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SOCIAL SECURITY ACT AMENDMENTS OF 1954 





THURSDAY, APRIL 1, 1954 


Howse or REPRESENTATIVES, 
CoMMITTEE ON WAYS AND MEANS, 
Wash ington, 1) mee 

The committee met at 10 a. m.. pursuant to notice, in the hearing 
room of the Committee on Ways and Means, House Office Building, 
Hon. Daniel A. Reed (chairman of the committee) presiding. 

The CHarrMAN. The committee will come to order. 

It is rather unfortunate that the House is meeting at 11 o’clock on 
the housing bill. This is going to make it a little difficult for us to pro 
ceed very long after 11 o’clock. Perhaps we can wait until the bells 
ring. 

The committee will begin public hearings on H. R. 7199, a bill to 
amend the Social Security Act and the Internal Revenue Code so as to 
extend coverage under the old age and survivors insurance program, 
increase the benefits payable thereunder, preserve the insurance rights 
of disabled individuals, and increase the amount of earnings per- 
mitted without loss of benefits, and for other purposes. This bill, 
which I introduced, embodies the old-age and survivors insurance as- 
pect of the social-security program of the President. 

This legislation is of vital importance to millions of Americans, both 
to those already retired, and to those who will retire in the future. Its 
objectives are twofold: first, to extend a greater measure of protection 
to retired workers and their families, and second, to extend this basic 
protection to many individuals and their families who have been de 
nied it in the past. 

I appointed a subcommittee to make factual studies of the social 
security program, as it exists today. That subcommittee held exten 
sive hearings this past summer and fall. Those hearings have beer 
published for some time and are available to the members of the com 
mittee as well as to the general public. My understanding is that a 
factual staff report will also be forthcoming as soon as the final editing 
is completed. It is my expectation that this report will be available to 
the committee by the time it begins executive sessions on this bill. 
However, I understand that most of the staff material consists of a 

ummation of the testimony already published in the hearings, and is 
therefore available at this time. 

Before I call the first witness. I would like to submit for the record a 
copy of the bill, H. R. 7199, and also a statement entitled “General 
Summary of Provisions of Old-Age and Survivors Insurance Bill,” 
as a part of the record. 
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‘ ; i i i ‘ tp 
‘ permit 1 without | f benetit ul f her purposes 
) / ) / G6 TR at fhe Un 
lin Cc f / That s Act e cited a he Sn 
Si \r dm f { 
TIT! I \ Mi I I ts TO I II OF THI ( IAL SECURITY At 
x S 5 S AND 
4 ( A LA ) 
s LU1. (a) Paragraph ) of OI y f the So« security Act 
nded to read as follows 
2) ( ! ine I r) employe! ! el quarte 

ih em] ) for domesti servi l ‘ ployer I l 

‘ h ren eration paid in uch quarte o the employee tf 

such service is le n S50 LS use e term ‘do 

ervice in a private 1 of the empl le service descr | 

I ection 210 (f ) 

“ Pec 200 ‘ I \ ( led d hey 
t ollowing new paragraph: 

>) Cash remune tion ] d | an empk In any ile l quarte1 
in employee for e not i he urse of t employer's trade or busin 

if the cash re ineration paid in such qua by tl employe! 

employee f I rvice ( than S50 As used his paragt l ! 

term ‘s¢ ce not in the cours f the employer's trade or business’ ds 
id est ‘ ce in a private home of the employer and does n 
nelude e! le ribed i { n 210 (f (5) 3’ 
’ { t ded by ins¢ ¥ l ifte1 

i by adding at the end ther the f owing new parag! 

( Cash re eration paid by an employer in any « ndar quart 
employe or a cult bor f the cash remuneration ] 1 ir 
quarter by the employer to e employee for such labor ‘ than § 

$) Section 21 a [ 1c! ‘ 3 amended to read as f OW 

1) Sel yx I a i Ke! if i 
entered to in: rda ! tle V of tl Agric ll \ c al 
ended ; 

») & h Ac am led by ik it paragraph (3 f section 210 
and redesignating paragrapl 4), 3. AG i (S) 9), (10) 1) 12 
(13), and (14) of such section 1 reference he as paragraphs (3 } 

6), (4 (3), (9 (10) Li 12 and (13), res] tively 
AM ICAN CI ENS MPLOYTI BY It VY EMPLOY tS ON FO IGN-FLAG VESSEI 

[ Th ph of section 2 i) of the Social Sec ty Act herein rede 
gnated as raph (4) i ded by striking out e individual is 
mp ved ¢ In connec on W such eSsel OI iit yvnen itsid ne 
United States” and inserting in lieu thereof if (A) nd lua employe 
rn and connection with such vessel or aircraft when outside the | 1S f 

1 (B) (i) such ir du is not an American citizen or (ii) the employer 

merican employer 
CERTAIN FEDERAL EMPLOYEES 

) (1) Clause (ii) of subparagraph (B) of the paragraph of section 210 (a 

the S al Security Act herein redesignated as paragraph (6) is amended by 
inserting “a Federal Home L« Bank,” after “a Federal Reserve Bank,” 

Such subparagraph (B) is further amended by striking out “or” at tl 
en i ause ii nsertin I the end of clause dding the 


f< wing new clause at the end of such subparagraph: 
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service is I 
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period began: 

“(7 B) 


Service p 


ther orgat 
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licensing requirements under the laws of the State in which such services 
performed.” 


FARMERS AND PROFESSIONAL SELF-EMPLOYED 
(h) (1) Section 211 (a) of the Soci: 


out paragraph (2) and redesignating 


and references thereto, as paragraphs ( 







Security Act is amended by striki 
agraphs (3). (4). (5), (6), and ( 
. (3), (4), (5). and (6), respective 
and by adding at the end of such section the following new sentence: “In th 
case of any trade or business carried on by an individual in which, if it we 
carried on exclusively by employees, the major portion of the services woul 
constitute agricultural labor as defined in section 210 (f), (i) if the gross incom 
(computed under the preceding provisions of this subsection) derived from suc 
trade or business by such individual is not more than $1,800, the net earnins 


tins 


from self-employment derived by him therefrom may, at his option, be deemer 
to be 50 per centum of such gross income in lieu of his net earnings from self 


employment from such trade or business computed as provided under the ] 





ceding provisions of this subsection. or (ii) if the gross income derived fron 
trade or business by such individual is more than $1,800 and the net earning 


from self-employment derived by him therefrom, as computed under the preceding 





provisions of this subsection, would be less than S900, st net earnings m 
instead, at the option of st ch individual, be deemed to be S900 

(2) The paragraph of such section 211 (a) herein redesignated as par 
(2) is amended by striking out “cutting or disposal of timber” and ins 


lieu thereof “cutting of timber, or the disposal of timber or co 






(3) Section 2 c) of such Act is amended by striking out paragraph 
by striking out or’ at the end of paragraph (4) and inserting a period 
lien thereof, and by inserting “or” at the end of paragraph (3) 


EMPLOYEES COVERI BY STATE OR LOCAL RETIREMENT §& I 


(i) (1) Section 218 (d) of such Act is amended by striking out “EXCLUSION 
OF” in the headin by inserting “(1)” after “(d)”, and by striking out ‘on tl 
date such agreement is made applicable to such coverage group” and inserting 
lieu thereof “either (A) on the date such agreement is made applicable to suc 
coverage group, or (B) on the date of enactment of the succeeding paragraph of 
this subsection (except in the case of positions specified in par aph (5) of tl 
ase of positions which are, by reason of action by such 
State or political subdivision thereof, as may be appropriate, taken prior to t 
date of enactment of such succeeding paras 





subsection and in the « 





raph, no longer covered by a ret 
ment system on the date referred to in clause (A)).” Such section is furthe 
amended by adding at the end thereof the following new paragraphs: 

“(2) It is hereby declared to be the policy of the Congress in enacting 
succeeding paragraphs of this subsection that the protection a 





rded employee 








in positions covered under a retirement system on the date ; agreement unde 
this section is made applicable to service performed in ch positions, or rece 
ing periodic benefits under such retirement syste t h t \ not 
impaired as a result of making the agreement so applicable or as a res 
£ ive enactment in anticipation thereof 
= Notwithstanding paragraph (1), an agreement with a State may be 
ipplicable (either in the original agreement or by any modification thereof 
service performed by employees in positions covered by a retirement systen 
(including positions specified in paragraph (4) but excluding positions specified 
in paragraph (5)) if the governor of the State certifies to the Secretary of 
Health, Education, and Weifare that the following conditions have been met 
‘(A) A referendum by secret written ballot was held on the questior 
whether service positions covered by such retirement system should b 


excluded from or included under an agreement under this section 
“(B) An opportunity to vote in such referendum was given (and was 


imited) to the en 


ployees who, at the time the referendum was held, were 
in positions then covered by such retirement system and were members of 
such system (other than employees who were not in such positions at the 
time notice of such referendum was given as required by subparagraph (C) 
other than employees in positions to which, at the time the referendum was 
held, the State agreement already applied; and other than employees in 
positions specified in paragraph (5) ) ; 
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‘(C) Ninety days notice of such referendum wa en 
employees ; 
(D) Such referendum was conducted under the s ‘ 
ernor or an agency or individual designated by him; and 
(E) Two-thirds or more of the employees who yoted in su ft d 
voted in favor of including service in s\ pos : l i gre t 
under this section 
No referendum with respect to a retirement system shi r | pu 
ses of this paragraph unless held within the t eriod \ ‘ 
date of execution of the sree ent or modifica V r ends Ul n 
nee system established by tl { wl eu el 
ferendum with respect to a retirement system b i | ¢ 
sraph if held less th: ‘ ufte I ere 
ch retirement system 
t) For the purposes of subsection (c¢) of this se 
be deemed to be a separate coverage g 
4) all employees in positions which wet ‘ | 
n system on the date the agreement 
4) all employees in . I we ‘ 
iny time after such date nd 
ipioyees In positions WI! ve ed su ‘ 
re such date and whic ¢ é l 
ils not eel) ended befe a et t V 
covered by such retirement system 
Nothing in paragrapl >) of this s ‘ ‘ ’ 
n of tl nsurance stablished by t t ‘ 
elanh’s positl I \ sitior ve ib 
SI] to } ithe nh ol \ y 
‘ ies, or department 
6) If a retirement system covers pi I et ‘ 
sitions of employees of one or more polit sul s of the § 
sitions of employees of two or more ] t s of the State, the 
purposes of the preceding pa apl f tl subs n, the if 
Sti so desires, be deemed to be eparate retire system \ bi ( { 
political subdivision « cerned and, where the reme1 Ss ‘ 
tions of employees of the State Se] te re¢ en stem h spec 
he State 
“ Section 218 (f) of such Act is amended re 1 as follow 
f) Any agreement or modification of an agreeme nder tl S \ 
effective with respect to services performed aft effective d 
agreement or modification; except that 
‘(1) in the case of an agreement or modificati rreed to prior ) 
ich date may not be earlier than December 31, 195 
2) in the case of an agreement or modif tior reed ft ) 
ut prior to 1957, such date may not be earlier December 31, 1954 
‘(3) in the case of an agreement or modifi h agreed luring 1 
r after 1956, such date may not be earlier than the st day of e ‘ 
vear preceding the year in which such agree I di tion, : ! 
y be, is agreed to by the Secretary of He Ed ition, and Welf 
e St 
e amen s made by paragraph (1) of this subsection shall take effe 
inuary 1, Deductions under section 208 of the Social Security Act sha 
prior to tl 


except that, for purposes of section 215 


be made, from any 
te an agreement 01 


ler section 218 of s 


te. to which such agreement or modificatior 


ave been imposed un 


the case may be, b 


ben 
mod 


uch 


ler s 


een 


efits under such Act certified and paid 


fication 


eemed to have been imposed. 


) Section 218 (m) 


da)’ ind inserting in | 


(1) 
ieu t 





f an agreement is agreed to 


Act, on account of services, rendered prior t 
i 1, as tl ase may be, is applicable 
» (f) of such Act, deductions whicl uld 
uch section 203 hac sue agree ent or m dif it i 
agreed to on the date it became effec e shall be 

of such Act is amended by striking out “subsect 

hereof ‘ iph (1) of subsection (d)’ 
EFFECTIVE DATES 

i) The amendment made by paragraph (2) of subsection (h) shall be apy 

ixable years beginning after 1950. The amendments 


able onlv w ith respect 


45622—54 2 


tot 





fF) SOCIAL SECURITY ACT AMENDMENTS OF 1954 




























I l b paragraphs 1) and (3) of sucl psectit hall b Dp] iDie¢ 
th respect to taxable ye s beginning after 1054 The amendme Ss made 
pal raphs (1), (2), and (8) of subsection (a) shall be applicable on 
re tt f neration paid after 1954. The amendments made by p LJ 
(4) and (5) of subsection (a) shall be applicable with respect to servi 
whether performed after 1954 or prior to 1955) uneratio 
paid after 19 rhe amendment made by para I ' subsection 
all become etfective January 1, 1955 The other amendments made by th Se 
tion (other than the amendments made by subsection (i) ) be ap] l 
only with respect to services performed after 1954. 
NCI E IN BENEFIT AMOUN 
SI lt subse on { ) ol f on 215 th socia ser Act 
imended to read as follows 
Primary Insurance Amount 
rhe primary it ince amo f any individua i) who does n 
( gil for t efit der ction 202 (a) until after the last day of th 
| wing the ont hich the Social Security Amendments of li 
Ww lies af h day and wit becoming eligible for be 
! h section 202 (a), and (ii) with respect to whom not less than s 
he t elay g af ‘ ire quarters of coverage, and the pri 
of : d vith respect to whom not le than s 
‘ f lune 0, 1953 il ‘ ers of « erage hi 
f f the fe s unts is the larger . 
\ I eC] 1 of t rst $110 of } erage hit 
0) per I f tl next $240; or 
I I ( ne indel tion (« 
il shall, for r] s of this paragraph, be deemed ¢ b i 
| ‘ 02 (a) for any month if he is or Would have been, upon 
| \ \ f onth, « tled to su benefits fc 
J ! nsurance an nt of any othe individual shall be the 
1 cle 1 under subsection (« 
l Pa pl 1) of psect 1 (b of s h section 1 mended t 
1 er whe } ber « psed months thus compu 
eigl ’ } } erea 1 eigl er ind j rtirz n f 
} ‘ xcept that if tl numb of such ¢ psed months as thus compute 
! l Tee ha be ICT ed to eightes or (ii) if tt number of 
I I t ad nda atter the appli ion Of } i 
I f four, it s} ncreased to twenty-four” 
h s further amended by adding at the end thereof the f 
I I 
l ‘ f y ind i ie Seere ha letermine the four 
1 vhicl 4 ths tl elapsing after his g 
l l ti d date, te vith the wage 1 se 
em] t inc f u y‘ e ext n computing } average 
! l du t highest p il rance amol Such 
1 l ! t] f so deter ned and the wages and lf-« yment 
f $ \ be ex ded for purposes of computing such ir 
+} W ‘ ’ 
( 1 (< h sect is amended to read as f \ 
) 4 INS ‘ Y USE O rHE CON RS rA 
1) Except as provided in paragraph (2) of this subsection, the amount 
"6 f n paragraphs (1) (B) and (2) of subsectio1 a) for an individual 
be either the ar nt appearing in column III of the following table on the 
which in col n I appears his primary insurance benefit 
l subsection (d)), or the amount appearing in column III 
} ne o1 hich in column II appears his primary it 
ine as provided in subsection (d)), whichever pro 


- and his average monthly wage shall, for purposes of 
amount appearing in column IV on the line on whicl 
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' 
lary insurance ber 
under ect a 
\) In ( be! f 
f (d)) of n ai l i 
nes in col n I of I 
~) of subs (a) f l 1 
I the form 1ins ) V 
ild be determined for such A f : 
etary in effect on Janua a ; 1 
U, { the nex higher I of iV | ce 
vidual shall be increased to the extent, if : han $5 gre 
imary insurance amount which would 
ry insurance benefit und uch applica eg S 
B) In case the primary insuran I i 
d)) of an individual falls between the a nts on a two conse ¢ ‘ 
n Il of the table, tl in nt rete ed pal i ] B 
ibsection (a) for such individual shall be tl f 1 
paragraph (A) of this paragraph for an i I 
enefit would (under the regulations referred to i ic} I gi | luce 
I ince amount; except that, if the I 


primary insura 
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benefit which would (under such regulations) produce such primary insuranc: 


umount or if such primary insurance amount is higher than the amount appe 
in column II on the line on which in column I appears the highest prima 
nsurance benefit, the amount referred to in paragraphs (1) (B) and (2) 


subsection (a) for such individual shall be determined by applying the forn 


subsection (a) (1) to the average monthly wage from which such prima 
rance amount was determined, increased, if it is not a multiple of $0.10, to th 


next higher multiple of $0.10, and further increased to the extent (if any) it 
ess than $5 greater than such primary insurance amount 
( if the provisions of subparagraphs (A) and (B) of the paragrapt 


oth applicable to an individual, the amount referred to in paragraphs (1) (B 
and (2) of subsection (a) for such individual shall be the larger of the amount 














etermined under such subparagraphs. 

}) For the purpose of facilitating the use of the conversion table in cor 
puting any insurance benefit under section 202, the Secretary is authorized 
assume that the primary insurance benefit from which such benefit under sect 
~02 is determined is one cent or two cents more or less than its actual amouw 

$4) For purposes of section 208 (a), the average monthly wage of a 

dividual whose primary insurance amount is determined under paragraph (2 
of this subsection shall be a sum equal to the average monthly wage which wou 
re t in such primary insurance amount upon the application of the provisior 
of ibsection (a) 1) (A) of this section and wilt ut the pplication of 

m(e) (2) or (g) of this section; except that, if such sum is not mult 

it shall be rounded to the nearest multiple of $1 (or to the next h ‘ 
multiple of $1 if it is a multiple of $0.50) 
dl) > Se heading of subsection (d) of such section is amended to 

Primary Insurance Benefit and Primary Insurance Amount For Purposes ¢ 
Conversion Table’ 

2) So much of such subsection (d) as precedes paragraph (1) thereof 
nended by nse! nd the primary insurances amounts aiter “prima 
nsurance benefits” 

(3) So much of paragraph (4) of such subsection (d) as recedes s 
paragraph (A) is mended by inserting “(except n individual who attained age 


wenty-two after 1950 and with respect to whom not less than six of the quarte1 


elar ng after 1950 e quarters of coverage)” after “individua 

!) Such subsection (d) is amended by adding after paragraph (5 dded 
section 106 of this Act, the following new paragraph: 

(G) The primary insurance amount of any individual shall be computed 


provided in this section as in effect prior to the enactment of this | ry 
xcept that the amendments made by sections 104, 106, and 107 of the Soci: 


Security Amendments of 1954 (relating, respectively, to increase in earnings 
counted, periods of disability, and technical amendments) sh: to the ext 
ovided by such sections, be applicable to such computation.” 
(e) Section 208 (a) of such Act is amended by striking out “S168.7 
$45 wherever they occur and inserting in lieu thereof “$190” and SOO 
espectively 
f (1) The amendments made by the precedi1 subsections shall (subject 


» the provisions of paragraph (2) and notwithstanding the provisions of section 
215 (f) (1) of the Social Security Act) apply in the case of lump-sum deat 





payments under section 202 of such Act with respect to deaths occurring a 
nd in the case of monthly benefits under such section for months after, tl 
effective date of this Act As used in this and the sueceeding subsections of 


this section, the “effective date” is the last day of the month following the mont! 
n Which this Act is enacted 
2 (A) The amendments made by subsection (hb) 2) shall be applicable 


in the case of an individual (i) who does not become eligible for benef 
und of the Social Security Act until after the effecti oO 





1 effective date and without becoming eligible for benefi 


nder such section 202 (a), or (iii) who files, after the effective date, an applic 
tion for a recomputation under section 215 (f) (2) of the Social Security Act 
to which he is (or would, but for the provisions of section 215 (f) (7) of suc) 


Act, be) entitled, or (iv) (subject to the provisions of subparagraph Sy) wi 











> 


respect to whom not less than six of the quarters elapsing after June 1953 are 


quarters of coverage (as defined in such Act), or (v) who files, after the effective 





date, an application for a disability determination (as provided in section 216 (i 
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wh Act), or (vi) who dies after the effective date and whose survivors 
r would, but for the provisions of section 215 (f 7 f Act, be) entitled 
i recomputation of his primary surance al int mn 215 (f) (4) 
4) of such Act. For purposes of the preceding sentence an individual sh 
deemed eligible for benefits under section 202 (a) of the Social Security Act 
any month if he was or would, upon filing application theref such m 
have been entitled to such benefits for such month 
B) In the case of any individual entitled to old-age insurance benefits unde 
ection 202 (a) of the Social Se rity Act who as oO filing application 
erefor, would have been e1 { 1 bene fi f ‘ 1 el ‘ 
eff ive date occurs and with respect to whe Of less a x i the a rte 
elapsing after June 30, 1953, are quarters of coverage, the Secretary of Healt} 
cation, and Welfare shall, notwithstanding the rovisions of section v2 
f) (1) of the Social Security Act, recompute t ry ince 
such individual but only upon the filing of an app it 
es without filing such an application, ny perso! ntitle 
or’s benefits under section 202 of such Act on the basis of such individu 
ges and self-employment income Such recomputation i be made in the 
miinne r provided in section 215 of { security Act ther than subsec 
thereof) for computation of such individual’s primary insurance amount 
xcept that his closing dates, for s of su "” ) such sec 
he determined as though he became entitled to l-age insur ce benetfi 
n the month in which he filed such application for recomputation or, if he d 
thout filing such application, the month in which he died Such recomputation 
shall be effective for and after the mont} 1 which fl ipplication therefor was 
ed by ich individual « fs ipplication was filed by a person entitled to 
mthly survivor's benefits under section 202 of the Social Security Act on the 
s of such individual’s wages and self-employment me, for and after the 
first month for which such person was titled to such survivor’s benefits 
such recomputation of nd lual’s primary insurance amount shall be effective 
ess it results in a higher primary insurance amount for him; nor shall any 
such recomputation of an individual’s primary in ince amount be effective if 
such amount has previously been recomputed under this subsection 
( No increase it any ben fit by reason of the I ndments made b 
section (other than subsection (i)) or by reason of ibparagraph (B 
pial aph shall be regarded as a recomputati f Irposes f sectior 1D 
f) of the Social Security Act 
g) Effective with the beginning of the second m t I owing the montt 
which this Act is enacted, section 2 (¢) (2) B) of the Social Seenrity Act 
({mendments of 1952 is amended to read as follows 
B) The provisions of subparagraph (A) shall cease to apply to 
benefit of any individual under title II of the Social S vy Act for ar 
month after the month following the month in which So Secur 
Amendments of 1954 are enacted.” 
(1) Where 
(A) an individual was entitled (without the application of section 202 (j) 
1) of tl Social Security Act) to an old-age insurance benefit ur 
Il of sueh Act for the month in whic the effective date « curs: 
(B) two or more other persons were entitied vit it the app if I 
of such section 202 (j) | t mont v b efits nder such title for such 
month on the basis of the wage nd self-emp! ep} ncome of 


dividual; and 
(C) the total of the benefits to which all persons are entitled under such 


title on the hasis of such individual's es and self-« ploy t income for 
any subsequent month for which he is entitled to an old-age insnrane 
benefit under such title, would (hut for the provisions of this paragraph 
he reduced by reason of the application of section 205 of the Social 
Securitv Act, as amended by this Act 
then the total of benefits referred to in clause (() for such subsecuent tl 
shall be reduced to whichever of the following is the larger 
(D) the amount determined pursuant to section 203 (a f the § ! 


Security Act, as amended by this Act: or 

(FE) the amount determined pursuant to h section = in effect prior 
to the enactment of this Act, for the month in which the effective date 
occurs plus the excess of (i) the amount of his old-age insurance benefit for 


such month computed as if the amendments made by the preceding subse 
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ons of this section had been applicable in the case of such benefit 
such month over (ii) the amount of his old-age insurance benefit for su 
month, or 

(F) the amount determined pursuant to section 2 (d) (1) of the So 
Securitv Act Amendments of 1952 for the month in which the effective d 
occurs plus the excess of (i) the amount of his old-age insurance benefit f 
such month computed as if the amendments made by the preceding sub 


sections of this section had been applicable in the case of such benefit 1 
such month over (ii) the amount of his old-age insurance benefit for su 
month 
(2) Where 
(A) two or more persons were entitled (without the application of sectio 
202 (j) (1) of the Social Security Act) to monthly benefits under title II of 
such Act for the month in which the effective date occurs on the basis 
the wages and self-employment income of a deceased individual; and 
(BB) the total of the benefits to which al] such persons are entitled on fl 
basis of such deceased individual’s wages and self-employment income f 
any subsequent month would (but for the provisions of this paragraph 
be reduced by reason of the application of section 208 (a) of the Sox 
Security Act, as amended by this Act, to 80 per centum of such individu: 
average monthly wage 
then, notwithstanding any other provision in title II of the Social Security Act 
such deceased individual’s average monthly wage shall, for purposes of su 
section 208 (a), be whichever of the following is the larger: 
(C) his average monthly wage determined pursuant to section 215 of sucl 
Act, as amended by this Act: or 
(D) his average monthly wage determined under such section 215, as 
effect prior to the enactment of this Act, plus $7 
(i) (1) Subparagraphs (B) and (C) of section 215 (f) (2) of such Act are 
amended to read as follows 


‘(B) upon application by an individual entitled to old-age insurance bene 
fits who, in or before the month of filing such application, attained the a 
of 75, and with respect to whom, at the time he became entitled to old-age 
insurance benefits, ’2ss than six of the quarters elapsing after 1950 wer 
quarters of coverage, the Secretary shall recompute his primary insurance 
amount if not less than six of the quarters elapsing after 1950 and pri 


the quarter in which he filed such application for reeomputation ars 


quarters of coverage, and if his primary insurance amount has not previously 
been recomputed under this pars 
‘(C) A recomputation under subparagraphs (A) and (B) of this para 


rraph 


graph shall be made only as provided in subsection (a) (1) ther tha 
clause (B) thereof) and shall take into account only such wages and self 
employment income as would be taken into account under subsection (1 


f the month in which application for reecomputation is filed were deemer 
»> be the mont} n which the individual became entitled to old-age insurance 
benefits Such recomputation shall be effective for and after the month 
n which such application for recomputation is filed.” 
The amendments made by this subsection shall be applicable in the ¢ ( 


of applications for recomputation filed after the effective date of this Act 


AMENDMENT R ATIN oO DepuCcTIONS From BED 
Sec. 105. (a) (1) Seetion 208 (b) f the Social Security Act is amended |} 
striking out paragraphs (1) and (2) and inserftin n lieu thereof the follow 


new paragraph: 
1 in which such individual is under the age of seventy-five and f 
which month he is charged with any earnings under the provisions of sub 
section (e) of this section; or” 
Such section 208 (b) is amended by insertir after paragraph (1 
inserted by paragraph (1) of this subsection) the following new paragraph: 
2) in which such individual is under the age of seventy-five and on 
even or more fferent calendar days of which he engaged in noncovered 
remunerative activity outside the United States; or” 

(b) (1) Section 203 (c) of such Act is amended by striking out pa 
and (2) and inserting in lieu thereof the following new paragraph: 

1) in which the individual, on the basis of whose wages and elf 
employment income such benefit was payable, is under the age of seventy 


‘aphs 
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ve and for which month he i arged wit! i ¢ ! ‘ md 
visions of subsection (e) of this sectio1 
2) Such section 208 (c¢) is amended b Ser ift era 
nserted by paragraph (1) of this subse ‘ e fi WN new para 


(2) in which the individual referre in paragrapl l inde! f 


























ige of seventy-five and on seven or more differe: ilendar days of which 
he engaged in noncovered remunerative activity out le the United States 
Che second sentence of section 208 (d) of such A s amended ead 
follows “The charging I earnings to al no! sha be eatec is eve 
occurring in such mont 
d) (1) The headin of section 203 e) of su t ‘ ended 
MoNTHs TO WHICH EARNINGS ARE CHARGED’ 
2) Paragraphs (1) and (2) of such section 208 (e) are amended to read 
as follows: 
1) If an individual's earnings ra taxable f twelve 
are not more than $1,000, no month in such year i red 
earnings. If an individual’s earnings for a taxable ve f less than 
months are not more than the product of one-twelft of $1.000 1 
number of months in such year, no month in such year sha e charged w 
any earnings 
(2) If an individual's earnings for a taxable year of twelve months 
in excess of $1,000, the amount of his earning in excess of $1,000 sha 
charged to months as follows: Th rst SSO of such excess shall be ¢ | 
to the last month of such taxable ear, and the balance f an of s 
excess Shall be charged at the rates of SSO per month to each p edit 
month in such year t hich su cha n proh ted b i 
sentence of this paragraph, until all of such ince ha een a] ed. If 
an individual's earnings for a taxable vear of less th: ‘ 
move than the product of one-twelfth of $1,000 times the number of months 
in such year, the amount of such earnings in excess of such product sha 
be charged to months as follows: The first $80 of such excess sha e « reed 
to the last month of such taxable year, and the Llance f any ha he 
charged at the rate of $8O per month to each precedil ontl such ye 
to which such charging is not prohibited by the last sentence of this para 
graph until all of such balance has been applied No thstandit the re 
ceding provisions of this paragraph, no part of the excess referred to in 
such provisions shall be charged to any month (A) for which the individual 
whose earnings are involved was not entitled to a benefit riche t title, 
(B) in which an event described in paragraph (2 >), (4), or (OD) ¢ 
section (b) occurred, (C) in which such indivi is age e] five 
vr over, or (D) in which such individ did not ¢ e ir f 
and did not render services for wage leter ned as ovid | 
(4) of this subsection) of more than S80 
>) Paragraph (3) (B) of such section 208 (e) is ar led to read as follows 
B) For purposes of clause (D) of paragraph (2 
(i) An individual will be presumed, with respect to any month, to ] e 
been engaged in self-employment in such month until it is shown to the it 
isfaction of the Secretary that such individual rendered no substantial se 
ces in such month with respect to any trade or b ess the net in ‘ 
oss Of which is includible in computin s provided in paragrapl { f 
this subsection) his net earnings or net loss fro1 elf-emplovment for 
ixab ul The Secretar ha re itions ribe the ( 1 
criteria for determining whether or not ! id s rendere¢ 
stantial services with respect to any trade u 
(ii) An individual will be presumed, with respect to ntl 
rendered services for wag determine as pi ) 1 i) of 
this subsection) of more than $80 u1 t ! f 
Secretary that such individu did 1 re ‘ é 
or more than such amount 
+) Such section 208 (« furthe imende dd ft f l ( { 


the following new paragraphs: 
“(4) (A) An individual’s earnil ror a t I year wu ns f 
sum of his wages for services rendered in sucl ( I his t r? 
from self-employment for such year, minu ) any net loss from sé 
employment for such yea 
“(B) In determinin in individual’s net earnings fror elf-e1 


and his net loss from self-employment for purposes of subparag \ 
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this ps and subparagray >) of paragraph (34 


of section 211, other lauses (4) of subsectio 
applicable: and any ss of me over deductions resultin 
a computation sha , ne ‘ s from self-employme 
excess of deductions over incol © resulting shall be his net 
self-employment 

‘(C) For purposes of this ection, ¢ lividual ‘ shall b 
puted without regard Limits ms i i t of remunet 


specified in subsections 


rrmed Ww 

deemed 
ineratio r ( services Is not 

het loss f ! INploVinne 

‘ss of thi subsection akes dete 

}) which, according to reports 
dividual during a taxable \ear sh: 
been paid to him for services performed in such year 


satisfaction of the Secretary that they were paid for 
! orts With respec 
’ h individual 
“ar for purpose of thi 


the Secretary that his t 
ich Act is amended to reat 


‘or Failure ‘To Report ¢ 


(ft) Any idual in receipt of benefits subje 

tion (b) or | or Who is in receipt of such benefits ou behalf 

Vidua iuse of the occurrence of an event specified therein (o 

event i 1 in subsection (b) (1) or (« (1)), who fails to rep 

currence to the Secretary prior to the receipt and accejtance of a 

benefit for the second month following the month in which such event o 

shall suffer an additional deduction equal to that imposed under subsecti: 
except that the first additional deduction imposed by this paragrap! 
ase oO ny ime dual sha hot exceed an amount equal to one mor 

en though the failure to report is with respect to more than one m 

(1) The heading of section 203 (¢) of such Act is amended to reac 


REPORT OF EARNINGS TO SECRETARY’ 


(2) The first sentence of paragraph (1) of section 208 (g) of such Act 
amended to read as follows: “If an individual is entitled to any mont! 
surance benefit under section 202 during any taxable year in which he 
earnin’s or wares, as computed pursuant to paragraph (4) of subsection 
in excess of the product of one-twelfth of $1,000 times the number of months 
such year, such individual (or the individual who is in receipt of such benef 
on his behalf) shall make a report to the Secretary of his earnings (or wages 
for such taxable year.” 
(3) Paragraph (2) of such section 203 (g) is amended to read as follows 
‘(2) If an individual fails to make a report required under paragraph 
within the time prescribed therein, for any taxable year and any dedu 
imposed under subsection (b) (1) by reason of his earnings for wh year 
shall suffer additional deductions as follows: 
“(A) if such failure is the first one with respect to which an addit 
deduction is imposed under this paragraph, such additional deduction 
be equal to his benefit or benefits for the last month (of such year) 
which he was entiiled to a benefit under section 202; 
“(B) if such failure is the second one for which an additional deduct 


is imposed under this paragraph, such additional deduction shall be equa 


to two times his benefit or benefits for the last month (of such year) 
which he was entitled to a benefit under section 202; 

“(C) if such failure is the third or subsequent one for which an a 
tional deduction is imposed under this paragraph, such additional dedu 
tion shall be equal to three times his benefit or benefits for the last mo 
(of such year) for which he was entitled to a benefit under section 202; 


} 
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except that the number of the additional deductions required is paragt 
with respect to a failure to report earnings for a taxable year shall not 
the number of months in such year for which such individual received an 
cepted insurance benefits under section 202 and for which ded ns ‘ | 
inder subsection (b) (1) by reason of his earnings In determining whethe 
lure to report earnings is the first failure for any indivic ill ta 
ending prior to the imposition of the first additional de ler i 
eraph, other than the latest one of such years, shall be disrega ad 
{) Paragraph (3) of such section 205 (2) is amended 
ection (b) (2) each time it appears and inserting i ‘ ‘ t 
(1)"; by striking out “net earnings from self-employment” ea 
ppears and inserting in lieu thereof “earnings vy striking out such net 
earnings” and inserting in lieu thereof “such earnings and | iddi at the 
end of such paragraph the following new sentenc If. after the se of 
ible year of an individual entitled to benefits under se 202 for 1 year 
he Secretary requests such individual to furnish a re t of irning as 
puted pursuant to paragraph (4) of subsection (e)) 1 taxal ( 
any other information with respect to such earni ht . 
pecify, and the individual fails to comply with such a request ch failure 
itself constitute justification for a determination that s d \ 
fits are subject to deductions under subsection (b) 1) for « 
xable year (or only for such months thereof as t! Sect vse 
reason of his earnings for such year 
Section 208 of such Act is amended iddit f 


ing new subsection 






















Remunerative Activity Outside the United States 





“Noncovered 





k) An individual shall be considered to be engaved i noncove d remune 








ve activity outside the United States if he perform ervices outside tl 
l ted States as an employee and such services do not constitute employment 
defined in section 210, or he carries on a trade or the United 
States (other than the performance of service as an net income 
oss Of which is not ineludible in computing is net earnings from self 
ployment for a t: le year and the net income or loss of which would not 
excluded from net earnings from self-employme f curried on in the l ted 
States, by any of the provisions of clauses (1) to (6), both inclusive fs 
ll (a). When used in the preceding provisions of this subsection wi espect 
trade or business (other than the performance of service as an « mployee), 
he term ‘United States’ does not include Puerto Rico he Virgin Islands in 
case of an alien who is net a resident of the l { State cluding Puerto 
Rico and the Virgin Islands).”’ 
h) Such section is further amended by adding after subsection (k) led 


by subsection (g) of this section) the following new subsection 


































“Good Cause for Failure To Make Reports Required 














‘(1) The failure of an individual to make any report required by subse mm 
(f) or (g) shall not be regarded as such a failure if it is shown f 
faction of the Secretary that he had good cause for 1 ng ton e such report 
The determination of what constitutes good cause for purposes of this s ectiol 
shall be made in accordance with regulations of the Secreta ; 

(i) (1) The amendments made by subsection (f) and by paragraph (1 





subsection (a) of this section shall be applicable in the case of month] en 

under title II of the Social Security Act for months in any taxable year (of 
the individual entitled to such benefits) beginning after December 1954 he 
amendments made by paragraph (1) of subsection (b) of this section shall be 
applicable in the case of monthly benefits under such title Il for months in 
any taxable year (of the individual on the bas if hose wages ar <elf 
employment income such benefits are payable) beginning after December 1954 
The amendments made by subsections (e) and (g), and by paragraph (2) of 


subsection (a), and paragraph (2) of subsection (b), shall be applicable in 
the case of monthly benefits under such title II for months after December 1954 
The remaining amendments made by this section (other than subsection (b)) 
shall be applicable, insofar as they are related to the monthly benefits of an 
individual which are based on his wages and self-employment income, in the 
case of monthly benefits under such title II for months in any taxable year 





















(of such individual) beginning after December 1954 and, insofar as they 
related to the month benelits of an individual which are based on the wag 
ind self-employment income of someone else, in the case of monthly bens 





under such title II for months in any taxable year (of the individual on wl 





Ww id self-employment income such benefits are based) beginning af 
Ly he 1954 
2) No deduction shall be imposed after the enactment of this Act und 
b I section 2BO8 of the Social Securit Act, as in efit 
] » § I ( nt of fa re » 7 1. report of n eve 
whic hs Oo! b) (1), (bd) 2 or (¢ (1) of such section as in eff 
or to such enactment) is applicable; and no such deduction imposed 
to such enactme | he lected after such enactment In detern 
whether, under section 203 (g) (2) of the Social Security Act, as amend 


this Act, u failure to file a report is a first or subsequent failure, any fai 


with respect to a taxable year which began prior to January 1955 shall 
disregarded 


Sec. 104 (a) Subsection (a) of section 209 of the Social Security Act 
amended to read as follows: 

“(a) (1) That part of remuneration which, after remuneration (other thi 
remuneration referred to in the succeeding subsections of this section) eq 
to $5,600 with respect to employment has been paid to an individual during ar 
calendar year prior to 1955, is paid to such individual during such calendar ye 

“(2) That part of remuneration which, after remuneration (other tha 
remuneration referred to in the succeeding subsections of this section) equa 
to $4,200 with respect to employment has been paid to an individual duri1 
any calendar year after 1954, is paid to such individual during such calendar 
year ;”. 

(b) Paragraph (1) of subsection (b) of section 211 of such Act is amende 
to read as follows: 

‘(1) That part of the net earnings from self-employment which is it 
excess o! 
‘(A) for any taxable year beginning prior to 1955, (i) $3,600, minu 
(ii) the amount of the wages paid to such individual during the taxabl 
year; and 
“(B) for any taxable year beginning after 1954, (i) $4,200, minu 
(ii) the amount of the wages paid to such individual duri1 
ar; or 





g the taxabl 





( auses (ii) and (iii) of section 213 (a) (2) (B) of such Act are amende 
to read as follows 
i) if the wages paid to any individual in any calendar year 
equal $5,600 in the case of a calendar year after 1950 and before 
1955, or equal $4,200 in the case of a calendar year after 1954, eacl 
quarter of such year shall (subject to clause (i)) be a quarter ¢ 
coveraze ; 

‘(iii) if an individual has self-employment income for a taxable 
vear, and if the sum of such income and the wages paid to hit 
during such year equals $3,600 in the case of a taxable year begin 
ning after 1950 and before 1955, or $4,200 in the case of a taxable 
year beginning after 1954, each quarter any part of which falls in 
such year shall (subject to clause (i)) be a quarter of cove 
and”. 

(d) Paragraph (1) of section 215 (e) of such Act is amended to read a 
follows: 

‘(1) in computing an individual’s average monthly wage there shall not 
be counted the excess over $5,600 in the case of any calendar year afte1 
1950 and prior to 1955, and the excess over $4,200 in the case of any calendar 
vear after 1954, of (A) the wages paid to him in such year, plus (B) the 
self-employment income credited to such year (as determined under section 
212); and”. 








rage 


RETROACTIVE APPLICATIONS FOR BENEFITS 


Sec. 105. (a) Section 202 (j) (1) of the Social Security Act is amended by 
striking out “sixth” and inserting in lieu thereof “twelfth” 

(b) (1) The amendment made by subsection (a) shall be applicable only in 
the case of applications filed after the effective date of this Act for monthly 
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enefits under section 202 of the Social Security Act for months after tl 
date of this Act. 
») Any individual who files application after the effective date of this A 


r monthly benefits under any subsection of s¢ m 202 of the So se 
\ who would, but for the enactment of this Act, be entitled to benet 
ch subsection (as in effect prior to ih enactment for ny mth 
he day following the effec date of tl Act sha be cle ed ent 
enefits for such month prior to the day wing ed 

the ime extent and in the same a l . houg \ 


enacted. 
}) AS used in this subsection, the effective date of 


the month following the month in which this Act is enacted 


PRESERVATION OF INSURANCE RIGHTS OF I [VI > \\ Ey I 4 


SE 106. (a) (1) Section 218 (a) 2) A) of the S i security \ 


amended to read as follows: 





(A) The term ‘quarter of coverage eans, in the se ny quarter ov 
prior to 1951, a quarter in the individual has been paid $50 or more 


in wages, except that no quarter any part of which was included in a period of 











lisability (as defined in secti 216 (i), other than the initial quarter of such 
period, shall be a quarter of coverage. In the case of any individual who has 
been paid, in a calendar year pricr to 1] $3,000 or more in wages, each 
quarter of such year following his first quarter of e Shall be de da 
juarter of coverage, excepting any quarter in such year in which such individ 

died or became entitled to a primary insurance benefit and any quarter succeed 
ing such quarter in which he died or became so entitled, and excepting any 
quarter any part of which was included in a period of disability, other than the 





initial quarter of such period.” 
2) Section 213 (a) (2) (B) (i) of such Act is amended to read as follow 
“(i) no quarter after the quarter in which such individual died 
shall be a quarter of coverage, and no quarter any part of which 
was included in a period of disability (other than the initial quartet 
and the last quarter of such period) shall be a quarter of coverage 
(b) (1) Seetion 214 (a) (2) of the Social Security Act is amended | 





ut subparagraph (B) and inserting in lieu thereof the following: 
‘(B) forty quarters of coverage, 
not counting as an elapsed quarter for purposes of subp: y 
quarter any part of which was included in a period of ed 


} 


in section 216 (i) unless such quarter was a quarter 

2) Section 214 (b) of such Act is amended by striking out the period and 

inserting in lieu thereof: “, not counting as part of such thirteen-quarter period 

any quarter any part of which 

quarter W as a quarter of covera 
ec) (1) Seetion 215 (b) 1) of the Social Security Act is amended by in 





as included in a period of disability unless such 





serting after “excluding from such elapsed months any month in any quarter 
prior to the quarter in which he attained the age of twenty-two which was not 
quarter of coverage” the following: “and any month in any quarter any part o 
which was included in a period of disability (as def 
unless such quarter was a quarter of coverage” 

(2) Section 215 (hb) (4) of such Act is amended to read as follows 


i 
to 





“(4) Notwithstanding the preceding provisions of this subsection, om 
puting an individual’s average monthly wage, there shall not be taker 
account 

“(A) any self-employment income of such individual for taxable years 
ending in or after the month in which he died or became entitle $n 1 
age insurance benefits, whichever first occurred 

“(B) any wages paid sue il ( ‘ iny part wil 
was included in a period of unless su irter was a ‘ 





of coverage; and 
“(C) any self-employment income of such individual for any taxable 
year all of which was included in a period of disability 
(3) Seetion 215 (d) of such Act is amended by adding at the end thereof 
the following new paragraph: 
‘(5) In the case of any individual to whom paragrapl 1), (2), or (4 ol 


this subsection is applicable, his primary insurance benefit shall be computed 








16 SOCIAL SECURITY ACT AMENDMENTS OF 1954 


s provided therein; except that, for purposes of paragraphs (1) and (2) and 
subparagraph (C) of paragraph (4). any quarter prior to 1951 any part of 
which was included in a period of disability shall be excluded from the elapsed 
quarters unless it was a quarter of coverage, and any wages paid in any sucl 
quarter shall not be counted.” 

7 (d) Section 216 of the Social Security Act is amended by adding after sub 





section (h) the following new subsection: 


“Disability ; Period of Disability 





i) (1) The term ‘disability’ means (A) inability to engage in any sul 
stantially gainful activity by reason of any medically determinable physica 
or mental impairment which can be expected to result in death or to be of long 
continued and indefinite duration, or (B) blindness; and the term ‘blindnes 
means central visual acuity of 5/200 or less in the better eve with the of 

correcting lens An eye in which the visual field is reduce to five degre: 
or less concentric contraction shall be considered for the purpose of this par 
graph as having a entral visual acuity of 5/200 or less An individual shall 
not be considered to be under a disability unless he furnishes such proof of 


the existence thereof as may he required Nothing in this title shall be eco 

strued as authorizing the Secretary or any other officer or employee of the 
United States to interfere in any way with the practice of medicine or with 
relationships between practitioners of medicine and their patients, or to exer 


cise any supervision or control over the administration or operation of any 
hospital 
‘(2) The term ‘period of disability’ means a continuous period of not less 
than si full calendar months (beginning and ending as hereinafter provided 
in this subsection) during which an individual was under a disability (as defi 
puragraph (1)) No such period shall begin as to any individua inless 
ih individual, while under a disability, files an application for a disability 
determination with respect to such period Except as provided in paragraph 
(4), a period of disability shall begin 
\) if the individual satisfies the requirements of paragraph (3) o1 
such day, 
(i) on the day the disability began, « 
(11 on the first day of the one-year peri which end with the 
day before the day on which the individual files such ; pi cation, 
hichever occurs later; 
Is) if such individual does not satisfy the requirements of paragrapl 
3) on such day, on the first day of the first quarter thereafter in which he 
satisfies such requirements 
\ period of disability shall ‘end with the close of the ist day of the mont i! 
which the disability cease No applicati for a disability determinatior hich 
is filed more than three months before the first day on which a period of disa 
bility can begin s determined under this paragraph) shall be epted as al 
ipplication for purposes of this paragraph, and no such applicat which 
led prior to April 1, 1955, shall be accepted 
>) The requirements referred to clauses (A) and 3) of paragraphs 
2) and $f) are satistic by an individual with respect t y quarter only 


if he had not less than 





\) s quarters coverage ih soc 215 i jo dur 

thirteen-quarter period Wiil h ¢ 1 such quartel nd 

(I}) twenty quarters of cove ie th fortyv-quarte pel d whicl 

ends with \ quarter 

hot ounting as part of the thirtee ( arter period 1M ed LUNE (A), 
or the forty-quarter period specifi l clause 13) of thi paragraph any 
quarter any part of which was included a prior period of dis ty unless 
such quarter was a quarter of coverae 


(4) If an individual files an application for a disability determination after 
March 1955, and before July VDT. with respect t i disability which 
before July 1956. and continued without interruption until such application 
wus filed, then the beginning day for the period of disability shall be 

‘(A) the day such disability began, but only if he satisfies the require 
ments of paragraph (3) on such day; 
(1B) if he does not satisfy such requirements on such day, the first day 
of the first quarter thereafter in which he satisfies such requirements.” 
(e) Title II of the Social Security Act is amended by adding after section 219 
the following new sections 
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“DISABILITY PROVISIONS INAPPLICAGLE i¥ BENEFIT RICHTS IMPAIRED 


“Seo. 220. None of the provisions of this title relating to periods of disabilit 
shall apply in any case in which their application wonld result in the det 
of monthly benefits or a lump-sum death payment which would otherwise be 
payable under this title; nor shall they apply in the case of any monthly benefit 
or lump-sum death payment under this title if such benefit or payment would 
be greater without their application. 


“DISABILITY DETERMINATIONS 


Sec. 221. (a) In the case of any individual, the determination of whethet 
or not he is under a disability (as defined in section 216 (i)) and of the 
such disability began, and the determination of the day on which such disabil 
ceases, Shall, except as provided in subsection (g), be made by a State agency 
pursuant to an agreement entered into under subsection (b) Except as provided 
n subsections (c) and (d), any such determination shall be the determination 
of the Secretary for purposes of this title. 

b) The Secretary shall enter into an agreement with each State which is 
villing to make such an agreement under which the State agency or agencies 
administering the State plan approved under the Vocational Rehabilitation Act 
r any other appropriate State agency or agencies, or both, will make the deter 
minations referred to in subsection (a) with respect to all individuals in such 


State, or with respect to such class or classes of individuals in the State as 
be designated in the agreement at the State’s request 
“(c¢) The Secretary may on his own motion review a determination ide 


State agency pursuant to an agreement under this section, that an individua 
s under a disability and, as a result of such review, determine that such indi 
vidual is not under a disability or that such disability began on a day later that 
that determined by such agency, or that such disability ceased on a day 
than that determined by such agency. 

“(d) Any individual dissatisfied with the Secretary’s determination under 
subsection (a), (¢c), or (zg) shall be entitled to a hearing thereon by the Secret 


to the same extent as is ] rovided in section 205 (b) witl respect. to decisions of 
the Secretary. and to judicial review of the Secretary’s final decision after such 
hearing as is provided in section 205 (g) 

(e) Each State which has an agreement with the Secretary urder this sect 
shall be entitled to receive from the Trust Fund, in advance or by way of ré 


bursement, as may be mutually agreed upon, the cost to the State of carrying 
out the agreement under this section. The Secretary shall from time to time 
certify such amount as is necessary for this purpose to the Managing Trustees 
reduced or increased, as the case may be, by any sum (for which adjustment 
ereunder has not previously been made) by which the amount certified for 
prior period was greater or less than the amount which should have been 
to the State under this subsection for such period; and the Managing Trustee 
prior to audit or settlement by the General Accounting Office, shall ike 

ent from the Trust Fund at the time or times fixed by the Secretar il 

nee with such certification. 

“(f) All money paid to a State under this section shall be used solely for the 


purposes for which it is paid: and any money which is so paid which is not use 
for such purposes shall be returned to the Treasury of the United States for 
deposit in the Trust Fund 


(g) In the case of individuals in a State which ha o ugre nt under 
section (b), in the case of individuals outside the United States, and in the cass 
of any class or classes of individuals not included i nN agreement under 


section (b), the determinations referred to in subsection (a) shall be made by 
the Secretary in accordance with regulations prescribed by hin 


“REFERRAL FOR REBABILITATION SERVICES 


“Sec. 222. It i 





3 hereby declared to be the policy of the Congress in enacting 
the preceding section that disabled individuals applying for a determinatior 
disability shall be promptly referred to the State agency or agencies admin 
ing or supervising the administration of the State plan approved under 
Vocational Rehabilitation Act for necessary vocational rehabilitation service 
to the end that the maximum number of disabled individuals may be restored 
to productive activity.” 
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(f) Notwithstanding the provisions of section 215 (f) (1) of the Social Se 
rity Act, the amendments made by subsections (a), (D), (c), and (d) of thi 
section shall apply to monthly benefits under title Il of the Social Security A¢ 
for months after June 1955, and to lump-sum death payments under such title 
in the case of deaths occurring after June 1955; but no recomputation of benefits 
by reason of such amendments shall be regarded as a recomputation for purposes 
of section 215 (f) of the Social Security Act. 


rECHNICAL PROVISIONS 


Sec. 107. (a) Section 215 (f) of the Social Security Act is amended by 
designating paragraph (6) as paragraph (7) and by inserting after paragrap! 
(5) the following new paragraph: 

“(6) In the case of any individual 

‘(A) (i) who became (without the application of section 202 (j) (1) en 
titled to old-age insurance benefits in 1955 or 1956 or in a taxable year whicl 
began in 1956, or 

(ii) who died in 1955 or 1956 or in a taxable year which began in 1956 
and who, if he was entitled to old-age insurance benefits for any mont 
prior to 1955, would have been entitled to a recomputation under paragraph 
2) of this subsection if he had filed an application therefor in the month 
in which he died, or 
(iii) who filed an application for recomputation under paragraph (2) of 
this subsection in 1955 or 1956 or in a taxable year which began in 1956 
and was entitled to such recomputation, and 

‘(B) who had self-employment income for a taxable year which ended 

within or with 1955 or 1956 or which began in 1956, 
then upon application filed after the close of such taxable year by such individua 
or (if he died without filing such application) by a person entitled to monthly 
survivor's benefits on the busis of such individual’s wages and self-employment 


income, the Secretary shall recompute such individual’s primary insurance 
amount Such recomputation shall be made in the manner provided in the pre 
ceding subsections of this section (other than subsection (b) (4) (A)) for com 
putation of such amount, except that (A) the self-employment income closing 
date shall be the day following the quarter with or within which such taxabl 
year ended, and (B) the self-employment income for any taxable year subsequent 
to the taxable year in which such recomputation is effective shall not be taken 
into account. Such recomputation shall be effective (A) in the case of an appli 
cation filed by an individual to whom clause (A) (i) of the first sentence of this 
paragraph applies, for and after the first month in which he became entitled 
to old-age insurance benefits, (B) in the case of an application filed by an indi 
vidual to whom clause (A) (iii) of the first sentence of this paragraph applies, 
for and after the month in which he filed the application referred to in sucl 
clause, and (C) in the case of an application filed by any other person, for and 
after the month in which such person became entitled to monthly survivor's 
benefits on the basis of the wages and self-employment income of the individual 
referred to in subparagraph (A) of the first sentence of this paragraph. WN 
recomputation under this paragraph pursuant to an application filed after the 
death of the individual referred to in such subparagraph (A) shall affect the 
amount of the lump-sum death payment under subsection (i) of section 202, and 
no such recomputation shall render erroneous any such payment certified by 
the Secretary prior to the effective date of the recomputation.” 

(b) In the case of an individual who died or became (without the application 
of section 202 (j) (1) of the Social Security Act) entitled to old-age insurance 
benefits under section 202 of such Act after 1954 and prior to July 1, 1957, his 
wage closing date, for purposes of section 215 (b) of such Act, shall be which 
ever of the following yields the highest primary insurance amount: 

(1) The first day of the quarter in which he died or become entitled t 
old-age insurance benefits, whichever first occurred; 

(2) The first day of the quarter preceding such quarter, but only if sucl 
quarter of death or entitlement is a quarter ending on June 30: or 

(3) The day specified in section 215 (b) (8) (A) of such Act. 

(ec) Section 215 (b) (3) (A) of the Social Security Act is amended by striking 
out the period and inserting in lieu thereof “, or, if such first day is the first day 
of the quarter following the quarter in which occurs such individual's self-em 
ployment income closing date and if it would result in a higher primary insur 
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e amount for such individual, the first day of the quarter in wh 
self-employment income closing date Phe ; ene el l ait \ . 
shall be applicable only in the case of applicat rmont b 
?02 ol the Social Security Act filed af r the \ ] 
tions for recomputation under section 215 (f 2 1c] ‘ 
vidual filing the application is entitled) filed afte e effective « | 
the case of lump-sum death payments under sucl ( O02 w ‘ ‘ 
death after the effective date of any individua h as not ¢ 
thly benefits under section 202 (a) of such Act (without the 
"202 (j) (1) of such Act) prior to the day fe g ‘ e ¢ ‘ \ 
sod in the preceding sentence, the “effective date” is the ist dav of ' ntl 
e the month in which this Act is enactec 
As used in the provisions of the S Se t v 
the term “Secretary, except when the context othe1 e req : ‘ 


he Se retary of Health, Education, and Welfare 


TITLE II—AMENDMENTS TO INTERNAL REVENUE CODI 


AMENDMENTS TO DEFINITIONS OF SELF-EMPLOY I { np R 
DEFINIT 

Sec. 201. (a) The Internal Revenue Code is amended by striking out para 

raph (2) of section 481 (a) and redesignating paragraphs (3), (4), (5), (6 


and (7), and references thereto, as paragraphs (2), (3), (4), (5), and (6 
respectively, and by adding at the end of such section the following new sentence 
In the case of any trade or business carried on by an individual in which, if 
t were carried on exclusively by employees, the major portion of the service 
would constitute agricultural labor as defined in section 1426 (h), (i) if the gross 
income (computed under the preceding provisions of this subsection) derived 
from such trade or business by such individual is not more than 81,800, the net 
earnings from self-employment derived by him therefrom may, at his option, be 
deemed to be 50 per centum of such gross income in lieu of his net earnings 
from self-employment from such trade or business computed as provided unde 
the preceding provisions of this subsection, or (ii) if the gross income derived 
from such trade or business by such individual is more than $1,800 and the net 
earnings from self-employment derived by him therefrom, as computed under the 
preceding provisions of this subsection, are less than $900, such net earnings may 
instead, at the option of such individual, be deemed to be $900.” 

(b) Paragraph (1) of section 481 (b) of the Internal Revenue Code is amended 
to read as follows: 

(1) That part of the net earnings from self-employment which is in 

excess of— 

“(A) For any taxable year beginning prior to 1955, (i) $3,600, minus 

(ii) the amount of the wages paid to such individual during the taxable 
year; and 

“(B) For any taxable year beginning after 1954, (i) $4,200, minus 

(ii) the amount of the wages paid to such individual during the taxable 
year; or”. 

(c) Section 481 (c) of the Internal Revenue Code is amended by striking out 
paragraph (5), by striking out ‘; or” at the end of paragraph (4) and inserting 
a period in lieu thereof, and by inserting ‘“‘or”’ at the end of paragraph (3). 

(d) The amendments made by subsections (a), (b), and (c) of this section 
shall be applicable only with respect to taxable years beginning after 1954 





REFUND oF CERTAIN TAXES DEDUCTED FROM WAGES 


Sec. 202. (a) The first sentence of section 1401 (d) (3) is amended to read as 
follows: “If by reason of an employee receiving wages from more than one em 
ployer during a calendar year after the calendar year 1950 and prior to the 
calendar year 1955, the wages received by him during such year exceed $3,600, the 
employee shall be entitled to a refund of any amount of tax, with respect to su 
wages, imposed by section 1400 and deducted from the employee’s wages (whether 
or not paid to the collector), which exceeds the tax with respect to the first 
435,600 of such wages received; or if by reason of an employee receiving wages 
from more than one employer during any calendar year after the calendar year 
1954, the wages received by him during such year exceed $4,200, the employees 


shall be entitled to a refund of any amount of tax, with respect to such wages 
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imposed by section 1400 and deducted from the employee’s wages (wheth« 
not paid to the collector), which exceeds the tax with respect to the first $4 
of such wages received.” 

(b) Section 1401 (d) (4) (A) of such code is amended by striking out ‘33,600 
and inserting in lieu thereof “83,600 for the calendar year 1951, 1952, 19° 
1954, or $4,200 for any calendar year after 19%4,”. 

(c) The second sentence of section 1420 (e) of the Internal Revenue Co 
amended by inserting “in the case of the calendar year 1951, 1952, 1953, or 
or the $4,200 limitation in such section in the case of any calendar year 
1954” after “‘the $3,600 limitation in section 1426 (a) (1)”. 

(d) The amendments made by subsections (a), (b), and (c) shall be appli 
only with respect to remuneration paid after 1954. 


COLLECTION AND PAYMENT OF TAXES WITH RESPECT TO CoAstT GUARD EXxcHa 


Sec. 208. (a) Section 1420 (e) of the Internal Revenue Code is amend 
adding at the end thereof the following new sentence: “The provisions of 
subsection shall be applicable also in the case of service performed by a ci 
employee, not compensated from funds appropriated by the Congress, in 
Coast Guard exchanges or other activities, conducted by an instrumentality of 
United States subject to the jurisdiction of the Secretary, at installatior 
the Coast Guard for the comfort, pleasure, contentment, and mental and phys 
improvement of personnel of the Coast Guard; and for purposes of this sul 
tion the Secretary shall be deemed to be the head of such instrumentality 

(b) The amendment made by subsection (a) shall become effective Januat 


19 »? 


AMENDMENTS TO DEFINITION OF WAGES 


See, 204. (a) Paragraph (1) of section 1426 (a) of the Internal Revenue ¢ 
mended by striking out “83,600” wherever it appears therein and insert 
lieu thereof “$4,200” 

(b) (1) Subparagraph (B) of section 1426 (a) ( 
(‘ode is amended to read as follows: 

(13) Cash remuneration paid by an employer in any calendar quart 
an employee for domestic service in a private home of the employer, if 
‘ash remuneration paid in such quarter by the employer to the empl 
for such service is less than $50. As used in this subparagraph, the tert 
‘domestic service in a private home of the employer’ does not include sery 
described in subsection (h) (5) 3” 

2) Section 1426 (a) (7) of the Internal Revenue Code is amended by ad 
it the end thereof the following new subparagraph : 

(C) Cash remuneration paid by an employer in any calendar quarté 
an employee for service not in the course of the employer's trade or } 
ness, if the cash remuneration paid in such quarter by the employer t« 
employee for such service is less than $50. As used in this subparagr 
the term ‘service not in the course of the employer’s trade or business’ d 
not include domestic service in a private home of the employer and 
not include service described in subsection (h) (5) ;” 

(3) Section 1426 (a) (8) of the Internal Revenue Code is amended by inser 
ing “(A)” after “(8)” and by adding at the end thereof the following 
subparagraph : 

“(B) Cash remuneration paid by an employer in any calendar qu 
to an employee for agricultural labor, if the cash remuneration paid in su 
quarter by the employer to the employee for such labor is less than $50 ;” 

(c) The amendments made by subsections (a) and (h) shall be applica! 
only with respect to remuneration paid after 1954. 


) of the Internal Reve 


AMENDMENTS TO DEFINITION OF EMPLOYMENT 


Sec. 205. (a) Section 1426 (b) (1) of the Internal Revenue Code is amen 
o read as follows: 

‘(1) Service performed by foreign agricultural workers under contra 
entered into in accordance with title V of the Agricultural Act of 1949 
amended ;”. 

(b) The Internal Revenue Code is amended by striking out paragraph (3) 


section 1426 (b) and by redesignating paragraphs (4), (5), (6), (7), (8), (9 
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‘(S8) (A) Service performed ploy eligious, charitable, edu 

itional, or other organ it fron I « nder se n 1 

6), other than service performed by a duly ' ( ! . ‘ 

ensed minister of a cl ch the exe Se ¢ ( 
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which a certificate, f | pursuant to subsection 1 n efte 

ice is performed by n ¢ et vi sig 1 nie ' 

t filed by such organization under such thyse . »h 7 

n employee of such organization after the ce filed and afte 
period began ; 

“(B) Service performed, in the employ of a religio charitable, educa 
tional, or other organization exempt from income ta inder section 101 (6 
by a duly ordained, commissioned, or licensed er of a church in the 
exercise of his ministry or by a member of a relig ul order in the exer e 
of duties required by suc order: but this subparagraph shall not app 
service performed by a duly ordained, comn oned, « ceensed m te 

fa church or a member of a religious order, other tha member of 
ous order who has taken a vow of poverty as a membe f such orde 
ing the period for which a certificat ed p 1 
n effect, if such service is performed by an employer i) hose sig1 
appears on the list filed 1} such organization under snheect 
(ii) who became an emplovee of sucl real ifter the certificate 


filed and after such period began 


(f) The paragraph of section 1426 (b) of the Internal Revenue Code he 





redesignated as paragraph (13 s amended by striking out ifter 
emicolon therein 

(g) The Internal Revenue Code is at nded by sti gout paragray 
ection 1426 (b) and redesignating paragraphs (16) and (17) of h section 
references thereto, as paragraphs (14) and (15), respe vi 

(h) The amendments made by subsectiot (c) d ( f), and 
be applicable only with respect ‘to sery ices performed after 1954 TI 
ments made by subsections (a) and (b) shall be ! ble o1 th respe ( 
services (whether performed after 1954 or prior to 1955) for which tf ( 


ition is paid after 1954 
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AMENDMENT TO DEFINITION OF EMPLOYEE 


Sec. 206. (a) Subparagraph (C) of section 1426 (d) (3) of the Internal Reve 
nue Code is amended by striking out “, if the performance of such services is sub 
ject to licensing requirements under the laws of the State in which such services 
are performed”. 

(b) The amendment made by subsection (a) shall be applicable only witb re 
spect to services performed after 1954. 


WAIVER OF TAX EXEMPTION BY NONPROFIT ORGANIZATIONS WITH RESPECT TO 
MINISTERS IN ‘THEIR EMPLOY 


Sec. 207 (a) Paragraph (1) of section 1426 (1) of the Internal Revenue Code 
is amended by inserting “(other than service performed by a duly ordained, com 
missioned, or licensed minister of a church in the exercise of his ministry or 
by a member of a religious order in the exercise of duties required by such or 
der)” after “service” in the first sentence, by striking out “two-thirds of its em 
ployees” and inserting in lieu thereof “two-thirds of its employees performing 
service to which this paragraph is applicable” in such sentence, and by deleting s 
much of the section as follows the first sentence. 

(b) Such section 1426 (1) is amended by redesignating paragraphs (2) and 
(3) as paragraphs (6) and (7), respectively, and by adding after paragraph (1 
the following new paragraphs : 

(2) WAIVER OF EXEMPTION IN THE CASE OF MINISTERS An organization 
exempt from income tax under section 101 (6) may file a certificate (in 
such form and manner, and with such official, as may be prescribed by reg 
ulations made under this subchapter) certifying that it desires to have the 
insurance system established by title Il of the Social Security Act extended 
to service performed by its employees who are duly ordained, Commissioned, 
or licensed ministers of a church or churches and perform such service in the 
exercise of their ministry or who are members of a religious order or orders 
and perform such service in the exercise of duties required by such order or 
orders, other than a member of a religious order who has taken a vow of 
poverty as a member of such order, and that at least two-thirds of such em 
ployees concur in the filing of the certificate. Notwithstanding the preceding 
sentence of this paragraph, a certificate may not be filed by an organization 
pursuant to such sentence unless (A) such organization does not have any 
employees with respect to whom a certificate may be filed pursuant to para 
graph (1), or (B) such organization has filed a certificate pursuant to para 
graph (1) with respect to such employees 

“(3) List TO ACCOMPANY CERTIFICATE.—A certificate may be filed pursuant 
to paragraph (1) or paragraph (2) only if it is accompanied by a list con 
taining the signature, address, and social security account number (if any) 
of each employee who concurs in the filing of the certificate. Such list may 
be amended at any time by filing with the prescribed official a supplemental 
list or lists containing the signature, address, and social security account 
number (if any) of each additional employee who concurs in the filing of the 
certificate. The list and any supplemental list shall be filed in such form 
and manner as may be prescribed by reguiations made under this subchapter 

“(4) EFFECTIVE PERIOD OF WAIVER.—A certificate filed pursuant to para- 
graph (1) or paragraph (2) shall be in effect (for the purposes of subsection 
(b) (8) of this section and for the purposes of section 210 (a) (S) of the 
Social Security Act) 

“(A) in the case of a certificate filed pursuant to paragraph (1), for 
the period beginning with the first day of the calendar quarter in which 
such certificate is filed or the first day of the succeeding calendar quarter, 
as may be specified in the certificate; or 

“(B) in the case of a certificate filed pursuant to paragraph (2), for 
the period beginning with the first day of whichever of the following 
calendar quarters may be specified in the certificate: (i) the quarter in 
which such certificate is filed, or (ii) the succeeding quarter, or (iii) 
if the certificate is filed during the calendar year 1955, any quarter in 
such year prior to the quarter in which it is filed; 


ib 


Cs 
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except that, in the case of service performed by an individual whose name 


appears on a supplemental list filed after the first month following the 
first calendar quarter for which the certificate is in effect (as determined 
under subparagraph (A) or (B), whichever is applicable) or following the 
calendar quarter in which the certificate was filed, whichever is later, and 


to whom subparagraph (A) or (B) of subsection (b) (8) of this section 
would otherwise apply, the certificate shall be in effect, for purposes of such 
subsection (b) (8) and for purposes of section 210 (a) (3S) of the Social 


Security Act, only with respect to service performed by such individual after 
the calendar quarter in which such supplemental list is filed 

“(5) TERMINATION OF WAIVER PERIOD BY ORGANIZATION.—The period for 
which a certificate filed pursuant to paragraph (1) of this subsection is 
effective may be terminated by the organization, effective at the end of a 
calendar quarter, upon giving two years’ advance notice in writing, but only 
if, at the time of the receipt of such notice, the certificate has been in effect 
for a period of not less than eight years and only if such notice applies also 
to the period for which the certificate, if any, filed by such organization 
pursuant to paragraph (2) is effective. The period for which a certificate 
filed pursuant to paragraph (2) is effective may also be terminated by the 
organization, effective at the end of a calendar quarter, upon giving two 
years’ advance notice in writing, but only if, at the time of the receipt of 
such notice, the certificate has been in effect for a period of not less than 
eight years. The notice of termination may be revoked by the organization 
by giving, prior to the close of the calendar quarter specified in the notice 
of termination, a written notice of such revocation. Notice of termination 
or revocation thereof shall be filed in such form and manner, and with such 
official, as may be prescribed by regulations made under this suchapter.’ 

(c) The paragraph of such section 1426 (1) herein redesignated as paragraph 
(6) is amended by adding at the end thereof the following new sentence: “If 
the period covered by a certificate filed pursuant to paragraph (1) of this sub 
section is terminated under this paragraph, the period covered by the certificate, 
if any, filed by the same organization pursuant to paragraph (2) shall also be 
terminated at the same time.” 

(d) The paragraph of such section 1426 (1) herein redesignated as paragraph 
(7) is amended to read as follows: 

“(7) NO RENEWAL OF WAIVER.—In the event the period covered by a cer 
tificate filed pursuant to paragraph (1) or (2) of this subsection is terminated 
by the organization, no certificate may again be filed by such organization 
pursuant to such paragraph.” 

(e) The amendments made by this section shall become effective January 1 
1955. Nothing in this section shall be construed as affecting the validity of any 
certificate filed prior to January 1, 1955, under section 1426 (1) of the Internal 
Revenue Code. If a certificate filed during the calendar year 1955 pursuant to 
section 1426 (1) (2) of the Internal Revenue Code is in effect for any calendar 
quarter in 1955 which precedes the quarter during which the certificate was filed, 
the return and payment of the taxes for any such preceding calendar quarter 
with respect to service which constitutes employment by reason of the filing of 
such certificate shall be deemed to be timely made if made on or before the last 
day of the first month following the calendar quarter in which the certificate is 
filed Deductions under section 208 of the Social Security Act shall not be 
made, from any benefits under such Act certified and paid prior to the date on 
which a certificate is filed pursuant to section 1426 (1) of the Internal Revenue 
Code, on account of services, rendered prior to such date, which constitute 
employment by reason of the filing of such certificate; except that, for purposes of 
section 215 (f) of such Act, deductions which would have been imposed under 
such section 208, had such certificate been filed at the beginning of the period 
for which it is in effect, shall be deemed to have been imposed. 








CHANGES IN Tax SCHEDULES 


Sec. 208. (a) Paragraph (5) of section 480 of the Internal Revenue Code is 
amended by striking out “4% percentum” and inserting in lieu thereof “54 
per centum”. 

(b) Paragraph (6) of section 1400 and paragraph (6) of section 1410 of the 
Internal Revenue Code, are each amended by striking ont “314 per centum” 
and inserting in lieu thereof “3'4 perceutuin”. 


1 
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TITLE III—MISCELLANEOUS PROVISIONS 


RELATIONSHIP BETWEEN RAILROAD RETIREMENT 
OLD-AGE AND SURVIVORS INSURANCI 








Sec. 301. S$ on 1 (q) he Ri d Retir Act of 19 i 

is amended by strik gy out 152 d inserting it ( th f } 
Cross Retr CES REDESIGNA » Pre [ONS 

Sec. 802. References in the Internal Re nue ¢ e, the Railr i hk 
Act of 1937, = mended, or any other law of the United State TO ANY sec 
subdivision of a section of the Social Security Act redesignate 
and reference the Social Security Act, the Railroad Retirement Act of 1 
as amended, or anv other law of the United States to any section or 
of a sectic of the Intern: Revenue Code redesignated by this A : 
deemed to refer to such section or subdivision of a section of the Soci Sec 
Act and the Internal Revenue Code, respectively, as sé edesignated 

GENERAL SUMMARY OF PROVISIONS OF OLD-AGE AND SURVIN Ss INSUR B 

The bill contains the technical provisions nec iry to carry it the 
recommendations of the President for extending old-age and survivors insural 
coverage, improving benefits, improving the retirement test d preserving 
rights of disabled individua 

rENSION OF COVERAGI 

The bill would extend coverage to between 10 and 11 1 ion additional pec 
during the course of a year About 64% million of these would be co “1 
compulsory basis: coverage W iid be made availa 0 othel st e and 
government employees under public retirement systems, and cle 
to action comparable to that now required for coverage of State and lo 
nonprofit employees 

Che bill would: 

1. Allow the State to provide coverage under Federal-State agreements 
members of State and local government retirement systen eXCe] wlice 
and firemen) provided a vote were held among the active members of the syste 
and two-thirds of those voting were in favor of coming under old-age and s 
vivors insurance. In addition to these provisions, which are contained in H 
6812, the bill provides that after its enactment, coverage of those to whon 
two-thirds vote provisions apply can be effected only under these provisio1 
that is, only if the members of the system vote in or of coverage Una 


H. R. 6812, as under preesnt law, members of State and local retirement syste 
could be brought into old-age and survivors insurance by abolishing the syst 
before the group is brought into coverage.) The bill also contains a state 
indicating that it is the policy of the Congress in providing for the coverage 


old-age and survivors insurance of employees under a State or local retireme 


system that the protection of the employees and beneficiaries wl are unde 
the retirement system will not be impaired as a result of coverage under old 
and survivors insurance No such statement of policy was included in H. R. 681 


2. Cover self-employed professional persons on the same basis as other s¢ 


employed now covered and cover interns by deleting the present exclusion 
services of interns in the definition of employment. 

3. Cover farm operators on a basis consistent with that on which other se 
employed are now covered. 

t. Cover cash wages earned in hired farm work where they amount to $50 
more from a single employer in a calendar quarter, regardless of the numbe 
days the individual works for that employer, and remove the exclusion of works 
employed in cotton ginning and the production of gum naval stores. 

». Cover cash wages of domestic workers where they amount to §$ 
from a single employer in a calendar quarter, regardless of the number of da 
the individual works for that employer. 

6. Allow coverage for ministers and members of re 





ligious orders (other tl 
1 


those who take a vow of poverty) on a basis similar to that on which othe 
employees of nonprofit organizations may now be covered. 
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/ Che revised formula, which will apply to most rk coming 01 e rolls 
in the future, provides that benefit amounts will be equal to 55 percent of the 
first $110 of average monthly wage plus 20 percent of the remainde ip to 
™ total of $3850 a month as col pared to 55 percent of the first $100 of average 





monthly wage plus 15 percent of the remainder (up to a total of $800 a month) 
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under present law. The revised formula will apply to persons who have the 
average monthly wage computed on earnings after 1950 and who are eligib 
for dropping out the 4 years of lowest or no earnings. 

The minimuin primary insurance amount is raised from $25 to $30. The 
maximum family benefit is raised from $168.75 to $190. With respect to fut 
ben¢ficiaries, no change is made in the provision that benefits paid on a sing 
ve record shall not exceed 80 percent of the average monthly wage, except 
that the amount below which family benefits will not be reduced by the operation 
of this maximum is raised from $45 to $50. 

Alternative methods of computing benefit amounts are provided in order 
all future retired workers will receive a benefit which is at least $5 higher than 
they would receive under present law, whether or not they qualify for the ne 
formula and whether their benefits are based on an average of their earnings 
after 1936 or after 1950 

1. Where the 4-year “dropout” and the application of the new benefit formula 
to earnings averaged from 1951 do not result in a benefit which is at least 
$5 higher than the individual would receive under the 1952 formula, his benefit 
will be computed as at present (i. e., on his average monthly wage without 
4-veary “dropout’) and the resulting benefit amount raised by the convers 
table included in the bill. This situation will occur only where the individu 
has a relatively low-average monthly wage and has had little or no change 
his earnings from year to year 

2. If it is to the advantage of the individual who is eligible for the 4-year 

dropout” to have his average monthly wage computed on the basis of his earr 
ings from 1937 to date of entitlement (excluding the 4 lowest years) this will 
be done. Under this circumstance, the 1939 benefit formula will be used with 
the resulting benefit amount raised through the conversion table 

3. Persons coming on the rolls after the effective date, who are not eligible 
for the 4-year “dropout,” will have their benefits computed as under present law 
(based on earnings from 1937 or 1951) with the resulting benefit amounts raised 
through the conversion table. 

Beneficiaries on the rolls at the time the legislation becomes effective will als 
receive a benefit increase through the conversion table. 

The conversion table is constructed to provide benefits equal to those pro 
vided by applying the revised formula to the average monthly wage of the i 
dividual on whose account benefits are being paid. Where (as in the case of 
average monthly wages below $130) the formula yields an increase of less 
than $5, the amount of increase is raised to $5. 

Dependents on the rolls at the time the legislation becomes effective will re- 
ceive increases proportionate to the amount of increase in the primary insurance 
amount on which their benefits are based. Where the increase in the worker’s 
benefit brings the total family benefits ahove 80 percent of his average monthly 
wage, there will be no reduction in the dependents’ benefits even though the tota 
exceeds the regular 80-percent maximum. 

The benefits of survivors on the rolls will be increased by amounts proportion 
ate to the amount of increase in the primary insurance amount on which their 
benefits are based. Where the total family benefits payable to survivors of a 
worker will be subject to the maximum provision of 80 percent of his average 
monthly wage, the family benefits are nevertheless increased. The smallest 
amount of increase in such family benefits will be about $5. 


\\ 





+} ¢ 


IMPROVEMENTS RELATING TO DEDUCTIONS FROM BENEFITS RESULTING FROM WORK 


The bill revises the provisions under which deductions are made from the ben- 
efits payable to a working beneficiary if he is under age 75 and has earnings in 
excess of certain specified amounts. The new provisions apply a single test to 
all the individual’s earnings in his taxable year from employment and self-em 
ployment and from noncovered as well as covered work. The application of the 
test to noneovered earnings is made possible by the wide extension of coverage 
contained in the bill. Without such a broad extension, there would remain large 
areas of noncovered work for which reports of earnings would not be received 
by the administration, and enforcement of the provision would not be practicable 

If the individual’s earnings for a full year of 12 months are not more than 
$1,000, no deductions from benefits are made because of such earnings. Ear 
$80 of earnings in excess of $1,000 may result in deductions of 1 month’s benefit 
for the individual and for any dependent drawing benefits based on his record 


7 
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No deduction may be made, however, for a month during which the individual 
neither rendered services for wages in excess of SSO nor rendered substantial 
services in a trade or business (Where the individu: has a taxable vear of 
less than 12 months, the basic exempt amount is reduced proportionately. ) 

Placing the test on an annual basis, similar to that now used for the self 
employed, provides greater flexibility for wage-earner beneficiaries, particularly 
in relation to part-time or intermittent employment Thus, a wage earner may, 
for example, earn as much as $200 in each of 5 months of the year and retain 
ill of his benefits. Under present law, which requires that he lose his benefit 
for each month in which he earns more than $75, he would lose the benefits for 
those 5 months If he earned as much as $90 a month throughout the year 
under present law, he would lose all of his benefits; under tl 
he would lose only 1 benefit for the year. If he earned $100 a month throughout 
the year, he would lose only 3 benefits under the revised test instead of all 
is under present law. The test is liberalized for the self-employed, as compared 
to present law, by raising the yearly exemption from $900 to $1,000 and by 
raising the units causing deduction from $75 to $80 

Earnings include remuneration for services rendered in the year as an employee 


e revised test 


plus net earnings from self-employment in that year less any let loss from self 
employment in that year. All remuneration for services as an employee per- 
formed within the United States is included Net earnings from self-employ- 
ment, for purposes of the test, are identical to net earnings as defined for 
social-security-tax purposes, except that also included are net income or loss 
from the performance of the functions of a public office and net income or loss 
from the performance of service as a minister. Net loss is defined as the excess 
of deductions over income when such excess results from the computations 
applicable in determining net earnings 

In addition to removing the anomaly in present law whereby the wage 
earner has a strict monthly test applied to him while the self-employed person 
enjoys a yearly exemption, the test removes two other anomalies in present law 

he extension of the test to noncovered work removes the possibility that 
beneficiaries may escape the test of retirement by working in noncovered em 
ployment. The application of the test to combined wages and net earnings 
from self-employment in the year avoids the present special advantage whereby 
a beneficiary may earn as much as $900 in wages } I 
self-employment in a year and draw all of his benefits for the year 

he bill provide s that beneficiaries under age 75 whose earnings in the taxable 





wus $900 in net earnings from 


year exceed the basic exempt amount in the year must report their eart s for 
the year and other information that may be required Failure to report as 
required subjects the individual to penalties in the form of additional dedue 
tions. Penalties are not imposed, however, where it is shown that failure to 


report is due to good cause 


The individual may also be requested to submit current reports of pertinent 





information prior to the close of the year so that suspension of his benefits 
may be made on a current basis 
The bill also makes minor amendments relating to the imposition of penalties 
for failure to file required reports of events causing deductions from benefits 
The provisions relating to the a l st of retirement become effective with 
taxable years beginning after December 1954 


Deductions for work outside the United States 


The bill also provides for making deductions from the benefits of a heneficiary 
under age 75 for any month in which he engages in a non ered remunerative 
ctivity outside the United States on seven or more different calendar days If 
deductions are made for any month for this reason, deductions are also made 
from the benefits of any dependent drawing henefits on the basis of the ind 
vidual’s wage record The test applicable to beneficiaries working within the 
United States does not seem fensible for beneficiaric who work outside the 
United States, because earnings in such work are not automatically reported 


either for income-tax or social-security purposes 
This provision will terminate the advantage which beneficiaries now have 
0 are outside the United States and working while drawing benefits Provi 
sion is made, however, so that persons who work « le the United States in 
ecupations covered under the act will not be subject to this monthly test of 
engaging in a remunerative activity, but rather to the annual test of retirement 
pplicable to wages and net earnings in the United States This will he true 
‘ f; 


for example, of the American citizen work 


wl 


, 
ran American employer abroad 


r 








and 
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The individual is required to report months during which he engages in nor 
covered remunerative activity, and failure to file a timely report resuits 
penalty in the form of additional deductions Penalties are not imposed if the 
failure to report is due to good cause 

The pro is ns la - to wo k outside the | nited states ure effect ve for 
monthly benefits for months after December 1954 

PRES LION OF I {ANCE RIGHTS OF DISABLED PERSONS 
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force was disability 

Che first day on which a disabled person could file an application for a ‘“‘d 
bility determination” would be April 1, 1955 

A person already d sabled when the > provisions become effective could estab 

sha period disability extending from the date of actual o1 t 
ibilitv if he met the work requirements on that date Retired workers on the 
benefit rolls could secure a recalculation of their benefit amount (and of the 


dependents’ benefits) to take into account a period of disability which began 
before the effective date of these provisions Benefit increases resulting fron 
the application of these provisions would be effective beginning with the month 
ot July 1955 

\ 2-year grace period is provided initially within which a disabled person 
could file to establish his period of disability with full retroactivity to the date 
of onset ’ersons filing after the ie period would have to file application 
within a year after onset of total disability to have the “freeze” of their old 
age and survivors insurance record effective on the date they first become 
disabled 

To administer the disability provisions, the Secretary is directed to enter into 
contractual agreements under which the State vocational rehabilitation agencies 
or other appropriate State agencies will make findings of fact and a determina 
tion as to whether or not an individual is under a disability, as defined in the 
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by the bill 


The CHarrmMan. The first witness on H. R. 7199 is the Secretary 
of the De partment of Health, Education, and Welfare, the Honor ible 
Oveta Culp Hobby. 

Mrs. Hobby, on bel alf of the entire committee, | wish to take this 


Oop ortunity to welcome you on youl Hirst appearance as a witness 
before us. You are Making a =] le did record as the first Secretary 
of the Department of Health, Education, and Welfare. The Pres 
dent is, indeed, fortunate to have such a capable and charming advo 
cate of his program. 

Will you now proceed, Mrs. Hobby ? 
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STATEMENT OF HON. OVETA CULP HOBBY, SECRETARY OF THE 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, ACCOM- 
PANIED BY NELSON A. ROCKEFELLER, UNDER SECRETARY; 
ROSWELL B. PERKINS, ASSISTANT SECRETARY OF HEALTH, 
EDUCATION, AND WELFARE; JOHN W. TRAMBURG, COMMIS- 
SIONER OF SOCIAL SECURITY; VICTOR CHRISTGAU, DIRECTOR OF 
THE BUREAU OF OLD-AGE AND SURVIVORS INSURANCE; ROBERT 
J. MYERS, CHIEF ACTUARY, SOCIAL SECURITY ADMINISTRA 
TION; AND ROBERT M. BALL, DEPUTY DIRECTOR, BUREAU OF 
OLD-AGE AND SURVIVORS INSURANCE 


Secretary Hossy. Mr. Chairman, before proceeding with my pre 
pared statement, I should like to indicate for the record that Nelson 
A. Rockefeller, Under Secretary, and Roswell Bb. Perkins, Assistant 
Secretary of Health, Education, and Welfare, will participate in the 
presentation of our testimony. 

I should, also, like to introduce to you the new Commissioner of 
Social Security, Mr. John W. Tramburg, and the newly appointed 
Director of the Bureau of Old-Age and Survivors Insurance, Mr 
Victor Christgau. 

Also, present to assist in answering technical questions are Mr 
Robert I. Myers, Chief Actuary, Social Security Administration, and 
Mr. Robert M. Ball, Deputy Director, Bureau of Old-Age and Sur 
vivors Insurance. 

I am happy to have this opportunity to testify on the social-security 
program and specifically on the provisions of H. R. 7199. This bill 
was introduced by your chairman to carry out recommendations made 
in the President’s special message of January 14. 

During the past year, the Department conducted an intensive study 
of both the old-age and survivors insurance and public-assistance 
programs with the objective of developing recommendations to im 
prove these programs to meet the present-day needs of the American 
people more adequately. The results of this study are reflected in 
the provisicns of the bill under consideration today and in the provi- 
sions of H. R. 7200, which relates to the public-assistance programs. 

Social secur wi has become one of the everyday phrases in the Ameri- 
can language. Most people mean by “social security” the Federal 
system which the Congress has named old-age and survivors insurance. 

For millions, this program spells the hope of a secure basic income 
in future old age. For millions, also, it provides the present assurance 
that in case of the death of the family breadwinner money will be 
coming in to help keep the home intact. This program, as the Presi- 
dent has said, is the “cornerstone of the Government’s programs to pro- 
mote the economic security of the individual.” 

In addition to old-age and survivors insurance, the original Social 
Security Act provided for Federal financial participation in the 
public-assistance programs. Under these programs, the Federal Gov- 
ernment makes grants to the States to help them care for their needy 
population; the aged, dependent children, the blind and, since 1950, 
the permanently and totally dis abled. 

The Department, in its review, carefully considered the relationship 
of these programs to old-age and survivors insurance. 
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Before describing the specific provisions of H. R. 7199, I would 
like to have Mr. Perkins present to you some background charts to 
refresh your recollections as to the nature and relative size of these 
programs. 

(The charts are as follows:) 
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Secretary Hoppy. ‘This is Mr. Perkins, Mr. Chairma 
Mr. Perkins. Thank you, Mrs. Hobby. 

Mr. Chairman and members of the committee, our first chart 
mply an orientation chart depicting the United States population 


divided into age groups. th s those who are 65 and over a1 
between 18 and 65, and the children under 18. In the areas with 
the crosshatched black lines we have imdicated t] e persol oO f 
engaged in paid employme! be 

The CrarrMan. Pardon me for just an interruptio 1 tl i 
vou will look through the document in front of Ou, You \ | find 
these charts, and it may be difficult: fe you t e f { 


charts Mr. Perkins is using. 
You! ek proceed, Mr. | erklh 
Mr. Perkins. You will note that about one-fifth of the aged pe 


intion Is engaged Ih paid employment. Whe ( J ik Of 
of coverage ol the OAS] ystem, in the cour i this preset 
we are referring to those } th pa d-en Plovinne i tevory., 
bringing them into the system as contributing } bel 
Qin econd chart te Vinay thre pre ble of old-age ly Port 
one of Increasing intensihicatio It shi thrent popu O 
expected to mcreast from ab t lo. mill } do to about ZS 1 Hon 
the year ~ZOUU | il miore Thin bot Olu 
] rehermore, takebh a L poe ( OT tiie { | ast { Pravpola 
ti t is anticipated ( uber of pr ve Oo 
cre e Tron S percent ol | popttat | percent 
Now, how is the Ie “< Li trove riraye | | iit boil ‘ Oli i 
Le hee pt merrill Lodi Witli 16 pect to the need al te hea 
are cle endent ¢é \ Vou ire el] rwieare, tf ! ‘ wv 
and ou third chart i ply aesigned to rere eCCO 
us to the major distinetions between these progra 
Phere first an old-age anc survivol Vit provral | ill 
I { hn only three of ( ' eC} t | ( ( i 
Federal svstemi. Second, i supported by p ( aXe uhh Xe 
upon self-employed perso) Lhe pavroll tax ire shared by the 
( provee and Che eiplover eQuasrly | ere re «> ¢ t} ) ( il 
general revenues. ‘Thre pavroll taxes flow to t OQASI trust { 
n the Federal Treasury and disbursements are T rom thi 
to the beneficiarie vith tt Daiaice renmaling e OAS] 
i i i Vou how [ ( ve S1S | 
No tiie th re LpOor ¢ ! ' i\ 
ent mae to these be er pLiecde ( ( { 
accoralng to a formiu i sb ie? oth i | 
lo the past earnings ol r Orke Ph ( bout 
on lion benefi babe l t I Ql oul i I 
over-65 category. Othe re children and young wido O} ( 
benefits under the survivorship ispect of the progral 
Now, turning to the public assistance progra ig n, | e! 
tion three characterist CS. k rst. vou will ree ill that thev are combined 
Federal, State. and local operations, and, Secon V. trie ire supported 
DY general revenues, of these voverhmental units, O1 hn some < ( 


spec inl taxes like sales taxes in the States. 
You will recall that there are foul programs, the old-age assistance 


ndicated on the chart and the aid to depen t children. aid to the 
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blind, and aid to the permanently and totally disabled, indicated or 
the chart in the gray. These general revenues flow through the State 
administrations, and are paid to the rec ipients in these four categorie 
under a means test. 

This is the third major characteristic, that the payments are mad 
on ily according to the need of the individuals and in accordance with 
standards fixed by the State administration. At the present time, there 
is a total of 4.8 million recipients of public assistance, about 2.6 
million of them being in the aged category. 

Now, how have these programs grown? Let us compare just the 
two programs dealing with the aged. 

On our fourth chart, we have shown a comparison of the numbers 
of recipients of old-age assistance, with the number of beneficiarie 
of old-age and survivors insurance. You will note that old-age — 
ance started to climb rapidly during the depression years, and « 
tinued to rise with the exception of the war years until it rea ees 
a peak in about 1950. Since then, it has been declining gradually. 
It is believed that the 1950 amendments to the OASI program whic] 
brought more people into the system and increased benefits gav: 
considerable impetus to this decline. 

You will note that the old-age and survivors insurance program 
commenced paying benefits in 1940 and since then the number of 
beneficiaries has increased rapidly and was 4.7 million in December 
of last year. 

Mr. Sturson. What is anticipated with respect to the green line 
in the future? 

Mr. Perkins. This green line, old-age assistance, is anticipated 
descend at a very gradual rate. As I will point out in the next 
chart, taken as a percentage of the aged population, old-age assistan: 
is declining more rapidly. That is, with the aged population con 
stantly increasing, even if old-age assistance should remain at a level 
of, say, 2 million, percentagewise—that is, as a percentage of the 
aged population—it would be declining. 

Mr. Coorrer. Well, Mr. Chairman, would it disturb you for me to 
inquire there ? 

Mr. Perkins. No, sir. 

Mr. Coorer. That was the original purpose and intention of the 
social-security program, was it not? 

Mr. Perkins. You mean of the old-age and survivors insurance 
program ¢ 

Mr. Coorrr. Yes. 

Mr. Prerxins. One of the purposes, as I understand it, was to gradu- 
ally displace the need for direct general revenue and public assistance 

Mr. Coorer. Exactly; that is what I am talking about. And that 
purpose is being accomplished. 

Mr. Perkins. I think it is fair to say it is being accomplished; 
res, sir. 

Mr. Coorrer. Now, let me ask you one other question while I have 
your attention, if you do not mind. Would you explain for my bene 
fit, at least, what that small checked area is on the right on the first 
chart back of you; the small checked area on the 1 ight in the purple, 
and on the green blocks? 
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Mr. Perkins. This checker-crosshatching indicates those who are 
working, and they are in the paid employment category, and, as I 
think I said, about a fifth of our persons over 65 are still engaged in 
employment. A few of the children under 18 are engaged in em- 
ployment, 

Mr. Cooper. Thank you. 

Mr. Perkins. I think Mrs. Hobby will pick up on page 8 of the 
statement before you. 

Mrs. Hognsy. The background charts you have seen give a graphic 
picture of the present size of the old-age and survivors insurance pro 
gram and its rapid growth. There are in all nearly 70 million persons 
in the population today who are insured for retirement benefits, 
survivors’ benefits, or both. 

A program that touches the lives of so many, places upon us a 
solemn obligation to see that it genuinely serves 1ts intended functions. 

The first conclusion that the Department came to in Its study of the 
old age and survivors insurance program was the soundness of its 
basic concepts, that contributions of the workers themselves, and 
their employers, should support the system and that benefits should 
have a relationship to the individual worker’s past earnings. A sys- 
tem based on these principles is most conducive to the enhancement 
of the individual's sense of personal dignity and worth in a free 
society. 

Our confirmation of the value of the basic principles of the OASI 
system led us to a thorough examination of its specific provisions. 
We found two general shortcomings: First, the system as presently 
constituted fails to include many occupations and classes of workers, 
and, second, the benefit provisions are, particularly under today’s 
conditions, in certain respects inadequate and inequitable. 

H. R. 7199 is designed to remedy these shortcomings. The major 
provisions of the bill are summarized on the chart which will now 
be displayed. 

(The chart is as follows :) 
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secretary Hoppy. I wo ld | ke to rea i them 


Extend coverage to 1044 million persons 
lbrop 4 vears of lowest earnings in computing bene 
Raise earnings base to 34,200 





$ Increase benefit levels 
Improve retirement test 





‘rve benefit rights for the disable 


We believe that these provisiol CONSTITUTE i sé pier t¢ tive 
rovement of the old-age and ivivors <ul ( ysten 
Extend coverage to 1014 million perso 
Let us first consider the provisions contain n H. R. 7199 f 
expanding the OAST program to cover essentially a orke 
Si long as the system does not cover ibstant wily i of our wo o 
pulation. there will continue to be many people oO mav have 
ree of income when they retire, a a childyre Whose mot 
be able to em for them adequately if the fat r ctie 
Unde H. R. T199 between 10 and 11 million pel ns who aduring 
the course of a year work In noncovered jé bs would be brought Into 
e system. About Ol, million of these persons OULd e coveres 


1 med ately, and another 4 million would be el rible fo. coverage 
ler voluntary group arrangements 

hose \\ ho would be covered or made elig ble for cove rage ona 
basis under H. R. 7199 include the follow ine: Self emplor ved farme} 
self-employed professionals, including lawyers, accountants, doctors, 
dentists, and others: more hired farmworkers and domestic workers 
than have previously been covered: State and local government em 
plovees in positions covered by State and local retirement system 

le Egymen ; an id val lous smaller groups, s,such as employee fishermen. 

We firmly beheve that if all of these groups are brought into OASI 
so as to ie it essentially a universal system, great advantages will 
accrue both to the individuals involved and to the Nation as a whole 

Coverage should be extended just as far as administratively prac 

cable. No one should be denied the protect on of thi =’ tem because 
of his occupation. 

Individuals should be assured of basic retirement and survivorship 
ncome through a contributory system with benefit pala without a 

eans test. The SCCULITY ott red to ne viv covered ncdividuals and 
their families by inclusion under OASI may make the difference 
between dependence and independence 1h) old age O1 po! the death of 
the breadwinner. 

Incomplete coverage is disadvantageous also to those who work part 
of their lives in covered and part of their lives in noncovered occupa 
tions. Because of the mobility of our labor force, this occurs fre 
quently. Since noncovered earnings do not count in computit 
benefits, taking a job in noncovered employment penalizes a scat 
by resulting in omg em reduction of his benefits Extending coverage 
not only improves the benefit protection people get under the system, 
but it actually reduces the overall cost of the program measured : as a 
percentage of covered payrolls. 

Because of the weighted benefit formula, the benefits for persons who 
are in and out of covered employment are proportionately much higher 
in relation to their covered earnings and their contributions than the 
benefits = persons regularly under the system. Hence, broadened 
coverage 1s advant: ageous to the OASI syste mi cOostwise. 
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Extension of coverage also helps to lighten the burden of publi 
assistance costs upon the general taxpayer, In particular, publ 
assistance loads in the rural areas are higher today than they would 
be had farm groups been covered under the original act. Most farm 
workers and all farm operators are still not covered. By extending 
coverage to them now, H. R. 7199 would have a very significant effect 
in keeping down future public assistance loads. 

For all of these reasons, the administration strongly favors the 
extension of OAST coverage to more Americans, as would be achieved 
by the bill introduced by your chairman. 

2. Drop 4 years of lowest earnings in computing benefits. 

You will recall that under present law a worker’s earnings record, 
for benefit computation purposes, generally commences with Jan 
uary 1, 1951. 

Workers who are newly covered next year would, the re — have 
t-year gap in their earnings record, the years 1951, 1952, 19538, and 
1954. So that the benefits of these newly covered persons will not be 
reduced because of their prior exclusion from the system, H. R. 7199 
provides that 4 years of no or lowest earnings be eliminated in figuring 
the average of monthly earnings. 

This 4-year dropout applies also to persons who are already con 
tributing to the system. Under present law, time out of work 
per iods of low ear nin oS bee: ause of une mployment or te mpor ary illness 
may result in a permanent reduction of benefit. amounts. 

With the 4 lowest years eliminated, benefits of persons already 
covered will more nearly reflect their earnings while they are well 
and working. 

At this point, with your permission, Mr. Chairman, I would like to 
ask Mr. Perkins to present some charts which will give more detail 
about the two major provisions of H. R. 7199 discussed so far; namely, 
the vitally important proposal for the extension of OAST coverage 
and the complement: ry proposal which would close the 4-year earn 
ings gap of newly covered persons. 

(The charts are as follows:) 
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The CuatrmMan. Mr. Perkins, you may proceed. 

Mr. Perkins. Mr. Chairman and members of the committee: We 
are now discussing points 1 and 2 on the list of recommendation 
Our first chart illustrates the scope of the proposed extension of 
coverage. It shows in a circle the 63.2 million paid jobs which were 
counted in December of 1953. It shows in the blue area that 8 out 
of 10 jobs were already covered. I shall mention a few of these 
special segments. 

There is a small area of blue indicating those eligible for coverage 
under group arrangements but who have not elected coverage. These 
persons are State and local employees, and employees of nonprofit 
institutions that have not elected coverage. Then, we have the joint 
OAST and railroad retirement; and we have a segment marked “Armed 
Forces” which indicates those in the Armed Forces who are recei\ 
ing $160 a month free-wage credits under a temporary provision of 
the law. Then we have a group of Federal employees who are 
already covered and a larger group who are not covert d, indicate d by 
this yellow part of the circle. 

The extension of coverage to Federal employees, as you are aware, 
is under consideration by the Committee on Retirement Policy for 
Federal Personnel. It is anticipated they will have some recom 
mendations in the very near future. 

In the white is indicated the proposed new coverage, approxi 
mately 7 million jobs which in the course of a vear are filled by 
approximately 1014 million people. If all of these people were to 
be brought in at the present time, commencing January 1, 1955, we 
would have substantially universal coverage, and the remainder in- 
dicated by this grey of residual would consist primarily of those self 
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employed persons who in the course of a part cular year m olit li 

have as much as $400 of net earnings, but actually in the course 

i lifetime would probably obtain coverage In some other 
Now, in the second chart, we have expanded this area of wi 


’ ’ ' ; 
on the proposed new coverage to show vou the brea c<downh of the 


million people who fill these approximately ‘ mill On JODs, 


We, first, have the most important groups, the self-employ 


farmers and more farmworkers. In the selt employed farm categor 
r the farm operators, as we shall sometimes refer to them, ther 
ire approximately ».0 million, and the farmwot! cers are about 
dicated by this grey of residual would consist primarily of those self 
employed farmers and as farmworkers, since they may work for p 
during part of the time. Therefore, there is really an overlap, a 
this amounts to about 5.8 million persons mm this agri ulti 


he second Dia category to he brought in under HH. 


State and local Government employees in POsITiIONs covered by Sta 


and local retirement plans. Then, in the smaller groups, we hav 
professional self-employed, domestic workers, ministers, and othe 
The othe include fishermen, homeworkers, Federal post oflice e 


] 
if 


plovees, Coast Guard employees, and emplovees of the home | 
banks and such smaller categories. 

Mr. Coorer. Just at that point, Mr. Chairman, may [ask a quest 
It would have been helpful, I would think, if you had ineluded t] 
figures you have Given on that ( hart, 

Nov . would you mind repeating again the number of self mploy 
farmers and the number of farmworkers? 

Secretary Horry. We will be delighted to submit it for the record 
if it will help. 

Mr. Perkins. I will repeat those figures and we will submit 
detail for the record. 

The figures I gave were 3.6 for the self-employed farmers, and 2.6 
for the farmworkers, with an overlap so that the actual total is abo 
5.8, rather than what would be anticipated as 6.2. That appears « 


page 15 of the statement, where it is spelled out in greater detail 


(A table showing the requested information follows :) 


Propose d new coverage 


Farmers 2. 600, 000 
Farmworkers 2 600, 000 
Subtotal 6, 200, 000 
Less overlap 100. GOO 
Subtotal 5. 800, 000 
State and local government employees 3, 500, 000 
Professional self-employed 500, 000 
Ministers 250, 000 
Domestic workers 200, 000 
Others’ 250, 000 
Total number covered in the course of a year 10. 500. 000 
Includes fishermen, homeworkers, field employees of post office, employees in Coast 
Guard exchanges, employees of district Federal home loan banks 
Source Estimated by Bureau of Old-Age and Survivors Insurance on the basis 
Current Population Survey, Bureau of the Census 
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Mr. Stmpson. Mr. Perkins, if H. R. 7199 become v, what poss 
bility then will there be fo! anyone not bvelng® covered D\ oOclal 


ecurity? The man who does not earn S400 d the one who is ex 
empted by law, or by failure to act on th part ol elmployer, and 
what is the situation that would result then / 
Mir PERKINS. Well, ther would still be certain vi \ smal hecovy 
{ 


erecL categories. 


Mr. Simpson. What are they / 


Mr. PERKINS. AS vou sey. the first would ne ft ye elf-emploved 
o do not earn as much as S400 1 e course ol vear. 7] 
ki be certall people, like lawn cutters and DY ters, ( O} 
a casual way and irregularly for a lot of different employers 
lo not have enough earnings from any one employer to meet the 
required test for this type of work. There would b ose for who 
ve rage provided ol) L gvroup electio Da but ao 
verage—such as under the provisions of H, R. 7199 pel 
isters to Come Il Ol a Optio} al bas because O f Ld 
ix exemption OT religious organizations and ¢ ) org 
itLOnS, There would also be I leral emplo et ‘ ( Oposa 
made DV the Committee ¢ Re rere I tor i t t i “0 
ovel that. Then the pol emenh aly emenh, evel | 1¢ re be 
id not be covered. 
Mir. SEMPSON. You mean even whet they etect to ( overt 12 
Mr. Perkins. Thev are not included under H. R. 7199 


Mir. Kean. In response to that, the « orke ld be the one 


who does not 


get SoU from any ohne employer. 
Mr. Perkins. In the course of a quarter; that is right. 
Mr. KEAN. Le would be the one who would ot ‘ Licht 
Mr. Srmpson. Now, firemen you ment | the te ( 


Mr. Perkins. The teachers come under H,. R. 7199 

Mr. Simpsc N. Do they come In without elec 

Mr. PERKINS. Under H., R. (199, the come ( e same Das 
state and local empl vees covered DV thelr ¢ retirement p 
ech is on an elective DAS] tTwo-thiras vote of those voting 


referendum. 


Mr. Simpson. Then the firemen and policemen st Lione a 
group ¢ 

Mr. Perkins. The firemen and policemen have always opposed 
extension of coverage on the ground that their hazardous occupatio 
have enabled hem to vel rather liberal retirement systems hn the 
own State and local areas. ‘I ey lw Lys have bee ic i that al 
extension, or even mention, of OASI coverage Would ft ad to decrease 
the rather liberal protection v they have been giv 


Mr. Simpson. ‘Thank you. 

Mr. Coorrr. On that point, Mr. Chairman, there are also certa 
other groups that have alway heretofore objected to beme brought 

nder; is that not correct / 

Mr. Perkins. Yes, sir. 

Mr. Cooper. That would be the same Category a our hremel ul 
policeme! .so faras that pha -e of It Is Concerne ¢ 

Secretary Honey. That would be so far as the objectior s concerned 
and not so far as protection 1s concel ned. 

Mr. JENKINS. I have one question. Your charts are assumptions 
based on certain informed estimates that you have made? 
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Mr. Perkins. Yes, sir. It is an estimate. I think on all of th 
charts we must take these figures as estimates in many cases—as the 
best estimates we could make. 

Now, turning particularly to the farm — the Secretary men 
tioned in her statement the significance of the lack of coverage of 
farmers and most farmworkers in the public-assistance field. That 
is illustrated on this chart where we have shown the percentage of the 
aged population in the farm counties and in the nonfarm countii 
receiving, respectively, OASTI and OAA payments. A farm county, 
for that purpose, has been defined as one in which more than 50 percent 
of the population live on farms. 

Now, taking the farm counties, we found that 31 percent of the 
aged population are recipients of old-age assistance, and that 13 
percent are recipients of OASI benefits. 

In the nonfarm counties, because of the longer period of coverags 
of OAST for industrial workers, we find that the situation is the re 
verse, and that 17 percent of the aged population in the nonfarm 
counties are receiving OAA and that 36 percent are receiving OASI 
benefits. So that we have a vivid picture of the effect coverage under 
OASI has had in keeping down the OAA rolls in the nonfarm 
counties. 

Now, one of the reasons why coverage for farmers has been delayed 
is that it has been regarded as very difficult for farmers to report 
their income for social security tax purposes. We are now consid 
ering just the self-employed farmers. For particularly the low 
income categories of farmers it has been thought that it would be very 
difficult for them to estimate their net income, having to take inven 
tories of crops and so forth. They might also have to figure depre 
ciation. 

Now, that problem was worked on by a distinguished group of 
consultants to the Department, which included the National Grange 
and American Farm Bureau reeninye and a proposal was worked 
out which has been approved by the Departments of Treasury and 
Agriculture, which we think would take care of the problem for low 
income farmers. The proposal is that the low-income farmers, those 
having gross farm income under $1,800, be given an optional method 
of reporting, and that for social-security purposes they need not com 
pute their net earnings, figuring in all of the depreciation and ex 
penses, but rather may report as their earnings for social-security 
purposes 50 percent of their gross earnings from farming. 

Now, for the 2.6 million out of the 3.6 who are estimated to have 
cross farm income over $1,800, they would be reporting under the 
usual method—that is, along with their income-tax return on a 
schedule comparable to schedule C, which would be used for their 
social-security reporting. They would compute their net earnings: 
but if their net earnings were under $900, they would be permitted to 
report $900 as their net earnings for social-security purposes under 
this optional method. 

So, it is believed that that simplified test for low-income farmers 
would facilitate bringing in this group, and that one of the serious 
bars to coverage of this group of self-employed farmers could be 
removed by adopting a simplified method of reporting. 

Now, turning to the farm workers, that is, the employees on farms, 
we find that 700,000 of them are already covered by OASIL. That is, 
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TOOO00 out of a total of about 3.3 million who would be covered 
by H. R. 7199. Now, the reason that only 700,000 are in now is 
because of the very rigid eligibility test in the present law. The 
present law has an exceedingly complex test that a farm worker is not 
eligib le for OAST unless he hi is had continuous e ‘mployment for one 
full calendar quarter before coverage starts. That is called the quali- 
fying quarter. 

Then, he is covered in the next quarter if he has fulltime work 
on at least 60 days with $50 of cash wages in the quarter from the 
same employer. 


Now, then, he is covered in the next tae if he has $50 cash 
wages, but there is still another gimmick and that is that if he does 
not have 60 days in - at quarter, although this t bed quarter counts, he 


has to start all over again. 

Well, this rather ccadienel test has been a bar to more farm 
workers being in the system. Under the proposal, this complicated 
test would be reduced to a very simple one. It would be $50 in cash 
wages in the calendar quarter from the employer. 

Now, under this simplified proposal, most of these farm workers 
would be brought in, and it would be a relatively small group who 
would not qualify under this simplified eligibility test. 

Mr. Coorrr. How many do you estimate that would be? 

Mr. Perkins. We could estimate, Mr. Ball, would it be the full 
2.6 million ¢ 

Mr. Coorrr. He said even under the proposal presented under this 
bill and advocated here, there would still be a certain number not 
covered, and I am asking him if he can give some estimate of how 
many would be still not covered. 

Mr. Perkins. That is, the peop le who would come into a farm just 
to pick apples for | or 2 days in the harvest season; how many would 
you suspect m1 ight be in that ¢ ategory ¢ 

Mr. Batu. In the course of a year, that might be slightly under 114 
million workers, the great majority of whom would be housewives, 
students, and other casual workers who are not ordinarily in the labor 
market. 

Mr. Perkins. Are they counted in the 2.6 million? 

Mr. Batu. They are not in there. 

Mr. Perkins. I misled you, sir. The 2.6 would be those who would 
be covered under this proposal but who are not covered now; the 
people who come into a farm just for a day or so and then move on 
to the next farm are not counted. 

Mr. Coorer. I did not understand you to say the 2.6 would or would 
not come under the proposal. 

Mr. Perxrins. They would. 

So much for the agricultural groups. Turning to the State and 
local Government employees, what is the situation today with respect 
to them ? 

Well, this bar indicates the total number of State and local em- 
ployees, about 4.2 million. We have shown here those who are cov- 
ered by State and local retirement systems in the yellow. That is 
about 314 million. Now, under the present law, a member of a State 
and local retirement system cannot be a member of the old age and 
survivors insurance system if he was in a position covered by the 
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State and local retirement system at the time OASI coverage was 
extended to the coverage group to which he belongs. 

In other words, you cannot, unde r present law, get into OASI if 
you are in a position cove red by a State or local retirement system, 
That is why this group in the yellow are not covered by OASI. 

Now, there is included in the 3.5 million a group of employees indi 
( ad by this crosshat hed area who are both under State and local 
retirement systems and OASI. The reason for that situation is that 
they came into the OASI system ata time when they did not have a 
State and local retirement system, and in some cases the State and 
local governments actually dissolved the retirement system in orde1 
for the employees to come into OASI and then built a new supple 
mentary pension plan on top of OASI, once they were in. 

Indicated by the solid blue, we have those who do not have any cov 
erage under the State and local retirement Systems, bul are coveres 


by OASI already, or are eligible for coverage. 


One of the reasons in addition to the reason that these people ma) 
not alw ays Stay under their retirement system , Ohe more reason Why 
5:3 felt that they hould have OASI protect n is that the State 

d local retirement svstems generally are ymmewhat deficient im the 


irvivors! Ip protection which they proy ide, although they are good 


retirement system Qn the sur vorship ae they nay provide 
ttle or no benefits. Out of the total of these 3.2 million peopl 

st have State and local retirement coverage, 1t 1s estimated that 

ubpoutl re OOM wiVve > u'vivorship protection, and tie 1) lance do not 


Mr. Ep! RHARTER. Are you vyoing into the subject later on as to 
hose groups that are covered by State and local retiremeni system 
ll there be a lot of objection or has there been a lot of objection 


on the il part to coming nto OAS] 4 Are you gomg to cover that 


iter or is the Secretary going to cover it ¢ 
Mr. PERKIN I would like to say in answer to that that they we 
Pot be forced under OASI. They would come in under this proposa 


t 


Oh an elective Dass, and referendum would be held and two th rds ol 
those voting would control. 

Mr. Foranp. Is that two-thirds of those voting or two-thirds of 
the employees ? 

Mr. Perkins. It would be two-thirds of those voting, under the 
pro osal. 

Mr. Foranp. You may have a minority vote in there, to make the 
decision. 

Mr. Mason. You cannot count them if they do not vote. 

Mr. Foranp. I am asking Mr. Perkins. 

Mr. Perkins. You have stated it correctly. 
Mr. Foranp. The big trouble hes in the fact that 11 you only have 
the majority of those present and voting you might have a small 
attendance at the meeting when this is taken under consideration. 
Serious consideration should be given to a majority vote of the total 
membership. 

Mr. ‘Sutpson. We would like to adopt that with respect to labor 
unions, too. 

Mr. Foranp, It is all ri 
prevail. 

Mr. Stmpson,. I would be for it. 


vl 


rht with me. and I believe a majority should 
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paths, optometrists, architects, accountants, funeral directors, and 
so forth. 

Mr. Cooper. May I inquire there? I assume that some time in the 
course of your presentation, you will advise us as to what informatior 
you have received as to the desire of these groups to be covered : is 
that correct? Do you plan to give us that information ¢ 

Mr. Perkins. We had not anticipated that, but we will get up a 
report if you would like on such information as we do have. I think 
that a number of the groups will be before you testifying. 

Mr. Cooper. Well, you are aware of the fact that in the past certain 
of these groups have objected to being covered ¢ 

Mr. Perkins. Yes, sir. 

Mr. Coorrer. And that is one of the main reasons they have not 
been covered heretofore ? 

Mr. Perkins. That is true. 

Mr. Coover. If the situation has changed, and you have informatio1 
indicating that, I] assume that you would probably present it to us. 

Mr. Perkins. All right. I think that I can just say offhand, that 
we have had indications from a number of these groups, from account 
ants, for example. that they are in favor of coverage, and we will 
try to make a full statement of that. 

The CHamman. Without objection, Mr. Cooper's request will be 
complied with. 

(The statement is as follows :) 


ATTITUDES OF SELF-EMPLOYED PROFESSIONAL PEOPLE AND FARM OPERATORS TOWARD 
OAST COVERAGE 


The attitudes of self-employed professional people and farm operators toward 
old-age and survivors insurance coverage are not easy to determine. Reports on 
attitudes among some of the professional and farm groups are conflicting. In 


some instances the professional associations have not taken clear positions. In 
many instances where the associations have taken clear positions, there is some 
indication that many individuals in the groups do not share the attitudes ex- 
pressed by their associations 

Following are the indications of attitudes among professional groups and farm 
operators that have come to our attention: 


EXCLUDED PROFESSIONAL GROUPS IN GENERAL 


From February 1 through March 5 of this year the Bureau of Old-Age and 
Survivors Insurance kept a count of all inquiries received in its offices—oral and 
written—about the provisions of H. R. 7199. During the period 6,870 inquiries 
about coverage for professional self-employed were received. Of the total, 73 
percent were in favor of coverage, 11 percent were opposed to coverage, and 16 
percent were noncommittal. 

ACCOUNTANTS 


At its 1953 midyear meeting, the American Institute of Accountants (11,000 
members adopted a resolutions to the effect that if the administration recom 
mends an expansion of old-age and survivors insurance coverage to self-employed 
professional people the institute would support the recommendation. 


ARCHITECTS 


The American Institute of Architects, at its annual convention in June 1958, 
authorized a study to be made of the attitude of architects toward old-age and 
survivors insurance coverage. Mr. J. Winfield Rankin, administrative secretary, 
American Institute of Architects, reports that the results of the study show that 
approximately 60 percent of the architects favor and 40 percent oppose old-age 
and survivors insurance coverage. This study is based on results from 81 chap- 
ters representing about 7,500 architects. 
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An opinion poll of architects was completed early in March 1954, but Mr 
Rankin states that the results of this poll are confidential until the president of 
their orgunization testifies at the social-security hearings 


DENTISTS 


At the American Dental Association convention held in September 1953, this 
reanization reaffirmed its position of opposition to old-age and survivors insur 
ance coverage for self-employed dentists Although the American Dental Asso 
ation favored old-age and survivors insurance coverage of self-employed den 
tists ut its 1948 annual convention, it has opposed such coverage at each annual 
convention since that time. 

The editorial staff of Dental Survey reported the results of a poll of dentist 
ts February 1951 issue. The interviewers asked dentists: “Would you like 
ave dentists included under provisions of the amended Social Security Act 
the same basis as other self-employed persons‘ The vote was 53 percent i 

favor of inclusion to 47 against 

In the February 1954 issue of Oral Hygiene, Dr. Earl H. McGonagle reports 

that three State dental asseciatious have recently conducted postal-card polls 
of their membership on the subject of old-age and survivors insurance for self 
employed dentists, with the following results 


Yes N 
Massachusetts 1, 164 51 
Minnesota 927 
Oregon 397 14¢ 
( 


The Ohio State Dental Society recently conducted a poll in which it found 
that on the basis of 1.685 returns, the dentists voted 8 to 5 to be included uncer the 
provisions of the Social Security Act (lowa Dental Bulletin, October 1953) 


ENGINEERS 


In January 1954, the National Society of Professional Engineers completed a 
survey of the opinion of members toward old-age and survivors insurance cover 
age which shows that 54.6 percent are opposed to mandatory coverage and 45.4 
percent favor it. A majority of the members are in favor of voluntary coverage 


FUNERAL DIRECTORS 


In January 1954, the National Funeral Directors Association officers in five 
States—Indiana, Kentucky, Maine, New York, and Wisconsin—felt that, based 
on surveys they had made, their members favored old-age and survivors insur 
ance coverage. The National Funeral Directors Association membership in the 
remaining 43 States and the District of Columbia was 9,749. Of this number, 
2.104 returned a completed questionnaire; 1,447 said they wanted to be covered, 
nos Were against coverage and 104 said they already were covered or were 
indecided as to coverage. 

LAWYERS 


The American Bar Association at present does not have a clear position on old 
age and survivors insurance coverage for self-employed lawyers. At its annual 
convention in August 1953, the committee on unemployment and social security 
recommended that the association’s previous opposition to coverage be reaffirmed 
However, the house of delegates referred this recommendation back with the 
request that the committee report in 1954 on the desirability of a voluntary plan 
of social security for professional people. In its report, the committee stated 
that replies to its questionnaire on coverage for self-employed lawyers were 
“about equally divided pro and con.” 

The National Bar Association (a national organization of Negro lawyers) 
designated a committee to study the question of old-age and survivors insurance 
coverage for self-employed Jawyers in 1952. At the August 1953 convention, 
opinion was divided, and a resolution favoring old-age and survivors insurance 
coverage for self-employed lawyers was tabled. 





IZ SOCIAL SECURITY ACT AMENDMENTS OF 1954 


In September 1951 Senator Henry C. Lodge took a poll of the attitude 


Massachusetts lawyers toward old-age and survivors insurance coverage an 


reported that SS percent declared themselves emphatically in favor of coverag 





Senator Lodge introduced a bill for extending old-age and survivors insurat 
Oo self-emptlo law ye Ol 1% intary basis (Congressiona Record, Ja g 


ved 
1952, pp. 371-3872 
In June 1953 Congres 


Louis Rabaut nnounced the results of an opini 


poll of Michigan lawyers showing that 2,825 lawyers favored social 








coverage and 1395 we e opposed (Congressional Record, June 26, 1953) 
Congressman Kean reported in August 1953 that lawyers replying to a Ne 
Jersey Law Journal poll were overwhelmingly in favor of old-age and survi 


insurance coverage ( Baltimore Morning Sun, Aug. 21, 1953). 


PHYSICIANS 


The American Medical Association has continuously opposed the extensior 
old-age and survivors insurance coverage to the professional self-employed s 
June 6, 1949. The association’s committee on legislation has recommende 
“active opposition” to Representative Lane’s bill (H. R. 3488, introduced « 
February 25, 1953) and Representative Kean’s bill (H. R. 3608, March 2, 19! 
both of which would extend social-security coverage to the professional s¢ 
emploved ) a 4 
(S. 1470, March 27, 1958) to provide voluntary coverage 

A survey of 5,000 physicians under age 65 was conducted in 1952 by 
editorial staff of Medical Economics. Their report showed that 55 percent 
the self-employed doctors who replied to the survey opposed coverage by sox 
security and 45 percent favored it 
just recently (almost 2 years later) those who wanted social security numbe 
more than half (54 percent Medical Eco mics, J: ary Tod 

In December 1953 Congressman Kean announced that the results of a ] 
conducted by the Essex County Medical Society showed that New Jersey phys 
cians favored inclusion in the social-security program by a 6-to-1 margin. 


Mh 11 my rel - ind Tidh ale 





“Among another cross-section questioner 


FARM OPERATORS 


Both the National Grange and the National Farmers Union favor the extensi 
of the old-age and survivors insurance program to farm operators. The America) 
Farm Bureau Iederation takes the position that the “experience with coverage 
of the self-employed is still insufficient to determine the practicability of coveri 
farmers under the provisions relating to the self-employed,” and that t 
question of coverage of farmers should be further deferred until more satisfactor 
experience is obtained.” 

In 1951 and 1952 the land-grant colleges in Connecticut, Wisconsin, and Tex 
in cooperation with the United States Department of Agriculture, conducted 
studies for the purpose of determining farmers’ retirement plans and _ their 
attitudes toward the old-age and survivors insurance program A sample group 
consisting of 1,555 farm operators was interviewed in selected areas of these 
States. The farm operators interviewed generally approved of the old-age and 
survivors insurance program; the percent approving ranged from 75 to 85 pet 
cent The proportion favoring the coverage of farm operators varied from 

; ; 


t f 


to 70 pecent In general, the older and the younger farmers were more in fay 
of coverage than the middle-age group. Those who had some experience wi 
old-age and survivors insurance or were acquainted with its provisions tends 
to favor the coverage of farmers more than those with little or no knowledge 
of the program 

From February 1 through March 5 of this year, the Bureau of Old-Age a 
Survivors Insurance received 8,567 inquiries, both oral and written, about old-age 
and survivors insurance for farm operators. Of these inquiries, 79 percent wer 
in favor of old-age and survivors insurance coverage, 7 percent were opposed 
to coverage, and 14 percent were noncommittal. 


Mr. Perxins. Now, the next group indicated are more domestic 
workers. As you know, some of the domestic workers are already 
covered, but they are also subject to a rather complex eligibility test 
which involves working 24 days in 1 quarter for 1 employer. Unde 
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he proposal, the domestic workers would be given the same simplified 
eligibility test which I described for the farmworkers. That is, $50 
n cash wages in a quarter from 1 employer. 
Now, the domestic workers envelope tax return is the one which I 
believe has been distributed and which you have a copy of be Pt you, 
ind we h: ave simply reproduced it here in this chart to show the relative 
mplie ity of reporting by house oii with respect to domestic serv- 
ants. The housewife is mailed this preaddressed envelope form, and 
he writes in the worker’s name and social-security number and wages, 
and computes the tax and inserts the tax payment in the pocket of the 
envelope and returns it. 
Experience has shown that the housewives make out axtremely ac- 
curate and neat returns and they actu: ally are doing a better job than 
ome of the small industri i] employe rs. 


Now, turning to the second major proposal, that is, dropping the 4 
years of lowest earnings and computing be1 en as the Secretary 
stated, and you will recall the starting date for the computation of an 
average monthly wage is generally January 1, 19 , unde ‘r present law. 
Under that law, if a worker were — covered in 19: Dd, Stu Na as a farmer 
brought in, we will say, under H. 199, he would have a 4-year gap 


in his earnings record between ot oe 1955. Under the proposal, he 
would be permitted to eliminate those years in the computation of his 
benefits, with the result, if he had an earnings pattern along these lines, 
during the time that he was in the system, under present law, he would 


get $209 average earnings for the computation of his bene fit. But if 
he were given the right to eliminate the 4 lowest vears of earnings, as 
proposed under H. R. 7199, he would not count these 4 years in com- 


puting benefits, and his average monthly wage would, shetohatts be 
$213. 

Now, this proposal would also work for the benefit of persons who 
are already in the system. We have shown an example of that as the 
contruction worker, and, for example, the construction worker work 
ing part time before retirement—that is, he has an earnings pattern 
along these lines shown here, but just before retirement he slacks off 
in his work and he does not have as high earnings, in the years just 
preceding retirement. 

Now, under this example, whereas with this earnings pattern he 
would have an average wage of $226 under present law, under the pro- 
posal if he were permitted to eliminate these 4 lowest years of earnings, 
he would have an average monthly wage of $260. 

Now, I should point out that the 4 years do not have to be consecu- 
tive years under the proposal, and they can be the 4 lowest years ir- 
respective of where they occur. But it would have the effect of giving 
this worker, for example, an average monthly wage which is more 
realistically related to the wages he was a ‘tually earning when he was 
actively employed. 

Well, that completes points 1 and 2, and I believe the Secretary will 

pick up at page 28 of the yrepared statement. 

Mr. Coorrr. Let me ak you one question there. All of these ques- 
tions are just for indeeneten. Now which 4 years is it that you 
propose to drop out ? 

Mr. Perkins. He would be permitted to drop out the lowest 4 years 
of his earnings. 


45622—54 5 











54 SOCIAL SECURITY ACT AMENDMENTS OF 1954 


Mr. Coorer. The lowest 4 years of his earnings, any time during 
his lifetime earnings? 

Mr. Perkins. That is right. 

Secretary Horny. Mr. Chairman, in addition to incomplete cove 
age, you will recall that I referred to certain inadequacies and i 
equities in the benefit structure of the old-age and survivors insuran 
system. I will now discuss the next two proposals contained in H. R 
7199 which are designed to remedy these shortcomings. 

The third recommendation listed on the large chart is: 


RAISE EARNINGS BASE TO $4,200 


The maintenance of : lation nship between the individual’s ear: 
ings and the be nefits ee receives is a cornerstone of the OASI systen 


However, only the first $3,600 of a worker’s annual earnings are tak 
into account for contribution and benefit purposes. 

Earnings levels have continued to rise since 1950 when the $3,60( 
base was established. As a result, more and more workers have onh 
part of their earnings credited. The benefits they receive upon retire 
ment or that their dependents receive in the case of death represent 
a smaller proportion of the actual earnings loss than was contemplated 
at the time the wage base was set at $3.600. 

Moreover, as the earnings of more workers exceed the maximum 
fixed in the law, differences in their earnings no longer yield diffei 
ences in their benefit amounts. A substantial proportion of bene 
ficiaries thus tend to get about the same benefit—not because thei 
earnings have been the same, but because their earnings have ex 
ceeded the maximum unde r the syste m. A rise in the earnings base 
is, therefore, essential to the effective maintenance of the principle 
that benefits should reflect differences in individual earnings. 

Another aspect of the present low-wage base is that, as earnings 
rise, a steadily diminishing proportion of the Nation’s covered payrolls 
is available for financing social security. That is, the proportion, of 
covered payrolls which was contemplated as the tax base for the 
support of the old-age and survivors insurance system is presently 
not serving this purpose. 

For these reasons, the administration recommends, and H. R. 7199 
provides, that the maximum for annual earnings creditable under 
OASI be raised from $3,600 to $4,200. 


4. INCREASE BENEFIT LEVELS 


In addition to amending the law so that benefits would more ade 
quately reflect the ine reased earnings of workers under the system 
we believe that benefits ought to be la arger. 

It should be noted that old-age and survivors insurance benefit 
levels were originally fixed in the mid-1930’s during a depression 
economy. Benefit increases enacted by Congress since then have done 
little more than keep pace with the inflationary trend which our 
Nation has heretofore experienced. In my opinion a readjustment in 
benefits to take into account the improved living standard of the 
American worker is necessary. 












SOCIAL SECURITY ACT AMENDMENTS OF 1954 oo 




































A further consideration in fix he benefit leve s that low old 1 
and survivors insurance benefits result in a need for substantial suy 
plementation through public assistance payments 

Of course, OASIT is not intended to serve as a substitute for private 
savings. Rather, it should serve as a base upon which the individual 
will be encouraged to build, through savings and private insurance, to 
ward greater retirement and survivorship security. 

The fact is that today OASI does not provide Al adequate pase, 
Thousands of old-age and survivors insurance beneficiaries receive the 
minimum benefit of $25 a month. The maximum benefit for an in 
vidual is $85 a month. These benefits are too low, under today’s cond 
tions, for old-age and survivors insurance to fulfill its purpose of pro 
viding basic retirement and survivorship protection and reducing the 
need for public assistance to the lowest possible level. 

The present formula provides that benefits equal 55 percent of the 
first $100 of the worker’s average monthly wage, and 15 percent of the 
remainder up to $300. The formula contained in H. R. 7199 would 
provide for a a benefit equal to do percent of the first $110 of the 
worker’s average monthly wage and 20 percent of the remainder up to 
$350. The minimum benefit would be increased from $25 to $30. Cor 
responding increases ranging from $5 to $13.50 would be prov ided for 
workers now retired, with comparable increases for other beneficiary 
categories. ; 

Mr. Chairman, it might be well to stop at this point and review, with 
the charts, the last two proposals which I have deseribed—raising the 
wage base and increasing benefit levels. 

(The charts are as follows:) 
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Phe Cuarrman. Mr. Perkins will proceed now. 

Mr. Perkins. We are now discussing points 3 and 4 on our origi 
chart. 

As the secretary has stated, although one of the cornerstones of ft 
OASI system is that benefits are related to wages, the fact is that today 
a substantial portion of the wages of the average worker is not being 
counted toward his ultimate benefits. 

The trend over the years in this respect is shown by this chart. This 
chart illustrates the percentage of male full-time workers earning a 
amount annually higher than the wage base in the law at the time. hi 
1938, about 6 percent of the male workers were earning over the wage 
base. During the years this percentage rose rapidly, and, by 1950, 
about 57 percent of these male full-time workers were earning mor 
than $3,000. 

Congress stepped in at that point and raised the wage base to $3,600. 
It was anticipated that this would bring down to about 36 percent the 
number earning more than the wage base. But, in the course of eve 
the very next year, earnings’ levels rose so that by the end of 1951 it 
appeared that t8 percent of the regularly employed male workers 
were earning over the wage base. 

This continued to rise until in 1953 it is estimated that 61 percent of 
the male full-time workers were earning over the wage base. 

Under the proposal, the wage base would be‘increased to $4,200, and 
would bring down to 43 percent the number of male workers in the 
system earning over the wage base. 

* The Cuarrman. We have apparently a quorum call in the House. 
I would like to save time and proceed as much as we can to just go over 
and return and then we will suspend a little later. 
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We will just proceed now, and each member can take his turn in 
going over to the call. We will proceed, but there will be no questions 
asked until they get through. Then we will have an opportunity to 
ask questions. 

We will suspend at this time until we have had a chance to answer 
this rolleall. We will be back by 11:30. 

(Brief recess. ) 

The CHarrMAN. The committee will come to order. Mr. Perkins, 
you may continue, please. 
~ Mr. Perxtns. Mr. Chairman, we were discussing this chart relating 
to the earnings base, and I made the point that the proposal would 
bring down to 43 percent the number of persons, male full-time work- 
ers, earning over the wage base. 

Now that 43 percent would not be quite as much of a correction as 
the Congress sought to make in 1950, when it brought the wage base 
up to $3,600. 

At that time, as I think I mentioned, it would have brought down 
to 36 percent the number earning over the wage base; but, in general, 
one might say that the proposal for bringing the wage base to $4,200 
is to create substantially the same effect as what Congress did in 1950, 
as a result of the rise in wage levels. 


Now, I will mention the meaning of these white-dotted lines. Those 
lines indicate the earnings levels if you take women into account: and 
vou will see that 99 pattern of the rising wage level is substantially 


the same, although it is not quite as high. 

Our next chart shows the effect of having a wag 
ow. This shows the benefits of recet tly retired 1 ale workers. And 
you will see from the chart that approximately 50 percent of the 
recently retired male beneficiaries are receiving between $75 and $85 
in benefits. That is very close to the maximum. 

Now, with this wage base pressing down on the rising wage levels, 
more and more workers will receive the maximum benefit, and there 
will cease to be a differentiation in benefits to people who will have 
different wages. Hence, one of the reasons for the proposal of in- 
creasing the wage base would be to preserve the wage relationship and 
the wage differentiation which the system traditionally has. 

The Cuarrman. Mr. Mills has a question. 

Mr. Miius. Just one q uestion, Mr. Perkins. When you referred to 
regularly employed workers and to male workers, you do not confine 
that term to just employees? That may well include self-employed 
people, is that right ? 

Mr. Perxrys. Just as long as they are in the system, that is right, 
sir. 

Mr. Curtis of Missouri. This is largely, would you say, as an obser- 
vation, a correction for the inflated dollar, is it not ? 

Mr. Perkins. Yes; and the rise in wage levels which is a reflection 
of the same thing. 

Mr. Curtis of Missouri. That is really the problem, as I see it, 
at least a good part of it. What do you think, looking into the fia. 
if the cents are put back in the dollar in purchasing power, and where 
are we when we peg all of this to the dollar? We are pegging all of 
this to the dollar sign, and we have a dollar that is not pegged to 
anything. 


re hase that is too 
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I am just wondering, in our law, as long as we peg it to the dolla 
sign, whether we are going to have to correct that in the future in casi 
the dollar continues to inflate, or if the dollar were to go down. What 
you are trying to do is relate it to consuming power, I would say. 

Mr. Perkins. Ina sense, that is true; but, since the dollar represent 
what the beneficiaries can buy, what the earnings represent and the 
benefits based on the earnings represent, we think it is essentia 
that the system be related to the unit of purchasing power—which i 
our count ry 1s the dollar. 

Therefore, we think it is fair to relate the structure of the system 
to the dollar. 

Mr. Curtis of Missouri. I am inclined to agree. The only thing 
is that you would say that, because of this, probably future Co) 
gresses might have to readjust, as far as the purchasing power 
concerned, again in case the dollar value is either inflated or deflated 

Mr. Perkins. If the Congress should continue with the philosophy 
that it apparently had in 1950 when it adjusted the wage base, that 
would be true. 

Mr. Curris of Missouri. Thank you. 

Mr. Perkins. There is one other aspect of the fact that earning 
levels have increased and the wage base has not comparably increased 
It is that the OASI system is losing some of its tax resources, 

Now, when in 1937, the earnings base was $3,000, about 90 percent 
of covered pay rolls were actually taxed and only this 10 percent (ir 
dicated in the yellow here on this chart) were above the earnings | 
of $3,000; and therefore not contributing to the support of the OAS] 


system. 


3 DAS 


You will see that by 1954, with the earnings base at $3,600, becauss 
of rising wage levels the amount of the payrolls taxed has been re- 
duced to about 75 percent and that about 25 percent of covered pay 
rolls of the OASI system are not contributing to the support of tl 
system. 

Now, under the proposal of raising the base to $4.200, we would 
regain approximately the same amount of payroll tax resource as wt 
had in 1950 when the Congress raised the base to $3,600. 

Mr. Miuus. I hesitate to interpose again, but may I ask a questior 
at this point. What would the percentage of payrolls taxable be in 
1955 under the proposal in the bill? 

Mr. Perxrs. About 82 percent. 

Mr. Mitxrs. It will be less than the percentage covered in 1937? 

Mr. Perkins. Yes, but it will be approximately what it was in 195( 
when Congress went up again. 

Mr. Mriis. What would the taxable base have to be to bring it up to 
the same level as in 1937 ? 

Mr. Perkins. It would be very high; one estimate has been about 
$7,000. 

Mr. Minas. It would have to be $7,000? 

Mr. Perxrns. Yes, sir; but this proposal parallels the 1950 amend 
ment in its scope. 

Now that covers the earnings base, raising it to $4,200. 

Mr. Enernarrer. In 1950 the administration recommended $4,800, 
is that not correct ? 
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Secretary Hoppy. Yes, si 

Mr. Esernarter. It seems to me that it would be more nearly in 
line with the value of the dollar if we made it $4,800 instead of the 
$4900. Is there any particular reason for holding it down? I think 
that you are holding it down by making it $4,200. 

Mr. Perkins. On both of these points 

Mr. Esernarter. Also, you are going to cover this later? 

Mr. Perkins. No, sir. 

On both of these points, the administration proposals parallel very 
closely what the Congress did in 1950. As you will recall, the Con- 
gress | went into the social security 1 aws very thoroughly in 1948, 1949, 
and 1 50, with ve ry long studies on bot h the House side an d the Senate 
ida 

At that time, Congress, instead of going back to this 1937 situation, 
felt that it would be adequate to correct this wage base by raising it to 
$3,600 to bring it down to about 36 percent of those earning over the 





wage base. 

Correspondingly, on this chart, the Congress went back to approxi- 
mately this point on the proportion of covered payrolls taxed. 

Mr. Eseruarrer. Does that not mean, Mr. Perkins, that there are 
57 percent of the people in covered emp oe that cannot get as 
much social security benefits as they could if a greater proportion of 
their earnings are covered? That is what your 43 percent means. 
There are 57 percent of the covered emp loyees who are earning more 
money and cannot get higher benefits. 

Mr. Perkins. No, sir. It is 43 percent who would be earning over 
the wage base. As to them, however, your statement is substantially 
correct. I want to confine it of course to the regular male workers. 
This applies to regular male workers, these figures that we are talking 
about. 

What you are pointing out is that those people have some earnings 
which are not contributing toward their benefits. That might be a 
dollar or $10. But it is true that that 43 percent would have some 
earnings which are not contributing. 

Mr. Esernarter. They could get higher social security benefits if 
they paid on _ ir higher wages up to $4,800. 

Mr. PERKIN If they paid the h ighe r tax: that is correct. 

Mr. Mason. “y gather that your proposal to raise it to $4200 and 
bring it about on a par with what we did in 1950 means that you fe a 
or the administration feels, that maybe Congress was not too far 
wrong in 1950, and made a better adjustment than the administration 
had recommended, the $4,800, and now we feel that perhaps the Con- 
gress has set a pattern rather than the administration; is that right? 

Mr. Perkins. Absolutely. 

Mr. Mason. And, then, there is another point that we are missing 
entirely by some of these questions; that is, that after you get up past 
$4,200, or so, perhaps you are then invading the field of the insurance 
companies, and that all you are —s to do is place a base upon 
which the individual may build if he has money to save after $4,200 
by buying his own insurance in an insurance company, is th: at right? 

Mr. Perkins. There is a reference to that in the Secre tary’s state- 
ment. 
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Mr. MASON. ‘| hank Vou. 

Mr. Mus. I have just one question, since we have reverted to this 
The gap 1n 1954 is not due entirely to the fact that wages have hi 
creased, is that true, Mr. Perkins? You have been speaking as though 
that gap—or the difference in the two gaps, in 1937 and 1954—might 
be due to the increase in wages. 

Actually, the gap in 1954 results in part from the fact that in the 
1950 amendments we included people of some what higher incomes 
Self-employed individuals are now in the computation, and they were 
not in the computation in 1937. 

You cannot say that our present gap is due exclusively to an 11 
crease in wages between 1937 and 1954. It is due, also, in part to the 
fact that we have included people under the program W ho were not 
cluded in 1937. 

Otherwise, you get yourself Into an intolerable positl ion MW } uk uv 
your presentation to the committee, because, if you are basing 
suggestion ext lusively on the desire to equalize the situation betwee 
today and 1937, you must then ask the committee to increase the tax 
base, not to $4,200, but to appro yximate Ly $7,000. 

Mr. Perkins. I think you have made a good point. The compos 
tion of the covered payrolls has changed as there are changes in the 
groups brought in. 

Mr. Mitts. I do not want to 20 into that unless you want to, but 
I do want to ask some questions on the latter. 

Mr. Batu. Mr. Chairman, perhaps it would be helpful if at this 
point we inserted in the record some information on this subject that 
Mr. Mills has raised, Offhand. ] would doubt if covered waves of 
the newly covered groups in 1950 would average very sion ificat itly 
different than those prey lously covered, but I would be al; id to look into 
that. 

Mr. Mutts. I think it would be helpful, Mr. Chairman, if we could 
have for the record a chart which shows the situation now in relation 
to the situation in 1937, with 1 respect to the same type of people. the 
employed individuals, and not the emp domed p ylus the self-em ployed. 
I think then you will see that your gap isa ‘lot less. 

The Cuarrman. Without objection that information may be fur 
nished. 

(The information is as follows:) 

Data in the chart titled “Earnings Base Raised to $4,200” reflect the earnings 
of regularly employed wage and salary workers. They do not include the eart 
ings of self-employed individuals. 

With the exclusion of the self-employed, the groups newly covered in 1951 
have lower earnings than those previously covered. Thus the inclusion in the 
chart of figures on the groups newly covered in 1951 serves not to overstate but 
to understate the increase which has oce urred in the percentage of workers wi 
earnings above $3,600. In 1953 68 percent of the regularly employed men in the 
occupations covered by the program prior to 1951 earned above $3,600. In 1953 
only 28 percent of the regularly employed men in occupations brought into 
coverage in 1951 had earnings above $3,600. The earnings rates of wage earners 
covered by the 1950 amendments are considerably lower than those of previously 
covered workers (see tables below). Many of the self-employed covered by the 
1950 amendments have high earnings, but as a group the earnings of all self 
employed range below those of regularly employed male wage earners in occupa- 
tions covered by the program prior to 1951 (Data on the earnings of regularly 
employed self-employed men are not available. ) 


SOCIAL SECURITY ACT AMENDMENTS OF 1954 63 


TABLE I. OASI—Percent of re gularly employed persons earning above 
able maxrimum, by coverage group, 1951-53 
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Mr. Byrnes. Referring to Mr. Eberharter’s question, and just to 
keep the record straight, | understood the conclusion was that 57 
percent of the workers were going to be earning in excess of the w 
base, and it is my understanding that it is just the reverse. It 
percent that will be earning in excess of the wage base. 

Mr. Eseruarrer. That is right. 

Mr. Perkins. That is correct. 

Mr. Curtis of Missouri. I want to get this straight now as to what 
the philosophy behind this adjustment is. Now, in my own mind, I 
was thinking that essentially the philosophy was adjusting for the 
change.in the purchasing power of the dollar, but, apparently, it 
seems to be more on the basis of trying to keep a certain percentage 
of those who are above the minimum in relation to those who are 
below. 

Now, Mr. Mills’ question referred to where we are bringing more 
people in in higher brackets. That changes the ratio. I am won 
dering what is the philosophy behind trying to strike a particular 
balance by increasing the earning base. What are we trying to dot 
What is the theory ? 
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Mr. Perkins. Well, I think that the theory is that for most of ou 
workers, all of their wages should be contributing toward their futur 
benefits; and I do not think that the Congress has ever considered 
the past that every worker in the country should have all of h 
earnings contributing toward the benefits. 

Mr. Curtis of Missouri. Along the philosophy that Mr. Mason ex 
pressed, then, that we want to leave this ove rage for the insurance 
companies; that isthe third possibility. Is that the philosophy behind 
this or is it a combination ? 

Mr. Perkins. I would say it is a combination and really two ele 
ments. The rise in earnings levels has resulted in a situation whet 
a $5,600 figure does not represent the same amount of things in tern 
of what they can buy. 

Mr. Curtis of Missouri. That is my theory, because I thought tha 
essentially we are trying to adjust for inflation, and this incidenta 
thing of bringing i in higher bracket earners was a coincidence whic! 
we will not have again if we have complete coverage. 

Sut, if that is the philosophy, then there should be some relation, 
not to the percentages here, but to the purchasing power of the dollar 
Yet we have not heard anything about that. Does that chart follow 
the graph of the purchasing power of the dollar? Does it follow it 
fairly accurately / I realize there is some estimate. 

Mr. Perkins. In general, the trend of the dollar purchasing power 
has been roughly comparable. 

Mr. Curtis of Missouri. It is just about that, is it not ? 

Mr. Perkins. Yes, it is. Perhaps it would be clarified if 1 made 
the statement that in figuring the $4,200 wage base no particular con 
sideration was viven to estim: iting the aver: ige e arnings of the peop rl 
who would be brought in, of the 1014 million. When you bring in a 
group as broad as that, the farm operators and the farmworkers, 
everything pretty much cancels out and it is in line with the same 
point Mr. Ball was making. 

Mr. Curtis of Missouri. Mr. Eberharter raised a very good point: 
Why not $4,800 and why $4,200? I want to know our theory and our 


philosophy of what we are doing. If it is $4,200, then I would say 
that that figure is related in some way avout with the purchasing 
power of the dollar. That is the way 1 would answer Mr. Eberharter. 


But I do not know whether that is the theory of the administration 
here. And I want to know why, indeed, they have picked $4,200 and 
not $4,500, or $4,800. What is our philosophy on that? 

Mr. Rockxereiier. I think, Mr. Chairman, that another element 
should be brought into this in addition to the one Mr. Curtis has 
pointed out so clearly, and that is that there has been an increase in 
earnings which is not related to inflation, but which is due to greater 
produc tivity of labor which runs on the average of 2 to 214 percent 
a year. Therefore, there are two factors here. One is inflation and 
the other is actual increase in wages due to greater productivity. 

Mr. Currts of Missouri. On the actual increase in wages, irrespec- 
tive of the inflationary feature, do you intend or is it your philosophy 
that we should reflect that and when that occurs in the future that 
we should increase the base? 

Mr. Rocxkeretier. Then you have that increase in earnings which 
affects the standard of living. Then, as Mr. Perkins said, the action 
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of Congress in 1950, and not 1937, as has been said, was the ( 
e Secretary had gone back to in order to try to reflect 1 ay 
ommendation of $4.200 a fivure which would approximate 
( oress had done LODO, 
further information on this I { bmitted 


ressed to Mr. Curtis and appears on p. 8d1.) 


Mr. Curtis of Missouri. The philosophy of the 1950 action ] 
ie@ht was inflation. Now, I was t here at that t i | 
ot 2 member of the committee. 
And I wonder Mr. Mills would comment on that 
Mr. Miuts. Increased living costs were a fact 
Mr. Curris of Missouri. I do not int he ‘ { but | 
terested in the real theory behind which we set our earnings bast 
we will knov in the future co future Congresses will be vare < 
at factors, if they change, would indicate that that base mig 
either increased or decreased in the future. 
Mr. COorPeER. If you will \ ield there, as one who was here in 195 
ind has been here all of the way through. I think 11 fair to sav that 


one of the principal factors entering into the consicderatio1 
was the increase in wage levels. 

Mr. Curtis of Missouri. Irrespect ve of inflation ? 

Mr. Cooper. Yes. One of the principal contributing factors to the 
consideration given then was the increase in wage levels. 

Mr. Miuzis. And, if I may inject this, Mr. Chairman, too, it was not 
merely a question of wage rate which is another factor that we could 
discuss in connection with the gap in 1954. We were basing our de 
cision, of course, on the existing situation at the time which included, 
not only wage rate, but the overtime and double time that was going 
nto the employee’s envelope. That is reflected as well in your 1954 
gap, too. 

Mr. Byrnes. If you will yield there, it was also a good device 
increase the tax and increase the benefits without changing the rate. 

Mr. Mitts. I was going to suggest, Mr. Byrnes, that that may be 
an element here, and it was in 1950; I think, that, if we know just exact 
ly what the percent of payroll factor is in relation to the increase from 
$3,600 to $4,200, we get some understanding of the necessity for it 
in connection with the overall program. 

Some time, I am sure, Mrs. Hobby will tell us just how much thi 
brings in, as a percent of payroll. 

Secretary Horsy. That comes later, Mr. Mills. 

The CuHarrMan. If there are no further questions, you may proceed 

Mr. Perkins. The fourth proposal relates to the proposed increase 
in benefit levels. You will recall that the present benefit formula 
provides that benefits are computed on the basis of the average 
monthly earnings of the worker over the lifetime of covered employ 
ment. 

By this bar here on this chart, we have indicated the monthly earn 
ngs of a worker, and, under the present formula, they take into a 
ount only up to $300. That is the same as the $3,600 a year wage 

ise. From there On, earnings do not cont! ibute to benefits. 

Now, the present formula provides that a worker gets as a benefit 
o) percent of the first $100 and 15 percent of the next $200. If he is 
earning $300 a month or more, this amounts to a maximum benefit of 
$85. The minimum benefit is $25. 
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Under the proposal, the formula would be changed in several re 


spects. First of all, the minimum will be raised to $30; the first st Dp 
n the formula would be increased from $100 to $110, so the 55 percent 


of $110 would produce $60.50, rather than $55. 

Then, the second percentage would be changed from 15 percent t 
20 percent, so that the second step of the formula would be 20 percent 
of the next $240, going up to the new proposed maximum of $3850 pel 
month, or the equivalent of the $4,200 wage rate. 

Chis will produce the maximum benefit, for someone earning $ 
i. month or more, of $108.50 for a retired worker. 

Mr. Cooper. Just right there, so that your new range would be fron 
S30 to S108.50 ? 

Mr. Perkins. For a single retired worker. 

Mr. Coorrr. As against the present $25 and $85? 

Mr. Perxins. That is correct. 

On this chart, we have indicated the increase in benefits for workers 
afte r taking into account the | year drop out, and you will see that at 
the $200 per month level, the worker would get $78.50 in benefits 
stead of $70; the $300 worker would get $98.50 instead of $85: and the 
worker at the still higher level of $350 would have more wages and 
taxes taken into account, and he would get a benefit increased fro 
~S5 to $108.50. 

This is for future beneficiaries under the new formula. You will 
note that percentage wise the higher paid earners would still, under 
this weighted benefit formula, be getting substantially less of thei 

irhnings replace «| by benefits upon retirement than would the low paid 

ageearner. ‘That is, a person with an average monthly wage of only 
$100 per month, under the weighted benefit formula, gets 55 percent 
replacement of his wage loss, whereas the high man at $850, even 
under this proposal, would be getting 31 er it replacement. 

Mr. Mitas. Right at that point, it is true, is it not, Mr. Perkins, that 
ictually under the bill, H. R. 7199, no iuaaes is provided for the 

ndividual who has an average income of $100 per month? 

Mr. Perxrns. The bill is quite complicated on that point. 

Mr. Mitus. I have been through it, I might advise you. 

Mr. Perkins. There are several provisions which do affect that 
worker, first of all is the 4-year drop out. 

Mr. Mutzs. I understand; but on the basis of the benefit, the existing 
law provides for 55 percent of the first $100 and the bill provides for 

» percent of the first $110. Therefore, on the basis of the benefit 
for mula alone there would be no difference in the amount paid. 

Mr. Perkins. That is not entirely true, because there is a guui 
anteed increase for all future beneficiaries of $5 as compared with 
what they are getting now. Consequently, if by the 4-year dropout 
a worker did not get enough to give him a $5 increase, under the 
proposed formula he would be given a $5 minimum increase as com- 
pared with what he is getting under the present formula. 

Mr. Mitus. That is true of those who retire after this goes into 
effect ? 

Mr. Perkins. That is right. 

Mr. Minus. He will figure his benefit on the basis of the provisions 

of H. R. 7199, and if those computations do not give him an increase 
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of as much as $5 over the benefit under existing law, then his benefit 


is immediately raised by $5? 

Mr. Perkins. That is correct. 

Mr. Mitts. Would you tell me where that is in the bill? 

Mr. Batn. It is through the conversion table, Mr. Mills; you e 


through the conversion 1 table. 


Section 102 (a) of the bill, page 15, amends subsection (a) of section 
915 of the Social Seeurity Act to prov de for the use of a new benefit 
formula (p. 16, lines t to 6) and for the use of a new conversion 
table (found in amended sec. Zia te), eogu ning on p. 17) where 
the amount derived from the table would | 9 er than the amount 
provided by the formula (p. 16, lines 2 wt 5, and p. 16, line 7) 
and for cases where the formula is not ippli ible (p. 16, lines 13 to 15). 

Mr. Minus. Now, you have raised something else. I have made 
the suggestion that we let them oet through, and here IL am, Mr. 
Chairm: an, violating my own suggestion. I will hold up. 


The CnatrmMan. Will vou proceed, Mr. Perkins? 
Mr. Perkins. This shows the incre ase for future benefi irles uncer 


the formula. And this chart shows the benefi L'¢ es for the 
6 million present bene ficlaries. 

You will see that for the retired worker the average monthly 
benefit of those now on the rolls is $50, and | would be getting 
an inerease of S6 up to S56. For the retired couple. the average 
benefit of those now on the rolls is S86. and it would be mere ised 


by $11. For the widow and two children, the average benefit is now 
$113, and it would be increased by $12. 

Therefore, there would be increases, not o ly for the future bene 
ficiaries, but for the 6 million present beneficiaries. 

That completes the p resentation of points 3 and 4. At this time, 
I believe Mies. 7 Hobby wil pick up on page 38 of the prep 
statement. 

Secretary Hopsy. Mr. Chairman, we shall now discuss the fifth 
sixth proposals on the list of six major recommendations. 


5. IMPROVE RETIREMENT TEST 


An important proposal contained in the bill before you relates to 
the test of retirement which individuals must meet in order to draw 
the benefits for which they are otherwise eligible. Under present 
law, benefits are not payable to wage earners for months in which their 
earnings in covered work exceed $75. Self-employed persons, on 
the other hand, have an annual exempt amount and lose benefits only 
when their earnings exceed $900 for the year. 

H. R. 7199 provides that this discrimination be removed by equaliz- 
ing the retirement test for wage earners and the self-employed. 

The bill also provides for a modest increase in the amount of earn- 
ings permitted without benefit suspensions. Under the revised test, 
the annual exempt amount would be $1,000, and 1 month’s benefit 
would be withheld for each $80, or fraction thereof, of earnings 
above this amount. 

Under an annual test, retired wage earners will have much greater 
incentive to continue in some earning capacity. They will be able to 
take regular part-time work without the loss of benefits or with the 
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loss of only a few months’ benefits, depending on what they ear 


( 


For example, a beneficiary could work throughout the year at $90 
month and lose only 1 month’s benefit, whereas under present law 
would lose all 12. 


M tly retired people can lead more satisfying lives if they conti 


to use their skills in some produc tive contribution tO Conminul ty lle 
Furthermore, as a nation, we can make valuable uss of ale vane 
and wisdom. We be lieve, therefore, that thes > pl ‘Opost ed chat ves 


the retirement test which will make it easier for beneficiaries to wo1 
and draw benefits are very desirable. 
he bill would make two othe changes In the retirement test, () 
would eliminate tli pre ent exemption of earning hn noncovert 
| So : 
employment. With coverage nearly universal, it would be practi 
to make the test apply to all earnings. The second change woul 
ned wave and self employni 


Lo apply the retirement test to comb 
earning » that the individual with earnings of both kinds woul 
have 1 basic exemption instead of 2. 


6. PRESERVE BENEFIT RIGHTS FOR THE DISABLED 


The final major proposal contained in H. R. 7199 is a provision fol 
maintaining the benefits right of disabled workers who have a I 
stantial work record under OASI. 

I have already spoken of the effect that short periods of absence fro1 
covered work can have on a person’s benefit amount. As we have seen, 
this would be taken care of by the right to eliminate the 4 lowest year 
ot earning in computing benefits. Much more severe, however, ar‘ 
the effects of long periods out of the labor force caused by a totally 
disabling condition. Long-term disability not only causes drastic re 
ductions in the individual’s monthly wage and consequently his benefit 
amount, but may result in a loss of his insured status altogether 

Hf. R. 7199 provides that the time during which an earner who ha 
a substantial work record under OASI is under an extended total 
disability, and consequently without earnings under the system, would 
be disregarded in determining his eligibility status and the amount of 
his benefit. 

In effect his status under the program would be “ 
duration of his disability. ‘This provision is analogous to the 
of premium” now widely used in private life insurance and retirement 
annuity policies to maintain the protection of these policies for the 
duration of the policyholder’s disability. 

The bill directs the Secretary of Health, Education, and Welfare to 
negotiate agreements with the States under which the determination 
of disability would be made by the State vocational rehabilitation 
agencies. ‘This referral of disabled persons to the State vocational 
rehabilitation agencies would provide the opportunity for prompt 
steps toward rehabilitation. Many of these persons can be restored to 
lives of usefulness, independence, and self-respect under modern re 
habilitation techniques. 

In order that the State agencies may greatly expand their opera 
tions. the administration has advocated a broadened Vocational Re 
habilitation Act with progressive increases in Federal and State 
tinancial support. This recommendation will be considered by the 
Committee on Labor and Education in the House. 


frozen” for the 
“waiver 


SOCIAL SECURITY ACT AMENDMENTS OF 1954 6Y 


In addition, the administration has proposed, and the Houss 


already passed, a bill which auth Z ~ | } | ) rally f¢ 
next 3 years for aiding in the construct of comprehensive rehal 
tation facilities under the Hospit Survey Construc \ 
We believe that these propos ils offer a we led 

for the improvement of rehab litation oppo ties 4 ' 

We should now consider the cost effect of t proposal 

Some of the provisiol of H. R dL | ; 
ece ts or tend te reduc p! ram costs. | a4 d tax , 

ould, of course, re uit Trom the exp yn 

vell as from the rise in the taxable-earn rs e from $3. 
$4200. Some savings in benefit expenditures would result fre 
ne the retirement test applicable to earl os from a tv} ; 
employment. 

These cost savings would offset u part the ine ex ‘a 
resulting from the payments to the additional bene ries who we 
qualify under an expanded coverage system, the higher benefit amount 
. it would be paid, the addition il be efits ] yabl ler th npr 
form of the retirement test, and from the preservation of the insu 
rights of the disabled. The combined effect of e amendments would 
be to increase long-range costs b) somew ; pee 


| percent of pay roll. 
The bill provides for approximately meeting this cost by an 
crease in scheduled contribution rates in the year 1970. Instea 


pel 


the self-employment 


314 percent each, employers and employees would each pay 314 
cent. <A comparable increase would be made in 
tax rate. 

In order to supplement this brief cost summary, Mr. Chairman, I 
would like to submit for the record Actuarial Study No. 38 of 
the Division of the Actuary of the Social Security Administration 
giving long-range cost estimates for the changes proposed 
H. R. 7199. 

Turning back to the fifth and sixth proposals, relating to the retire 
ment test and disability freeze, I would like now to ask Mr. Perki 
to illustrate these prov isions of H. R. 7199. 

(The study and charts are as follows:) 

LonG-RANGE Cost ESTIMATES FOR CHANGES PROPOSED IN THE O1 


VIVORS INSURANCE SYSTEM BY H. R, 7199, WitH SupPLEMENTA 
UNIVERSAL COVERAGE 


p-AGE AND § 


RY ESTIMATES FOR 


By Robert J. Myers and EB. A. Rasor: Actuarial Study No. 38, March 195 


United States Department of Health, Education, and Welfare, Social Secu 
Administration, Division of the Actuary 


This actuarial study presents detailed lot 


estimates for the old 
age and survivors insurance program as it 


uld be modified by H. R. 7199 
This bill is the administration bill introduced by Chairman Reed of the Com 
mittee on Ways and Means of the House of Representatives on January 14, 1954, 
embodying the general recommendations made by President Eisenhower in his 
message transmitting “recommendations relating to the old-age and survivors 
insurance system and the Federal grant-in-aid p 


grs ograms f public assistan 


45622—54——-6 
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(H. Doc. 295, S8d Cong., 2d sess.) In addition, cost estimates are presented fo 
the same changes except that extension of coverage is made universal rather than 
according to the bill, which omits a few categories of employment (principally 
Federal civilian and military personnel) Except for a few minor modific 
tions, the estimates of this report are consistent and comparable with those made 
for the present program in Actuarial Study No. 36 
RoBeERT J. MYERS, 
Chief Actuary, Social Security Administration 


This study has been prepared for the use of the staff of the Social Secu 
Administration and for limited circulation to other administrative, insurance 
and research persons concerned with the subject treated It has not ber 


submitted to the Commissioner of Social Security for official approval 


A. INTRODUCTION 


This study presents long-range cost estimates for H. R. 7199, which is the ad 
ministration bill introduced by Chairman Reed of the Committee on Ways and 
Means of the House of Representatives for consideration and discussion before 
his committee 

The main features of this bill are as follows: 

(1) Extension of coverage to all gainful employment except Federal civilian 
service covered by a retirement system, military service, and policemen and 
firemen covered by a retirement system (insofar as the actuarial costs of the 

ystem are concerned, railroad employees are covered by OASI as a result of the 
financial interchange provisions of the 1951 amendments to the Railroad Retire 
ment Act) In this connection, the cost estimates assume that in virtually all 
cases where elective coverage is available (as, for instance, for employees of non 
profit organizations and employees of State and local governments) such action 
occurs, 

(2) Maximum wage base of $4,200 a year. 

(3) Average monthly wage determined by dropping out the lowest 4 years. 

(4) Monthly primary insurance amount based on 55 percent of the first $110 
of average monthly wage, plus 20 percent thereafter. Minimum monthly bene 
fit of $830 and maximum family benefit of $190. Beneficiaries on the roll are to 
be given an approximately equivalent increase, with at least a $5 increase in the 
primary insurance amount in any event, by means of a conversion table 

(5) Retirement test on an annual basis with the first $1,000 being exempt and 
with 1 month’s reduction for each additional $80 of earnings. 

(6) “Disability freeze” provisions such that an individual’s benefit rights 
(both as to amount and insured status) are preserved in the event that he has 
an extended total disability. 

(7) Contribution rates for employer and employee maintained as now sched- 
uled up through 1969 (2 percent each for 1954-59, 24% percent each for 1960-64, 
and 3 percent each for 1965-69) but increased thereafter to 3144 percent each 
(as against 3%, percent each under present law). 


B. BASIC ASSUMPTIONS AND METHODOLOGY 


On the whole, the cost estimates contained in this report have been prepared 
using exactly the same methodology and assumptions as those for the present 
OASI system as contained in Actuarial Study No. 36, which should be consulted 
for further details. This is also true in regard to the meaning of the figures 
in connection with the financial interchange provisions between the old-age and 
survivors insurance system and the Railroad Retirement Act (as discussed on 
p. 2 of Actuarial Study No. 36). 

Actuarial Study No. 36 contains low-cost and high-cost estimates for both low- 
employment and high-employment assumptions. This report, however, uses only 
the high-employment assumptions since current conditions are more closely 
approximated thereby. In fact, current conditions tend to be somewhat above 
the high-employment assumptions. 

This report contains cost estimates for two different bases as to how far cover- 
age is extended—first, for the coverage extension in the bill and, second, for uni- 





1A typographical error appears in that study in regard to the assumptions (in item 18 
on p. 10, the figures 0.40 percent and 0.45 percent should be 0.040 percent and 0.045 per- 
cent, respectively). 
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ersal coverage, which would include in addition primarily Federal civilian and 
litary personnel. 
The assumed annual credited earnings of 4-quarter workers are modified be- 


ause the wage base is raised to $4,200. Accordingly, for such men, the annual 
redited earnings are assumed to be $3,200 (instead of $2,980) while for women, 
he corresponding figure is $2,050 (as compared with $2,030) Certain other 


ninor changes in assumptions arise because of the extended coverage 





( RESULTS OF COS “STIMATES 

rable 1 repeats, for reference purposes, a summary of the population pro 
ections underlying the cost estimates The pop on for all ages uu ed 
joes not show a very wide range as between the ow-cost and eh-cost assump 
tions in the early years, but ultimately the low-cost populat 1 is 55 percent 
greater than the high-cost one In the high-cost projection there are near y the 
same number of aged persons as in the low-cost projection but considerably fewer 
in the productive ages because of the lower mortality and lower fertility as 
ned in the former. For the year 2050, those aged 65 and represent 11.4 
cent of the total population for the low-cost projecti« is contrasted with 

3.1 percent for the high-cost assumptions. Thus in contrast with 1950, when 





the corresponding figure was 8 percent, there is a relative increase in the pro 
portion of the aged of 42 percent for the low-cost projection and about 100 percent 
for the high-cost one. In the 100-year period preceding 1950 the actual relative 
increase was about 225 percent. 

rable 2 shows the estimated persons with wage credits, their total credited 
waves, and the average creditable wage for various future years under the bill, 
ind in contrast the corresponding figures for what the situation would be 
bill contained provisions for coverage extension so as to be universal Universal 


overa 





» would result in total credited wages being about 8 percent 
for the extended coverage provided by the bill 
lable 3 gives the insured population by sex for all ages combined and f 





aged 65 and over on the 2 coverage bases considered Universal cov 





ce results generally in about 5 percent more persons being insured than und 
ie coverage extension in the bill, although 
about 1 percent for the high cost assumptions 

lable 4 presents the estimated monthly beneficiaries aged 65 and over in cur 





ultimately this differential is only 


rent payment status. There is again about the same difference between the 





number of beneficiaries for the coverage in the bill as against the number under 
iniversal coverage as there was in the case of the number of insured persons 

rable 5 relates the estimated total monthly beneficiaries aged 65 and over (as 
shown in table 4) to the total aged population. Whereas at the present time 

ose to 40 percent of all aged men and 30 percent of all aged women are actually 
drawing benefits, eventually, under the coverage of the bill, this proportion will 
range from 70 to 80 percent for men and 80 to 90 percent for women Under 
iniversal coverage, this proportion would be slightly higher. It should be 
noted that, especially in the ultimate situation, most of the difference between 
these proportions and 100 percent is accounted for by individuals remaining in 
substantial employment. 

Table 6 shows the estimated monthly beneficiaries under age 65 in current 
payment status. Under the high-cost assumptions, there is relatively little in 
crease after 1960 because of the lower mortality assumed (i. e.. fewer survivor 
children created). Table 6 also gives the estimated number of lump-sum death 
payments which, in all instances, increases steadily as the insured population 
grows and becomes older on the average. 

Table 7 summarizes the estimated benefit payments, along with the actual data 
for the years 1951-53. Under the extension of coverage in the bill, benefit pay- 
ments increase from the level of about $3.1 billion in 1953 to 18 to 21 billion dol- 
lars in the year 2000 and, correspondingly, to a range of 19 to 22 billion dollars 
if there were universal coverage. 

Tables 8 and 9 relate the estimated benefits to taxable payroll for the coverage 
provisions of the bill and for universal coverage, respectively. The total cost 
for the ultimate condition (from about the year 2020 on) ranges from 7% to 
11% percent of payroll for the coverage extension in the bill, and somewhat less 
than this for universal coveraze. 

In addition to the figures for the low-cost and high-cost estimates, there have 
been developed intermediate cost estimates which are merely an average of 
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low-cost and high-cost estimates and are not intended to represent “most prol 
able” figures. Rather, they have been set down as a convenient and read 
available single set of ligures to be used for comparative purposes. 
furthermore, since the Congress has adopted the principle of establishing i 
the law a contribution schedule desigued to make the system self-supporting, 





Was necessary al e time the legislation was enacted to select a single s¢ 
estimates as the | for the contribution schedule. The interm« e estim 
was used for t purpose Quite obviously any specific schedule may requi 
modification in ( ght of experience, but the establishmen f the sched 
in the law do make clear the congressional intent that the system be s¢ 
supporting. lurther, exact self-support cannot be obtained from a specific s 
of integral or rounded fractional rates, but rather this principle of self-suppoi 
Was aimed at as closely as possible by the Congress in 1950 when it deve 


the tax schedule in the law, and again in 1952 when further amendments 
made 


The low-cost and high-cost estimates result from two carefully consid 
series OL assumptions. ihe intermediate-cost estimate represents an average ¢ 
the v-cost and high-cost estimates of beneficiaries, benefit disb ments, 
total taxable payroll. The corresponding estimates of benefits relative to pay 


roll are developed from these dollar figures. 

Another concept of long-range cost is the level-premium contribution rate 
required to support the system into perpetuity based on discounting at interest 
and assuming that benefit payments and taxable payrolls remain level after the 
year 2050 (actually the relationship between benefits and payroll is virtually 
constant after about 2020). If such a level rate were adopted, relatively largé 
accumulations in the trust fund would result, and in consequence also sizable 
eventual income from interest. Even though such a method of financing is not 
followed, this concept may nevertheless be used as a convenient measure of long 
range costs. In one respect this is a better cost concept since it takes into accon 
the heavy deferred load although, on the other hand, some may fee! it unrealistic 
because it deals with periods beyond the year 2050, and also it is dubious t 
assume a leveling off or stabilization at any time. 

Table 10 deals with level-premium costs of the benefits in perpetuity by furthe 
taking into account administrative expenses and the accumulated fund on hand 
at the end of 1952 (the “beginning date” of January 1, 1953, is taken so that the 
figures will be comparable with those of actuarial study No. 36, relating to present 
law). The resulting “net cost” level premium would, if actual experience is the 
same as the particular estimate, be the level contribution rate payable both by) 
the self-employed and by the employer and employee combined, which if in effect 
hereafter would result in an exactly self-supporting system; then funds accumu 
lating at interest would supply income eventually sufficient to offset the excess 
of benefit payments over contribution. The “adjusted net cost” level premium 
shown is the corresponding figure for the level contribution rate payable by the 
employer and employee combined, with the self-employed paying only three 
fourths of this rate. The resulting figures are shown for 3 interest rates—2'4 
percent (the rate used in the cost estimates for the 1952 amendments when they 
were being considered by Congress), 24% percent, and 2%4 percent. The average 
rate on investments of the trust fund is currently about 2.4 percent. The current 
rate on new investments in special issues is 254 percent, and in fact almost all 
investments in the trust fund carry at least this rate. 

At 2% percent interest the “adjusted net cost” level premium ranges from 6.5 
to 8.5 percent of payroll for the coverage in the bill and somewhat less than this 
for universal coverage. In other words, a level employer-employee contribution 
rate (self-employed paying three-fourths) of as little as 644 percent might be 
sufficient or, on the other hand, a rate of 8% percent might be necessary under 
adverse circumstances. Using a higher interest rate naturally results in some 
what lower costs and vice versa. A differential of one-half of 1 percent in the 
interest rate has a net effect on the level premium of about one-fourth of 1 per 
cent of payroll under the low-cost assumptions and of about one-half of 1 percent 
of payroll under the high-cost assumptions. 

Table 10 also shows the level-premium equivalents of the present contributions 
based on the graded schedule in the bill which is the same as present law through 
1969 but one-half of 1 percent higher as to combined employer-employee rate 
thereafter. These figures are on a comparable basis with the “adjusted net. cost” 
level-premium figures for benefits, and the difference shows the relative suffi 
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cienev (or insufliciency) of the contribution schedule, according to the assump 
tions made in the cost estimates. On this basis, considering the figures at 2% 
nercent interest, which is the rate closest to the current actual rate, the t 


! e ® , , } ; 
estimate indicates that the contribution schedule proposed produces slightly more 


than would be necessary to have the system be in “exact actuarial balance” ac 
ording to the assumptions made. On the other hand, in the high-cost estimate 
there is an insufficiency in the contribution schedule amounting to almost 2 per 
cent of payroll, while for the intermediate-cost estimate, the corresponding 
insufficiency is about three-fourths of 1 percent of payroll. On the basis of 
nniversal coverage, these insufliciencies would be slightly reduced. Before draw 
ing any conclusion from the preceding analysis, it should be kept in mind that 
there is also such a situation as to insuflicien: y of the contribution schedule under 
present law, which, as will be indicated in the next section, is of about the same 
relative magnitude. 

Table 11 presents the estimated progress of the trust fund at 244 percent inter- 
est under the coverage of the bill. Under the low-cost estimate the fund continues 
to grow in the future reaching $188 billion in the year 2050. However, under the 
other estimates the fund grows for a time and then declines until it is eventually 
exhausted. Under the high-cost estimate the fund reaches a peak in 1975 of $29 
billion and is exhausted in 1989 

Under the provisions of the bill but with universal coverage and 214 percent 
interest (see table 12) for the low-cost assumptions the fund reaches a peax of 
$204 billion in 2050. Under the high-cost assumptions the fund reaches a peak 
of $31 billion in 1975 and is exhausted in 1989 

Tables 13 and 14 give the estimated progress of the trust fund but using 2%4 
percent interest. As would be anticipated, the fund grows to a larger size than 
under the 214 percent interest assumption, and any exhausting date comes later. 

The level rate equivalent to the graded contribution schedule shown in table 
10 is greater than the net cost only for the low-cost assumptions. Thus it would 
be anticipated that the trust fund would continue to grow only under these us- 
sumptions and would be ultimately exhausted under the other assumptions. 


D. COMPARISON WITH ESTIMATES FOR PRESENT LAW 


In considering the cost effects of the proposed legislation, it is essential that 
this be done on a relative basis or, in other words, in comparison with corre 
sponding figures for the present law. As was indicated in actuarial study No. 
5€, the intermediate-cost estimate under high-employment assumptions indicated 
that for present law the contribution schedule was insufficient to support the 
benefit payments under the cost assumptions made by about one-half to three- 
fourths percent of payroll—actually 0.66 percent under a 2'4-percent rate and 
0.52 percent under a 2%-percent interest rate (see table 16 of actuarial study 
No. 36). 

This lack of sufficiency is of long-range importance. It will be appreciated, 
however, that whether or not this eventuates will depend upon whether the 
assumptions made are realized in the future experience. It would not seem 
necessary to make any immediate legislative changes in the contribution schedule 
merely because an “insufficiency” shows up as a result of new cost estimates 
nvolving a change in actuarial assumptions of future experience, if such insuffi- 
ciency is relatively small. On the other hand, a situation involving an insuffi- 
ciency should very likely require some legislative action if it were borne out 
over subsequent actuarial-cost estimates. In the meantime, it would seem that 
any proposed legislative changes as to benefits, coverage, etc., could be considered 
to be proper from a cost standpoint if, for the proposed plan, the resulting 
“actuarial insufficiency” were the same or substantially the same, provided that 
the insufficiency remains relatively small 

Table 15 contrasts estimated-benefit payments as a percentage of taxable 
payroll according to the intermediate-cost estimate under the present law and 
under the proposed plan (with coverage as in the bill and with universal cov- 
erage). Except for the early years when the effect of the increased coverage 
more than offsets the effect of the benefit changes, the increase in cost under 
the bill is about one-half percent of payroll (slightly less if coverage were 
universal). 

Next, there may be considered how each of the major changes contribute to 
the increase in the level-premium adjusted net cost as a percent of taxable 
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payroll, namely from 6.74 percent to 7.41 percent Based on an interest rate 
of 24 percent, the effect of various changes are as follows 


Item pay 





Fxtension of coverage 0.18 
Raising wage base () 1F 
Increase in benefits under new benefit formula 0. Sf 
Liberalization of retirement test 0. ¢ 


[limination of 4 lowest years of earnings in computing benefits 0. 10 


Preservation of benefit rights to persons totally disabled for extended 


periods 0.0 
Total increase in cost of benefits 
Accordingly, for tems considered up to this time, the “cost insufiicienes 


of the proposed plan is about two-thirds percent of payroll greater than 
existing law, according to the intermediate-cost estimates based on high-emy 


ment assumptions and a 244 percent interest rate. If the savings resulting ft 


a 
the actual interest rate currently being earned (namely, 2.4 percent) b 
1 ¢ 


higher than the previous 2% percent valuation rate were considered 


eency : would he reduc (| tO O56 peres lit ¢ f may roll The re would ben Turi 
reduction to 0.50 percent of payroll if the bill contained provisions fo hive 
coverage (It shou he noted that the savings in cost arising from extens 
coverage beyond that in the bill to universal coverage is relatively small b 

a large part of tl savings has already been obtained rom he pro. ions of 
the new retirement test which make it applicable to all employment, wis f 
covered or not Under the present basis of the retirement test. under w! 
relates only to covered employment, extension of coverage reduces costs because 
of the wider application of the retirement test If. however, first the ret mel 


test is made applicable to all employment, then subsequent extension of cover 
does not produce as great savings as would be the case under the present 
of the retirement test 


\«< 


} 
‘ 


against the above-described insufliciency, the effe of the higher ult ‘ 
contribution rate is to provide additional income equivalent, o 
basis, to 0.39 percent of payroll 
TABLE 1 Estimated United States population in future years 
{Figures in millions of person 


ACTUAL CENSUS DATA! 


Calendar year —_ . 
Men |Wome Total Men |Wom«e Total Men W é I : 
1950 44 { 89 t 7 12 77 78 
PROJECTION FOR LOW-COST ASSUMPTIONS 
1960 | 46 48 95 7 = 15 RE RR 174 
1970 52 54 10¢ Ss 10 Is 94 96 1h 
1980 58 59 117 4 13 22 103 106 209 
1990 62 62 125 11 15 25 113 115 228 
2000 7( 69 139 ll 14 2 12 12 218 
202 85 s4 169 16 20 6 153 153 306 
2050 104 102 206 19 23 42 186 18 7 
PROJECTION FOR HIGH-COST ASSUMPTIONS 
1960 | 47 48 95 | 7 S 1 86) 97 | 17 
1970 j 43 54 107 8 | 10 | 19 91 13 184 
19% | ’ 116 10 13 23 |} 97 100 19 
1990 60 9 119 12 15 | 7 | 103 105 x 
2000 64 63 128 2 16 28 108 108 2i¢ 
2025 66 04 130 18 | 21 39 li¢ 116 232 
2050 69 67 136 18 | 21 38 120 119 239 


These data relate to the total United States and not merely to the continental United State 
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io 
BLE <2 Estimated persons with wage credits, total credited wages, ¢ 
average creditable wages, H. R. 7199 
ACTUAL DATA 
Persons W ts in year 
Calendar year a site ee % wage n A 
} ear 
} 
| Males | Females | Total billior 
| pa 
lu 
COVERAGE IN BILL, LOW- ‘ MPTIO> 
49.4 or { $168 $9 93 
yX 61.4 » 
On , 4 
l t = 
COVERAGE IN |! E J Hi-¢ 4 ‘ 
48.8 4 
4 4 
‘ 
Q g 45 
UNIVERSAL COVERAGE, LOW-CO ASSUMI 
1 4 s 
UNIVERSAL COVERAGE, HIGH-COST AS MPTIO 
; > - 
| t ~ 
» 4 ft 
| 
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TABLE 3.—Lstimated insured * populations as of beginning of year, H. R. 7199 


[ rnres in millior of nersons! 
[Figure nh miiiions of person 


ACTUAL DATA (AS OF JAN, 1 


Alla A ge 

Cal year 

Male Females 4] Male | 

1951 37.9 21.9 1.8 2.5 
1952 9.3 93. } 62 9.7 
1953 41.7 2 66. ¢ 3.2 
1954 42.6 6}, € 69, 2 3.6 

COVERAGE IN BILL, LOW-COST ASSUMPTION 

1960 : i 45.4 26. 3 71.8 4.9 
1980 ; ; 59.7 36. 1 95.8 8.2 
2000 72.7 15.1 117 10.1 
2050 110.3 67.7 178.0 17.4 
COVERAGE IN BILL, HIGH-COST ASSUMPTIONS 

1960 : | 417.5 | 27.9 75. 4 5.2 
1980 1 Z 62.7 | 10.0 102. 7 8.9 
2000... 5 72.0 | 47. 4 119.4 11.8 
2050_- 81.8 2. 9 134.7 17.3 
UNIVERSAL COVERAGE, LOW-COST ASSUMPTIONS 

l l l 

1960 47.1 28.0 75.1 5.0 
1980 62.4 38. 6 101.0 8.7 
2000 76.1 48. 4 124 10. 5 
2050 115.5 72.0 187 18. 2 

UNIVERSAL COVERAGE, HIGH-COST ASSUMPTIONS 

1960 i 7 F 49.1 29.7 78.8 5. 4 
1980 64.6 41.9 106 9.4 
2000 73.7 19.3 123. 0 12.0 
2050 _. 8&3. 6 54.4 138. 0 17.5 


1! Includes both fully insured and currently insured only. In future years, relatively 
and over will be currently insured only. 


Notge.—All estimates are based on high-employment assumptions. 


4 


f ind ¢ 
Fe I 
y 
1.0 
4.9 
7.4 
8 
3 i 
9.3 
12. 4 2 
j 
3 l 
8.0 18 
12.6 
2.4 7 
6. ( l 
12. 4 29 
few of those aged ¢ 
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TABLE 4.—Lstimated monthly beneficiaries, age 65 and over, in current payment 
status, H. R. 7199 


[Figures in thousands of perso 


ACTUAL DATA £ (AS OF VECEMBER 


Calendar year - 
' \ yA ‘ 
19. 469 UZ 4 2 
R19 4 & ) 
bye S e é | = oes 
1 2,4 8 ‘ } 24 
COVERAGE IN BILL, LOW-COST A I 
196K 52 l 2 2 2 
1970 4,399 2 2 3 ( 
198 89 } + 68 
20K 668 48 “ 4 
205K l 22 t 2 4 
COVERAGE IN BILL, HIGH-COST A M 
19K 52 1, 844 4 8 
1Y7( tit < a, tat 
1ONt s 4 
2000) 9. R6E & 62 1 
Di 4,414 4 +, 1s¥ 
UNIVERSAL COVERA I \ AS ONS 
10 4 
» . 4 
2 4 
l [V \ ) \ i . 
19 
1970 
N 
”\M f 
2050 « 
¢ ¢ 
ad 1 i 
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TABLE 5,—Estimated monthly beneficiaries, age 65 and over, in current payment 
status as percent of total aged population 


ACTUAL DATA! (AS OF DECEMBER) 


Low-cost assumptions High-cost assumptions 
Calendar year ‘ : . 
Males Females! Total | Males Females Total 
Percent Percent Percent Percent Percent Percent 
1950 25 17 21 25 7 
1951 df 21 26 30 2} 
1952 33 A 29 33 5 
1953 39 30 34 39 $() 


COVERAGE IN BILL 


| 
196 47 4 4 jt : | 
1980 63 69 f R | 
2000 } & RR 
2050 | ) x { x x”) | 
UNIVERSAL COVERAGE 
| | 
19 49 49 S | 
19R/ f 73 7 RI 
20 74 RY 7s x *Y 
20) 8] R2 ry g 


ct of railroad coverage under financial interchange provisions. 


NOTE All estimates are based on high-employment assumptions. 
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[ABLE 6.—Estimated monthly beneficiaries under age 65 in rrent payment 






status and lump-sum death payments in year, H. R. 7199 

Figures in thousands of pe 

ACTUAL DATA? 

St ary 

} ¢ 
Cale lur ar 
W ‘ Chila’s eal ( 
Ors 9g 4 169 f mK 
0 68 ‘ f 414 
9 34 5 228 Nt4 438 
8 42 H 254 JO4 2 
COVERAGE IN BILL, LOW-COST ASSUMPTIONS 
1960 . a he 63 Us 393 1, 348 R16 
1970 : 17 ile 457 1, 502 
1980 107 Lét 479 1, 554 l 8 
9000 121 81 39 1, 778 
2050 Zi 2 ivy 2, ¢ 2 4 
COVERAGE IN BILL, HIGH-COST AS MI 
yl 7 s4F 
0 + $4 } 

8 ( 114 l 1, 44 42 
0K 119 8 4 4s i4 
UNIVERSAL COVERAGE, LOW A [ ON 

My 7 l 4 RS 
] 1 { 7 
»( ] 4 l 8 ‘ 
M 7 S + 
m 29 84 18 ROR 
UNIVERSAL COVERAGE, HIGH-CO 
4d) x2 ] 4 a, 
1980 0 s $ 
uN S18 
2050 8 89 
d data, this t 
h iS 
pe f . 
we wit! epel t 1 under is 
r of decedents on whose account pay! 


ninary. 


NotTE.—All estimates are based on empl ent assum] 3. 
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TABLE 7. 


\\ 
$18 
CO 
tit ( 
8 S14 
t 
CoV 
wrt 
Et 
S4 
& 
| 
8 


Estimated benefit payments, H. R. 7199 
[Figures in millions of dollars 


ACTUAL DATA CERTIFICATIONS 


in 
W id Pp Cc} \ € I 
¢ au SOR] ERE < 
] 4 8 
AGE I ILI OW-COST ASSUM ( 
ER . S94 ¢ 
l ) ~ 0) 
149 l 
) s . 
4, 428 
} N BILI IIGH-COS \ UM 
8 1 s 
\ ( j 
4 COVI A(i} LOW-COS'! 4 1 
8 
4 
AL CO\ 4 I H H{-¢ 4 | 
{ i & 
} ' 
} if 


5 


4 


‘% 
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TABLE 8 Estimated benefit payments as percent of tarabl payro H. R. 7199 


with coverage in bill 


ACTUAL DATA 


year 
Old-a ‘ 
Percent | I ent | Pe € 
0.99 ) 
j 2 } 
LOW-COST ASS ) 
2. 41 0. 48 \ 
" 
> 4.1 
. 4.80 . 1. 24 { 
+. { I \ f 
l \ 4 
: 
perce t 
4. 21 4 s 
2 reent 
t 4 ) 14 
HIGH-COS A M ) 
Wi 2 ( 0.51 } ( 6 
4) $2 ) 7 7 
) l 4 1. 2 $ 
x 6. 27 4 1. 38 ) g 8 
KK t 4 1. 29 
~ t “4 ] hs 2 4 
‘ ! 3 
perce n 
f Rf 48 9 g : 
44 en i 
erest {8 47 l 2 Q 
INTERMEDIATE-CO ASSUMPTIONS 
wi 2. { ( ( Q 4 0.1 i 
3.62 » 4 l * 
Ri 4. 6 42 1. 21 1 4 - 
1 i 42 j 4 6 7 
2000 4] 1. 22 2 } * xT 
2050 6. 51 ) 1.31 l 4 2 17 ) 5 


Level-premium: 3 

2}4-percent in- 
terest 4.97 42 1.( 1 4 ] ; 7.19 

254-percent in- 
terest. 4.71 41 1.03 l 15 34 14 ] 6. BE 


Excluding effect of railroad coverage ler financial interchange provisions 
he cost of the “disability freeze”’ is here shown separately, 

the various types of benefits 
? Level-premium contribution rate for benefit payments after 1952 and 











2 i king Oo 
account accumulated funds through 1952 or administrative expenss e( l ¢ el-pre 
mium rates assume benefits and payrolls remain level after the year 2050 

NOTE, —All estimates are based on high-employment assumptions 
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100K 
19 
LONI 
Ly 
2000 
a 


Level-pre 


1960 
1970 
1980 
1990 
2000 
2050 
Level-pret nium: 3 
244 oan in- 
terest 
2% percent in- 
terest .. 


1 Excluding effect of railroad coverage under financial interchange provisions 
is here shown separately, although in actual practice it is spread among 


* The cost ofthe “ 


§ Level-; 


non we CO b 


4.§ 


47 


IAL 


SECI 


th 
with 
A I 
Pe t| Pe 
LOW-CO 
t V2 
HIGH-( 
{ 0. 4 
1 
44 2 
48 l 
- 46 1, 07 
INTERMEDIATE 
0. 32 0. 46 
38 88 
.42 1. 16 
41 1. 28 
. 39 1.17 
. 49 1, 26 
41 | 1. 03 
- 40 | 99 


disability freeze’’ 
the various types of benefits 

rremium contribution rate for benefit payments after 1952 
account accumulated funds through 1952 or administrative expenses (see table 10). 


RITY 


At 


efit par prents 


AMI 


as percent of taxrabk 
wnive rsal coverage 


NDME 


NTS OF 


AL DATA 
I ( cS 
Percent | Pe Pe 
0. 0. 24 
ASSUMPTION 
‘ 
ASSUMPTIONS 
U0 0.18 0 
2 li 
oy lf 
02 14 
O2 4 
02 15 31 
02 .16 32 
| 
-COST ASSUMPTIONS 
0. 01 0. 17 0. 39 
- Ol ant . 38 
01 . 16 . 35 
-O1 | 15 33 
.O1 -14 31 
01 .14 .3l 
. 01 15 33 | 
-O1 15 . 34 | 


rates assume benefits and payrolls remain level after the year 2050. 


NOTE, 
is assumed to be | 
payments to cl 


Where yon yr 





ik ire n ¢ 








suppler 
ige cs nen 


f 


' 


1954 


payroll 


ll 


.14 
15 
15 
V7 


2 and in perpetuity, 


H 


.08 


04 
Ob 


07 
OS 


. O8 
09 


R. 7199 


not taking into 


These level-premium 


ire qualifie ‘d both for old-age benefits and for other benefits, the full old-age benefit 
ientary payment of the excess of the other benefit if larger. 
ciaries are combined with child’s survivor benefits. 


Benefit 
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| gE 10 Estimated level-premium contribution rate ir perpetuity for ber ; 
payments and administrative ¢ penses, H. R. 7199, taking int a 
mulated fund as of end of 1952 
[ RI A 4 i 
( 
Level-pre equival 
I H I 
P¢ f J 
t s f Q 




















NTERES 4] 4 PERCI 
el f ' 
\ e ex] t “ x 
2iu ) 8 
6.08 7 ® Q 
‘ ‘ ‘ t 8 & 
' : 5 ‘ f f 64 g 4 
IN I Al 4 PERC! 
t fg 6. OF 7. 68 6 
Ad OS I \ ) 
Int 2 4 lv 2 
Ne 5. 92 7.64 f 4 5 Gg 7 f 
A 6.1 it ¢ § RE ¢ t 
Proy 6. 39 6. 31 t 6. 39 6. 32 t 
l-premium contribution rate (based on discounting at interest) for payments after 1952 and 
p ty, as percent of payr 
erest on trust fund existing at end of 1952 as earned in future years expressed as a level-premiur 
percent of taxable payroll 
+ Level-premium for benefit ¢ ims for a strative expenses minu 
premium equivalent to interest on a f 19 
4 Level-contribution rate for emplo ‘ eq it eet the “‘net st’ a A 
for the self-employed paying only % 
§ Level contribution rate for employer an € bined ¢ alent t graded rates specified 
in the law; as to both such level and graded r elf-employed pay or 4 





NOTE.—AIl estimates are based on high-employment assumptions. 
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TABLE 11 Estimated progress of OAST trust fund, H. R. 7199, with coverage 
bill, 214 percent interest 


I 
) ( 4 NS 
( I ; 
¢ 
¢ ) 4 $] $4 ¢ 
g & Ss 
t 
{ 9 QF { 
, 54 
6 
2 , { { 
H H-CO 4 UM IC 3 
' $ bv $ $79 $594 
7 ii { 
A ? : 
8 ® 109 g 
) 8 R4 ‘ 
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TABLE 13. 





1960 
1970 
1980 
1990 
2000 


1960 
1970 
1980 
1990 
2000 . 
2025... 


Calendar year 


SOCIAL SECURITY ACT AMENDMENTS 


OF 1954 


Estimated progress of OASIT trust fund, H. R. 7199, with coverage ii 


bill, 244percent interest 
{In millions] 


LOW-COST ASSUMPTIONS 


Contri- 






‘ 1 ay- istrative 

butions ! mn nts | expenses 
$7, 836 $6, 649 $115 
12, 592 10, 097 142 
14, 308 13, 701 171 

15, 617 16, 622 197 
17, 384 21 
21, 289 24, 037 277 
25, 906 28, 697 334 

HIGH-COST ASSUMPTIONS 

$7, 687 $150 

11, 772 192 

15, 811 231 

19, 261 266 

20, 932 288 





Benefit | Admin- | 


Net in 


$72 
496 
2, 109 
4, 896 


584 


INTERMEDIATE-COST ASSUMPTIONS 


$7, 800 $7, 167 
12, 526 10, 934 
14, 120 14, 755 | 
15, 124 17, 942 
16, 510 19, 343 
18, 790 26, 388 





$500 

1, 424 
—836 
—3, 049 
—3, 085 
—7,914 


Interest 


on fund 2 


$591 
654 
701 
(4) 
(*) 
$659 
| 958 
| 1, 388 
1, 233 
| 687 
} (4 





$27, 260 
39, 974 
56, 510 
49, 026 
26, 610 
(5) 





1 Combined rate of 4 percent in 1954-59, 5 percent in 1960-64, 6 percent in 1965-69, and 7 percent thereafter 

3 Interest taken at 244 percent on fund at end of previous year plus }4 of the net income of the current year 

§ In each instance, fund at end of 1952 is taken to be the actual figure of $19,157 million (including an esti 
mated $450 million ‘‘owed”’ by Railroad Retirement Account). 

¢ Fund exhausted in 1989. 

* Fund exhausted in 2011 


NorTE.—All estimates are based on high-employment assumptions. 
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TABLE 14.—Fstimated progress of OASI trust fund, H. R. 7199, with universal 
coverage, 244 percent interest 


[In millions] 


LOW-COST ASSUMPTIONS 





















; Jenefit | Admin- ’ Fund at 
Contri- I Net in- | Interest 
Calendar year ; ya} istrative | * : I end of 
( i : some on fund # 
butions ments expenses — nf year # 
1960 $8, 54 $121 $1, 304 $3 ‘ 
1970 13,7 151 2, 600 56, 492 
1980 15 181 400 ) 
1990 16, 941 208 1, dif 109, 8 
2000 18, 873 227 86 28 
225 23. 109 29 3,177 207 
2050 28, 119 3 3, 253 7, 052 287, 524 
HIGH-COST ASSUMPTIONS 
196K $8,477 $8, 232 $87 $608 $24, 966 
1970 13, 570 1 576 695 | 28, 783 
1980 15, 133 17, 742] 29,278 
1990 15, 882 20, 678 27¢ 5,07 (4 ‘ 
2000 16, 997 22, 306 297 5, 606 (‘) | ‘ 
INTERMEDIATE-COST ASSUMPTIONS 
1960 $7, 677 $140 $696 | $681 28, 260 
1970 11, 87 176 1, 588 1,020 42, 638 
1980 16, 058 212 -935 1,478 60, 154 
1990. 19, 364 2A2 3, 104 1,312 2, 199 
2000 l 262 3, 096 766 29, 837 
2025 328 —8, 140 (§ 5 
! Combined rate of 4 percent in 1954-59, 5 percent in 1960-4, 6 percent in 1965-69, and 7 percent thereafter 
2 Interest taken at 214 percent interest on fund at end of previous year plus 4 of the net income of the 


current year 
3 In each instance, fund at end of 1952 is taken to be the actual figure of $19,157 million (including an esti- 
mated $450 million ‘‘owed’’ by Railroad Retirement Account). 
‘ Fund exhausted in 1989 
* Fund exhausted in 2012. 


Nore,.—All estimates are based on high-employment assumptions. 


TABLE 15.—Estimated benefit payments as percent of tarable payroll, present law 
and H. R. 7199, intermediate-cost assumptions 


[ Percent] 


| | H.R. 7199 with— | Increase in cost 
Calendar year | E — Coverage in bill Universal coverage 


Coverage | Universal 
in bill coverage 


Amount | Percent | Amount | Percent 


1960 an | 4.10 4.2 4.17 0.13 3 0. 07 2 
1970 5. 26 5.70 §. 71 44 * .45 9 
1980 6. 40 | 7.02 7.06 62 10 66 10 
1990... 7. 33 7.97 7. 95 64 y 62 s 
2000. . 7.30 7. 87 7. 80 57 s 50 7 
2050 8. 48 9.05 8. 04 . $7 7 46 
Level-premium: ! | 

2% percent interest.-. 6. 69 7.19 7.14 . 50 7 5 7 

244 percent interest __- 6. 54 7.02 6. 98 48 7 “4 7 

2% percent interest_._--- 6. 39 6. 26 6. 82 47 7 43 7 


int 


1 Level-premium contribution rate for benefit payments after 1952 and in perpetuity, not taking into 
account accumulated funds through 1952 or administrative expenses (see table 10). These level-premiun 
rates assume benefits and payrolls remain level after the year 2050 


NoTE.—All estimates are based on high-employment assumptions 
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Q? SOCIAL SECURITY ACT AMENDMENTS OF 1954 
The CHAIRMAN. Just before Mr. Perkins expla ns them, I woul 


like to know if you have th e figures of the number of people who hav: 


ween rehabilitated and placed in gainful occupation under the prese1 
bilitation laws. 

Secretary Hopsy. This past year, it was 60,000. I think the law wa 
passed in 1943, if | recall properly ; and J] could submit a en 
on that for the record. I know we have rehabilitated 60,000 t] Is yea 

The Cuatrman. | would appreciate it if you would, ond also 
you would go back through the years since we first started a rehabilita 
tion program, which is not too lone after the First World Wa 

Of course. of these once disabled people, many of them are earning 
enough so that they would be contributing under these benefits, and 


a 


ould help greatly in production. 

The last I knew Hen ry Ford employ ed about 12.000 of these re 
habilitated people, who otherwise could not have been in gainfi 
occupation at all. 

me retary H BBY. Mr. ( hairman, | just happen to recall a fleur 
Out of the 64,000 that we rehabilitated in 1952, 24 percent of the 64,01 
were in some kind of employment, and they had annual wages of 
$17 million. 

When the 64,000 had been rehabilitated, they earned at an averag 
rate of $117 million a year. The cost of keeping 

percent of that group, on State and local relief was $8 million 
for the year. The cost for rehabilitating them was $6 million a veal 

The Cuarmman. Lam glad to get those figures. 

Sec ae Hossy. I will furnish more complete figures on it for the 
record. 

(Secretary Hobby later submitted the following information :) 


r that group, about 


The number of persons rehabilitated under the State-Federal program of voca 
tional rehabilitation since it was inaugurated in 1920 totals 737,914 through 
the 1953 fiscal year. During the first 24 years (1921-48 fiscal years), the total 
number rehabilitated was 210,125. Since the enactment of the Vocational Re 
habilitation Act amendments of 1943, a total of 527,789 have completed their 
rehabilitation, including 68,632 during the 1952 fiscal year and 61,508 during the 
1953 fiscal year. 

The CHamman. It is not only an economic gain, but we cannot est 
mate the social gain. 

Secretary Horny. That is certainly true. 

The CuarrMan. You may proceed, Mr. Perkins. 

Mr. Perkins. Well, now, we are discussing the proposal for the im 
provement of the retirement test. 

As you know, the retirement test is that provision in the law which 
said, in effect, that you cannot be working full time and getting 
benefits at the same time. The theory of the test was that this is 
essentially a system to provide against e armings loss, and op at no earn- 
ings loss has occurred where someone is still working in a full-time 
capacity and continuing with his regular employment. 

Now, in spite of the principle of keeping it essentially a system to 
replace earnings which have been lost through retirement or death, 
nevertheless there are several difficulties with the present retirement 
test. One is that there is a discrimination in it against the wage earner 
as compared with the self-employed person. The second is that there 
is a dual exemption for persons who have both self-employment earn- 
ings and earnings from wages. 


The third is that noncovered earnings escape the test | ul S. 
f you work na iob whi h does not lappel to be covered | OAST, 

on the retirement test does not apply to those earnings and yo 

i eel all of your earnings fy ym the no \ ed rb. ‘ 1 you 
VC ir benefits ul th me time 

It has also been said that the retirement test { present f 
pecnuse of the sort f all yr-1 yt] no’ asp oO! { | hal 

ribe tol the wave earnel rovides { qi t to p 

me work atter age bo, or Seasol il la O1 

How does the present test work and I pl 

noe it? 

(); th hart we lep ‘4 ratio oO} pre t 

( \ e earnel ‘| e te [ that » | oO ’ iD 
. month from his wages h ntitl ti eLve of s OASI 
benefit check for t! el (We are ne iuscu ne 1 @ Or a 

erson over 65 wl 3 ¢ lto OASI pS workl! ) 

If he evel le t] l Biv each mo Ol 

B i in m t] l { of D 
he should take o1 ome extra work ( 
wind getS extr \ y Cal ( od I f 1D ( Wer. 
t n he \ ld | I i ) rt f D bel adel 
+ } 4 t cvcf n 

Now, the rule fo pl | I 

DI law Under thi l it LW pl it pel V 
l e | eal ‘ ( ¢ Cire l 1 

f ) } r ) fi . lat ¢ 

ye ir exemp ion. 
But for each $75 of annual earnings over the $900, he ] 

De nt h ck, for « O75 « port tl f 

Che first thing t H. R. 7199 we 1 do be to 
test for the wage earner and the self-emp] \ i person. It v d 
put them on the same basis. ‘They would both be permitted to average 
their earnings over the full year, the way e self-employed can 
now do. 

The second thing that H. R. 7199 would do would be to increase 
the exemption from $900 to $1,000; and the third would be that it 
would provide that e \ SO of cl nual eal ngs or part reot 
$1,000 would result in the loss of a benefit k rather than $75. 
Therefore, it is a combination of eliminat ne the d rimination,. and, 
then, liberalizing the exemption even for the self-employed people. 


Now, what effect would this improved test have y th resp¢ t to the 


; 


neentive to work which I have mentioned ¢ 
We have illustrated its effect by one example. We are taking the 
example of a person who has ft] 


tinue with part-time work in a sales-clerk job, we will sav. in which 


le opportunity after age 65 to e 
they are offering him $90 a month to work part time. Now, he is 
entitled to an S85 benefit check each month, if he is retired. 

How does the test work today? Under the present law, he has 
the alternative of not working in his part-time job and getting his 
benefit checks. which would amount to $1,020 a vear or. on the other 
hand, of working in the part-time job and getting $1,080 of earnings, 
at $90 per month, but no benefit checks because of this provision 
which says if you earn over $75 in any month you lose your benefit 
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check. So, the financial scales are approximately in balance, and 
you can see that there is a very substantial deterrent to continuing 
in this part-time work capacity. 

Under the proposal contained in H. R. 7199, the person would hav: 
the alternatives of not working and getting the benefit or, on the 
other hand, of working and building up a combination of earnings 
and benefits of $2,015, as compared with $1,020. He would only lose 
one benefit check under this test which eliminates the discrimination 
against the wage earner . 

Now, as a consequence, the financial scales would clearly be tipped 
in favor of continuing in his part-t ime earning capacity. after age 65, 
and as the Secretary stated in her statement in many cases able 
bodied people over 65 can lead more satisfying lives. 

Mr. Kean. With reference to those figures, Mr. Perkins. now, $80 
times 12 is $960. I don’t quite get that figure. It seems to me that 
he could earn up to $1.960. 

Mr. Perkins. He could earn $1,880 without losing all of his benefit 
checks. 

Mr. Kean. That is right, he could earn $1,880, and he could get one 
benefit check. 

Mr. Perkins. We did not mean this figure in the chart to be a cut 
off. This is supposed to be just an example of a person here. 

Mr. Kran. You have $1,080 here, but he could earn $1.880 and still 
get one check, could he not? 

Mr. Perkins. That is right. 

Mr. Kean. That is what I wanted to get clear. 

Mr. Py RKINS, This is just the benefits of one worker, and he would 
get $935 of benefits if he had $1.080 of earnings. 

Now, in addition to equalizing and liberalizing the retirement test, 
the proposal in H. R. 7199 would correct the other two difficulties 
which I mentioned in the present test. First, it would eliminate the 
dual exemptions for persons who have both self-employment earnings 
and wage earnings, making the single test. And, secondly, it would 
apply to earnings on any kind of a job whether or not it was a 
covered job. 

Of course, under the extension of coverage. practically all jobs 
would be covered so that it would be a sort of self-correcting thing 
if you would get universal coverage. 

Mr. Kran. How about retirement on that. Was that considered 
with the job? Take the Member of Congress who is getting retire- 
ment pay after he is retired, would that be considered part of his 
earnings ¢ 

Mr. Perxrns. No, sir; the system, as designed, is one to replace 
earnings lost, and the only consideration taken into account in a 
retirement test is whether or not there has been an earnings loss. 

Mr. Esernarrer. If you are going on to another subject now, and 
if you do not mind, I would like to ask a question. Do you not think 
that there will be quite a bit of difficulty in the administration of this 
proposal, figuring on the annual basis of earnings, and that you will 
be paying out money, for instance, to somebody over the age of 65, and 
it will be quite awhile before you find out whether he is working a 
certain period and then you will have to have refunds? 
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_ Perkins. We Go'1 not a there would be any “ stantia 
d ee There will be some lag there, but I would like ) point 
out - thai the present. test for self-employed persons is on this s annual 


basis: and I woul | hi ke to ask Mr. Ball to te 1] us what the e xperie nce 
has been under this annual test for se lf employed persons today. 


Mr. Esernarrer. If a chap is receiving benefits, and he gets a job 
he might be working for 6 or 8 months before his checks are stopped, 
d then vou would have to get a refund from him, is that correct / 


Mr. Banu. Yes, Mr. Eberharte1 

Mr. Esernartrer. I wish you would go into that. I rem mbe r that 
was brought up before and I thought there would be too much diff 
culty in administration of it if we adopted this annual ae 

Now, the point is that under it, a chap could work, say, 3 months 
at full wages, and perhaps make three or four hundred dollars for 
® months. and then not work for the other months, and still get his 
checks. That is another problem. Would you cover that for us, 
lease ¢ 

Mr. Batt. Yes, Mr. Eberharter, I will be olad to. There are, of 
course, some administrative difficulties either with this test or with the 
present one. In general, I think that the first point to make is that 
most of our beneficiaries who go to work report to us voluntarily, and 
we are able to stop their benefits right away. 

It is only about 10 percent of them that it is necessary to follow up 
on, at the time we receive their report. That is at the time we receive 
a report from their employer. To see, there are two steps to it. 
The beneficiary is first under an obligation to report to us that he has 
cone to work, and is earning beyond the allowed amount. The second 
step is, if he does not report, we catch up with it by reason of a report 
being filed later on. 

Now, under this test, the way we would contemplate administering 
it is asking the individual beneficiary to report in to us at the earliest 
possible moment when in his expectation the amount of his earnings 
will exceed the amount allowed for the year, and we would stop th 
benefit right at that point. 

If it turned out that he was wrong, and he could have gotten more 
benefits, that will be paid him at the time we get his final and annual 
report. This is the procedure that we use now with the self-employed. 

Bs and large, I think it is fair to say that, although there are some 
of the difficulties in it that you suggest, they are probably not as great 
as the difficulties we encounter that arise from the wage earner being 
treated one way and the self-employed being treated another and the 
inequities that are true at the present time. 

Mr. Esernarrer. Generally speaking, though, the self-employed 
keep more records and you can depend on them to report when they 
are close to the limit or when they are going to make more than the 
limit. 

Now, do you think that you will have the same experience with the 
paid worker ? 

Mr. Baxi. Our experience with the paid worker today is that he 
reports voluntarily on his own in about 90 percent of the time. 

I might say that the ones who do not re port voluntarily on their 
own are usually new beneficiaries, and they just did not understand 
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the test; and after it is once explained and called to their attention, 
from then on they usually report voluntarily. 

Mr. Esernartrer. From the social standpoint, will there not | 
many employees who will work 3 months out of the ye ar, at $75 a we 
for instance, and then take it easy the rest of the yt ar, and still rel the 
full benefits. Do you think that that is all right? 


Nir. BALL \\ have rathe considered it an ady intage to all 
people to come back into the labor market and take jobs for sh 
period of t e and still consider them retired. 

We have thought of the idea of the test in a very I ugh way 
being one \ hich dist neu hes the person who h 5S gone into a recire 
tatus as against working at his regular job. We have not felt 
was a particular reason to want to keep that retired person fre 
eoing back and tal i oe hort p> riod job ae Iping ut 1 the Ch tl 
rush or some other seasonal period. 

SO the po nit you make, | thn kk might well be con ide) l an addy 
{ e of tact 

The CHatrroMan, I i distinct ¢ 1] | of tl 

ures Oo! mving nilatio Chere t¢ perl it these p ple { 
retu Ot yvment when thev are needed in ¢ mic advantag 

Ni I orry to sus] lat int until J clock tomorro 

ol o, but the H ( n, and there will be rollealls soon 

l} ( f you can return tomorrow morning, will that be 
onvenient ¢ 

Secretary Horny. We w | divide fo tomorrow: we are ti 
tifvying in another comn ittee tomorrow ; but we will have a full com 

ement back tomorrow 


The CuatrmMan. Thank you very much. And I want to thank the 
commit . ; 
We will recess until 10 o’clock tomorrow morning. 
(Thereupon, at 12:30 p. m., the committee recessed to reconvene 


1. Lid Ly, April Se ka 54.) 
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SOCIAL SECURITY ACT AMENDMENTS OF 1954 


FRIDAY, APRIL 2, 1954 


House or REPRESENTATIVES, 
CoMMITYEE ON Ways AND MEANS, 
Washington. D. C. 


The committee met at 10 a. m., pursuant to recess, in the hearing 
room of the Committee on Ways and Means, House Office Building, 
Hon. Daniel A. Reed (chairman ot the committee) presiding. 

The CHarMan. The committee will come to order. 

This is a continuation of the hearings on H. R. 7199. Our time is 
very limited this morning, and we are anxious to accommodate Se 


retary Hobby, who, I understand, has to attend another meeting 
about 10:30. 


STATEMENT OF HON. OVETA CULP HOBBY, SECRETARY OF THE 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, ACCOM- 
PANIED BY NELSON A. ROCKEFELLER, UNDER SECRETARY; 
ROSWELL B. PERKINS, ASSISTANT SECRETARY OF HEALTH, 
EDUCATION, AND WELFARE; JOHN W. TRAMBURG, COMMIS- 
SIONER OF SOCIAL SECURITY; VICTOR CHRISTGAU, DIRECTOR OF 
THE BUREAU OF OLD-AGE AND SURVIVORS INSURANCE; ROBERT 
J. MYERS, CHIEF ACTUARY, SOCIAL SECURITY ADMINISTRA- 
TION; AND ROBERT M. BALL, DEPUTY DIRECTOR, BUREAU OF 
OLD-AGE AND SURVIVORS INSURANCE 


Secretary Hopnpy. Yes; Labor and Public Welfare in the Senate. 
The (CHAIRMAN. About 10:50 vou w ish to 2o over there ? 

Secretary Honpy. Yes. 

The CuarrmMan. I am going to make a request to the members of 
the committee that we defer questions with the understanding that 
we will have another opportunity to ask questions of you at some 
other session, and also to ask questions of Mr. Perkins and the othe 
witnesses of your Department. 

Secretary Hoppy. Yes, sir. 

The CuarrmMan. Very well, you may proceed. 

Secretary Horsy. When we recessed yesterday, Mr. Perkins had 
about four more charts to illustrate points in this program. 

Mr. Perkins. We had finished the retirement test and we were 
going to show the charts on the preservation of benefit rights fo. 
the disabled. The Secretary read her statement on that point. 

The sixth proposal in H. R. 7199 is the preservation of benefit rights 
for disabled persons. 


Q 
‘ 
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As you will recall, the present benefit formula produces v sha 
reduction in the person's benefits if he is forced out of ‘mploym« 
for any leneth of time. We have illu trated this by an example 
a worker who is aged 45 in 1951, when we will assume he was broug 
into the system under the 1950 amendments. We will assume tl 
he was earning $200 a month while employed. 

Now, if this worker had no disablement and went throuch to 197 
to retirement, under the benefit formula provided in H. R. #199, 


would get a benefit of $78.50. If he should become disable = 5 ve 
before reti rement, say at age 60, in the year 1965, then und TL R 
7199, with the ben fit of the 4 year dropout, he would get a "ated 


of $75.90. This $75.90 would be a substantial 1 improve ment over wh 


he would oet under present law, without the benefit of the t-yr 
dropout. 

But you will note that there is still a reduction from the benefit t] 
he would otherwise receive had he not. become disabled. 

Now, the third example we found is where he was disabled for 1 
years prece ding retirement. And you W ill see a more sharp reductio 

he benefit amount asa result of the disability. 

Finally, in the fourth case, where the worker becomes lisable laf 
5 years of coverage and is disabled for 15 years, he loses his bene 
rights altogether because he loses insured status under the provisio1 
that one must be covered for half as many quarters as have ela] 
since January 1, 1951. So. In this case, the worker would receive no 
benefit rights whatsoever as a result of his disability, whereas under 
the disab lity freeze proposal in each one of these cases, the work 
would be given the full benefit of $78.50 indicated by the blue on th 
chart. 


I) . other \ ords, the 4 vear dre pout will be if some help for sh 
teen disabiill ties, but in the lone-term dis bilities the only way we ea 


equitably provide the worker with the benefit to which he would oth 
erwise have been entitled had he not become disabled would be te 
him a disability freeze, as proposed i in H. R. 7199. 

Mr. Mason. May I interrupt there? Iam 50 years old; I goto wo 
in covered employment, I work 5 years, and at 55 I am incapacitate 
for some reason or other. Do you mean to say that, by only working 
5 years in covered emp loyment, I may collect the full amount? 

Mr. Perkins. Not at that time. You would have to wait unt 
age 65. 

Mr. Mason. But at 65; is that correct ? 

Mr. Pernins. Yes, sir 

Mr. Mason. That 5 years of my work would entitle me to the full 
benefit because of this freeze ? 

Mr. Perkins, That is correct. 

Mr. Mason. May I ask what effect will that have upon the fund ? 

Mr. Perxtns. Well, we will illustrate the effect on the fund by 
chart which shows the cost of all of these proposals. 

Mr. Minis. Before you leave that chart, Mr. Perkins, what would 
be the situation in the example given of the 5-year disability unde 
existing law? Would the benefit be $69.50? 

Mr. Perkins. I do not have the figure on that. I think it would be 
just about that. 
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Mr. MILLs. In the example you give, the 5 year disability and 4 
years of the dropout in the bill before us, now under existing law 
where there is no 4 years to be taken from the work record, as I figure 
t. it would be about 365. 

Mr. Perkins. It is in that neighborhood. 

Mr. Batu. With the application of the new formula, $65.90. 

Mr. Miius. And in the third line it would be ipprox mately D40 ¢ 

Mr. Bax. That is correct. 


{ 1] 


Mr. Mitts. lt shows the benefit of the t-year aropout, as wel iS 
e i 


he increase t here. 





Mr. Perkins, |] is right 

Now, the el iphasis wh ( h H. R. T7199 pla on reh: b tat 
ipparent, and one way that that would be done is the fact t] H. R. 
7199 directs the secretary to enter into agreements with the Stat 
vhereby this determination of « sability ould be made by the ve 


onal rehabilitation agencies of the Stati 
A person who was disabled would apply to one of the 512 OA 


oflices for preservation of his rights under this disability freez if 
{ . ; 
e had the required work history, under the OASI system, he ws e 
. 1 ' i 1 ] : i 
referred to the State vocational rehab litation agency, where 
be given an examination by the cou elor } the agency, wihio \ | 
i ies j ley Be al e 4] } ; 
call tor a medical examination by one of the local doctol ( 
: P ] | 4+] 1 ; + 
munity, 11 needed, under the usual working re oO! Ll} \ ( { 
+ ] 1 | ee 1 ; 
between the State vocational rehabilitation agvel es and the doctors 
today. 
i Y . 1? . 5 . . 17 . } 
This disability examination would serve as » evidence 
hether his rights should be preserved under t} pro] \ 
ime time, 16 Wwouid serve as the Dasis tor the rehal { pial 
1 oO 1 Rs hk > . . - ] tr 
the State vocational rehabilitation ageney would draw up fo 
worker, and the worker would be returned to work: that is, i he 


rehabilitation were successful. 

This rehabilitation would be a part of the usual State-Federal voca 
tional rehabilitation program and would ve financed ih tne 
manner under that program. 

As the Secretary testified yesterd ¥,a Sl bstantial expansion of tl 
program has been proposed and a bill Is pending to achieve tl 

Now, the secretary has also referred to the net costs of all of 
proposals, and I would | ke to show three ‘parts whi bh Summariz 
financial effect of H. R. 7199. 

lirst, how is the Sy stem being financed today ? You will 
the law provides a stepped up rate schedule; and at the presel t ti 
the combined employer-employee rate is 4 percent, falling equally, 
percent on the employer and 2 percent on the « mployee. his rate 
scheduled to rise in 1960 and 1965, and to reach 6.5 percent in 1% 
Chat is the combined rate under the present chedule. 

Now, under the proposals, some ot the m would provide L CO 
ings to the system and some would result in a cost increase. Exte 


ing coverage would produce some savings. As the Secretary testifie 
because of the weighted benefit formula, where there is incomplet 


coverage and workers are in and out of covered employment, 
i] 


average wage of the worker is reduced; and under the benefit form 
which favors low average monthly wages, it costs the system more 
pay benefits to that type of worker. By extending coverage a1 
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eliminating this movement in and out of covered employment, it 
expected that the system would save money in the long run. 

The 4 year dropout would cost about a tenth ofa percent of taxabl 
payroll. I should have mentioned that all of these proposals are baler 
shown here as a percentage of the taxable payroll, which is the trad 
tional method, as you are well aware, of measuring the cost effect of 
proposals unde r the OAS] system. 

The Cuarrm. Will you suspend for a moment? I would like to 
ask Madam Sec ret: ry, do you Saas some reading matter in your r¢ 
= which you W ish to cone ‘lude be fore you cone Senate ¢ 

ecretary Hoppy. It is about three pages, Mr. Chairman. 

The CuatmrMan. If you would like to compte your statement at 
this time, we could resume with Mr. Perkins later. In that way you 
could attend your Senate conference. 

Mr. Foranp. Am I to understand that the Secretary is going ove 
to the Senate after she leaves here and will be back to answer ques 
tions at some later date / 

The CuatrMan. At some future time, yes. 

Mr. oe We have some questions. 

The CuatrrmMan. There will be every opportunity, as you know; that 
erie way we cond luct hearing 

Mr. Foranp. I wanted to know what the situation was. 

Secretary Horpy. The Assistant Secretary is here and the Director 
of Old-Age and Survivors Insurance, and the De ‘puty, and the Actu 
ary, so there will be ple ney of people to answer questions. 

Mr. Foranp. But we prefer to get answers from the Secretary. 

Secretary Horpy. | hope that can be arranged. 

Mr. Chairman, although I am not testifying on H. R. 7200 at this 
time our discussion this morning would be incomplete without some 
further mention of public assistance and of H. R. 7200. 


The administration believes that in the past there has been insufti- 
cient — isis upon the close relationship between old-age aa sur 
vivors insurance and the public assistance programs. Our review 
made in th past year has re sulted i in a new and integrated approach to 


these programs on the part of the administration. 

OASI is moving gradually toward maturity. The broadened cov- 
erage proposed in H. R. 7199 will greatly accelerate this process. As 
OASIT assumes more and more of the load of supporting our aged 
population, the need for old-age assistance payments by the States 
should diminish. 

H. = ZUU, a closely related bill to H. R. 7199, would revise the 


old-age assistance formula to reflect this fact. The new formula 
moe contain a factor re “ducing the » Bed ral percentage share ot old 
age assistance expenditures gr: ails in any State as a larger and 


larger proportion of age ed of that State be come OAST beneficiaries. 

The action taken by this committee on H. R. 7199 will have an 
important bearing on the future of public assistance. We believe that 
the soundness of the approach taken in H. R. 7200 with respect to 
public assistance will be apparent upon the completion of your hear 
Ings on ill before you esis LV. 

To illustrate the close relationship of which I have spoken, I would 
like oahane you two map charts which I think are extremely interest 
ing. 

(The charts are as follows:) 
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Mr. Chairman, this concludes our testimony in support of H. 
7199. It is a bill which would preserve and strengthen the sow 
aspects of our old-age and survivors insurance system. It wou 
correct many of the deficiencies which have appeared in its structu 
We believe that it represents an important and constructive step f 
the promot ion of the general welfare of our citizens. We, therefor 
urge that the bill be given favorable consideration by your committ 
and by the Congress 

The CHatrrMan. Does o at conclude your prepared testimony ¢ 

Secretary Horsy. Yes 

The CuarrmMan. Do yo ou an to go over to the Senate now 

Secretary Honey. I think it would be less disturbing to the 
mittee : I left before Mr. Perkins picked up. 

Thank you very much, Mr. Chairman, for your consideration. 

The CuHarrman. I will announce that the committee will mee 
10 o’clock on Monday. Could you arrange to be present then 

Secretary Horsy. I shall be on the west coast on Monday. I] 
tomorrow. 

The Cuamman. The hearings will continue for 2 or 3 weeks, 


; 


we want to suit your convenience. 

Secretary Hossy. Thank you very much. 

The CuHarrmman. We thank you very much for your appearance. 

Mr. Perkins, you may pr¢ oceed. 

Mr. Perkins. I was indicating the cost effect of the proposals 
tained in H. R. 7199, and I was stating that the 4-year dropout 
would result in an increase. 

Mr. Mitus. Mr. Perkins, would it not be convenient for you to 
begin = the beginning of this chart of the six proposals’ net 

Mr. Perkins. This chart illustrates the cost effect of the propo 
mn terms of pe reentage of covered pay rolls, It shows that ihee 
sion of coverage proposed in H. R. 7199 would have the effect 
decreasing the cost of the system in terms of percentage of payrol 
by 0.18 percent, or about a fifth of a percent of taxable payroll. 

Now, the t-year dropout would increase costs as a percentage of 
payroll by a tenth of a percent. The increase in the earnings ba 
from $3,600 to $4,200 would result in a decrease in the cost of 1 

ystem as a percentage of payroll of 0.15 percent. 

The benefit increase proposed for past and future benefici 
would have the long term cost of eight tenths of 1 percent of 
roll, under the estimate. For the improvement of the ret 
test, the cost is estimated at 0.03 percent, and the disability fi 
is 0.07 percent of payroll. 

I believe that answers your question, Mr. Mason, as far a 
comparative cost is of this proposal; the disability freeze | 
relatively low cost. 

Now, balancing off the increases and the decreases, the total] 
increase in cost as a percentage of payroll would be 0.67 percent unde: 
the estimate. However, if we were to take into account at this ¢1 
the fact that the interest being received on the reserve is now 
percent instead of 214 percent, the actuary has estimated that thi 
total net increase could be regarded as 0.56 percent. That is to say, 
if we were to take into account that increased interest factor at this 
time. 
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Mr. Muus. Mr. Chairman, at that point, may 
sestion ¢ 

To refresh my recollection, have you in 

ceiding the percentage of pay roll taxes, take 
rate of the interest on the interest received by I 

Mr. Perkins. I will ask Mr. Myers to answ 

Mr. Myers. Yes, Mr. Mills, that has been 
he cost estimates for the 1950 amendments ) 
nterest rate used was 2 percent. When the 1952 ame 
oO] sidered, interest rates had vone up consider ibly, and 


the ma 
stimates then were based on 2, percent, which is the rate th 
been used in the subsequent cost estimates, up to this time. Current 
ve have com} uted the cost estimates both on 214 percent and on : 
ercent, respectively, the latter figure being the actual rate be 
‘arned on the trust fund at the present time. 
Mitus. That was my recollection. 
Mr. Perkins, when we reach a conclusion now as to the cost of the 
program reflected in percent of payroll, we do not reach a firm 
usion, do we, because that may well vary up or down? It deper 
ipon what the rate of interest is coming into the fund. That woul 
ipply in 1970 or 1980. 
Mr. Perkins. That is true, that the level premium cost 
itire system can be taken on several different assumptions. 
ne of the assu —. ns would be varying interest rates. 
Mr. Mitts. But, nterest rates may vary, the total amount 
s a percent of nies veil, will vary. When we say today that 
program being suggested in H. R. 7199 is actuarially sound, 
‘rease the fax ultimately to the amount proposed in the bill, 
mean that it 1s actuarially sound at that rate of tax if interest 1 
lo not decline. 
Mir. Perkins. I do not think vou can take tl negat 
hat it becomes actuar ially unsound if interest rates do dec] 
is some leeway there. It would not be the same. 
_ at. Mitts. We have done that in the past, but I think we hav 
sled people into believin gy 1n the past —and I do not want ; 
do it now—into thinking that, so long as we finally apply a r: 
ax at 614 or 7 percent of payroll, we guarantee that 
actuarially sornd. That is not true, unless the as 
made at the time the tax is proposed maintain. 
Mr. Kean. And there are many other assum] 
Mr. Mirus. Interest is only one, but that is tru 
Mr. PERKINS. Yes, sir. 
Mr. Kran. We are making the best edueat 
Mr. Mirts. I say we have always done that 
it. But I jus’ _ not want us to sell it to the p 
we have sold it in the past, on the basis that we a 
fund is sea if this percent of payroll tax applies 
dates, 
Mr. Curtis of Nebraska. Over how long a period 
your estimates as reflected in that chart ? 
Mr. Perkins. I believe it is 2050. 
Mr. Myers. The projections, as in the case of f all « 


+ 


projections, are projected into perpetuity, as it 
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tions are done on an annual basis for the next 100 years; it is assumed 
that after that a stable condition is reached. Actually, the way the 

timates are derived, a stable condition is reached after about 60 
or 70 years from now. 

Mr. Curris of Nebraska. In other words, say 50 to 100 years is 
what you have in mind in that chart, or 40 years or what! It is to 
project them into perpetuity ¢ 

Mr. Myers. The stable condition is reached in about 70 years from 
now, so you might say that is the length of the projections, 

Mr. Curtis of Nebraska. In other words, that chart is to reflect 
what the picture will be in about 70 years ? 

Mr. Myers. Not exactly; this chart represents, in effect, the average 
of today’s cost and the costs in the next 2 or 3 or 4 decades, averaged 
out with the ultimate costs. 

Mr. Curtis of Nebraska. What are those assumptions, besides in- 
terest rates, just briefly, that go into that chart? 

Mr. Myers. The assumptions that go into cost estimates are many 
fold. The major ones are in regard CO mortality, birthrates, retire 
ment rates, employment rates, wage rates, and interest rates. 

Mr. Curtis of rt So, for instance, if you take a not too 
distant future, 40 years from now, what the costs will be then will 
depend upon the i of employed, the wage rates, and all of these 
things that you have mentioned ? 

Mr. Myers. That is correct; and the aged population, of course, is 
a function of the future mortality rates. 

Mr. Curris of Nebraska. When you get into a period beyond say 
- vears — now, the number of people paying the tax is going to 
be affected | ry the peop le born from this time on; is that not true? 

Mr. Myers. That is correct. 

Mr. Curtis of Nebraska. And that is the one thing that you can- 
not predict like you can what might happen with people that are 
alive: is that not true? 

Mr. Myers. That is true. The people now alive can be projected 
into the future with reasonable accuracy; but the number of people 
who will be born hereafter and thus be the future labor force is 
subject to wide variation. 

Accordingly, in our cost estimates, which have been presented 
the committee, we do have both a low-cost projection and a high-cost 
project ion: and the figures that we generally have quoted here are the 
intermediate ones. 

Mr. Curtis of Nebraska. And that is based upon the assumption 
of the passage of the bill under consideration but no further changes 
by Congress in the level of benefits or in tax freezes; is that correct? 

Mr. Myrrs. The cost estimates are based on the bill as it stands 
without any further changes in the future; similarly, it is assumed 
that wage rates remain level into the future so that the relationship of 
benefits under the bill and wages being paid stays the same. 

Mr. Curtis of Nebraska. And it is also assuming that we will com- 
plete this program in more or less universal coverage and let it stay 
and not periodically change the benefit rates as we have in the past? 

Mr. Myers. Yes, it assumes a static condition, as it were, as to the 
law and as to wage levels, employment conditions, and so forth. 
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Mr. Cr RTIS of Ne braska. Tl erefore, if Col orTess chooses to in rease 
the be nefits period cally, every 2% or 5 vears, a eg: oht Say 1 it | 
hope that our aged can get just as generous a benefit as our economy 

nd the producers can carry—but if they do choose to change the 
efits, that, of course, will have its effect on that chart ? 

Mr. Myers. Yes, that is true. Of course, if ge rates go uy] dl 
other changes are made, more contributio ’ llected. 

Mr. Curtis of Nebraska. And, there are « factors that 1 ld 
offset that both w VS; is that correct ¢ 


Mr. Myers. It is possible; ves, sir. 
Mr. Curtis of Nebraska. But the point is that you could 


pate VW hat changes (‘ol Gress mig t make, r l ii} iw h { 
bheeause I do not think that that is fair to vou people, who ar ced 

ith making these estimates, to try to guess t e” 

[ think that you do a mighty good job on the fact ean 

semble: but I wanted the record to note that the Conere if 

is to assume some responsibilitv on what these os e woing to 
tiirn out hecause it depends on the leg slative l 

Mr. Mason. Right along that point, if ( : in 
future vears to increase benefits, then that Cong 

nse, will increase the income by more t} 

ore ( stablish a] ! \ | if ot 

Tha ] what re 11 l } ] \ { 1 ! ( 
I Il ure Ce cr 1'¢ \ ll b tA 

} nr nt one 
Mir. Mant Riol t f t point. Mr. ¢ | 
ro, Mr. Perl te ( . 

provided in t bill as a pereent ¢ | 
‘ ioOve nad e@) | ( ( oa) ? I tT ait / 

Mr. PERKINS. | 1 $s rent. ‘| e prop ! ! ry? d y 
the bill is up to a combined rate of 7 percent. 

Mr. MILLs. It is on rourth on ea 1 the empiove!l cl niovee é 


Mr. Perkins. Yes. 

Mr. Mus. That is a 50 percent increase. 

Mr. Perkins. Yes. 

Excuse me, a what percent ? 

Mr. Mirus. I do not mean 50 percent, but nercent 

Mr. Perkins. That is right. 

Mr. Mitus. Now, vou say that the total net increase. as refl d by 
the changes in the bill, would be 0.67 percent. Now we are to under- 
tand. then. that the O14 percent i rea ; Ss takel care ( f by this 
( hange in the rate of interest received DY the fund ? , 

Mr. Perkins. Not in full. 

Mr. Minus. What is the difference ? 

Mr. Perkins. It is indicated on the chart thi that our change is 
0.11,as a result of the interest. 

Mr. Mrs. But it would be a 0.06 percent that we would lacl 


making up ¢ 


Mr. Myers. Mr. Mills, there would be a bit more than that. because 
the 0.50 percent increase in the tax rate does not begin immediately, 
but is deferred until 1970. Accordingly, in this averaging out pro- 
cess, that provides, in effect, the equivalent of only about a 0.4 percent 
increase in tax rate spread out over the whole period. 
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Therefore, the difference is between 0.4 percent and the 0.67 percent 
shown there, or, if you take into account the change in the interest 
rate, it is the difference between the 0.4 percent and the 0.56 percent 

In other words, it is a difference of about 0.15 percent of payroll. 

Mr. Kean. The reason that you have not put that into the bill is 
that it would be a complicated matter to deal in fractions, therefor 
you are coming to the closest figure in round figures. 

Otherwise, if you had to have the employer and employee figure out 
that he had to pay an extra tax in fractions, it would be very com 
plicated ; would it not? 

Mr. Myers. Yes, Mr. Kean, and, as the committee will recall, 
the 1950 legislation, after the benefits and coverage were decided, a tax 
schedule was developed by the committee which approximately met the 
costs according to the intermediate cost estimate. The committe 
realized that the cost estimate, for one thing, could not be precise, a 
was pointed out previously, and it was attempted to get a contributio1 
schedule which more or less approximated the benefit cost, 

Mr. Kean. There are so many unknown factors, as those which have 
been mentioned by Mr. Mills and Mr. Curtis, of Nebraska, here, that 
we know that we are not hitting the mark exactly. And the best 
thing we can do, as I said before, is to have an educated guess as 
what it will be in the future. 

Mr. Miuis. My thought, Mr. Chairman, was that it probably would 
be better if we rounded off the fraction on the plus side, rather than thy 
minus side. We may find ourselves creating a lot of mounting costs 
without taking care of the actual increase in the cost if we are going 
to round off our fractions on the minus side from here on. 

Mr. Curtis of Nebraska. Would the gentleman yield? 

Mr. Mirus. I am not criticizing any increase in benefits, of course 

Mr. Kean. Past history has shown that on account of the increase 
in the cost of living, the lowering of the value of the dollar, and mors 
employment, there has been more revenue come into the fund than has 
been anticipated by the actuaries, is that not correct ? 

Mr. Myers. Yes, Mr. Kean, that is correct. That is primarily be 
cause wage rates have kept increasing. 

Mr. Kean. On account of the lowering of the value of the dollar? 

Mr. Myers. Yes, sir. 

Mr. Mirus. There is nothing in this bill to increase the value of the 
dollar is there, Mr. Perkins? 

Mr. Curtis of Nebraska. Do you have further testimony, or are wi 
to proceed with the questioning at this time? 

Mr. Perkins. We do have a couple of more charts, but I will be 
glad to answer questions. 

Mr. Curtis of Missouri. I want to ask a question about this chart; 
is that in order? 

The CyatrmMan. That is in order. 

Mr. Curtis of Missouri. I am particularly interested in reverting 
back to some questions I asked yesterday, in regard to the increase of 
the earnings base, and the philosophy behind it. 

In reading some of the testimony and in reference to the proposed 
cost and these questions that have been asked in regard to the actuarial 
soundness of this program, I am impressed with the fact that one 
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thing that the increased earnings base does is to make it more actuari- 
ally sound because, as you state in here, or as it is stated, of the 
weighted-benefit formula. 

Now, that to me becomes a little alarming because, if that is so, any 
time that you would want to make it more sound, a very easy way to 
do it under your weighted-benefit formula, would be simply to 

rease the earnings base: would that not et 

Mr. Perkins. It is true that an increase in the earnings base 

e second step of the formula at the present range of 15 or 2 

nt does result in a decrease in level premium rate. 

Mr. Curtis of Missouri. And it always will, will it not, as long as 
vou have a weighted-be ne fit formula ? 

’ Mr. Perkins. Yes, s 

Mr. Curtis of ideal: So that makes Mr. Eberharter’s remarks 
even more pertinent because, if you increase the base another S600, in 
stead of the recommendations here. then the doll irs that are | elng paid 

n do not get the same benefits as the dollars paid in in the lower base ¢ 

Mr. Perkins. That is true. 

Mr. Curtis of Missouri. Is that, indeed, the philosophy behind 
increasing this recommended increase to $4,200 ¢ 

Mr. Perkins. No,sir. Itisnot. I might just point out, incidental 
ly, that some of the more ardent advocates of the increased wage base 
are the very persons who will receive this extra tax; in other words, if 
vou were implying that there would be dissatisfaction with those in 
that bracket between say, $35.600 to $4,200 

Mr. Curtis of Missouri. I am not implying any dissatisfaction; I 
am trying to get the philosophy. 

Mr. Perkins. The philosophy of the wage-base increase—I do not 
think I can state it any better than the Secretary did in her testimony, 
or, as Mr. Mason stated it yeste rday, that it is a desire to reestablish 
the determination that was made by the Congress in about 1950, when 
it figured that this was a proper portion of payrolls to have contribute 
to benefits. 

There is a point at which it would seem inappropriate to have wages 
contribute to benefits, since, as Mr. Mason stated, it would be invading 
the realm of the private life-insurance companies and other forms of 
savings. 

It has seemed that there is a point that should be established, and it 
is a matter of judgment as to exactly where it ought to be; but the 
$4,200 base is essentially the same as was established in 1950 at $3,600. 

Mr. Curtis of Missouri. But I am afraid that you are saitiaeaheien the 
point that I am a little concerned about; you see, at one time in this, 
you go on the theory it is insurance, but, certainly, when you get into 
this weighted-benefit formula and when you find that the higher wage 
eroups do not get out proportionately what they pay in, and the higher 
they get the less the proportions, you are completely away from the 
relation of payments made to benefits to be received. 

It becomes a very easy method of financing something that. might 
not be actuarially sound by simply going ahead and raising your earn 
ings base again. 

It shows up on your chart. It shows that you do have a benefit 
to your whole system, and where you are getting it from is, because 
as you say yourself, from this weighted-benefit formula; and you 


) pel 














LOS SOCIAL SECURITY ACT AMENDMENTS OF 1954 


are inviting these people in and not giving them the same amount « 
benefit for the new dollars that they pay in. Now, that can go on U 








controlled; that is just opening the door, if that is the formula 

reas r the en Ings iS 

l'o me, it omething that ought to be resolved now, as to 
the th ory beh cl mnereas no the « irnine’s base is. If it ;to do w 

done here, and | uspect it might be, then, 11 deed, |] Sue Lo" 

that we have a dangerous theory. I do not think it relates to | 
at all 

Mr. Py RKINS, No. ir. Vou } Ave pointed out an ihe rent elen 1 
the system with this | efit formula which is absolutely tr ( 
Vou ce ld ] ial] reasing wave base continually 
crs the ] ( 


Mr. Curtis of Missouri. That is right. And by increasing it, t 
people who pay that, it will be a graduated-income-tax formula, wl 


will not be the theory as I understand it behind this social seem 
program or what it wa 

\s soon as vou get o graduated taxes, where there no rela 
oO! e relat I et Pp vVment made 1 cl bye hits to be iC \ j 

ot t rie ve an entirely different philosophy by hit 
] T cle t whether 1 ( Cutie | e\ 

\ PERKI Of com 1] ising tl Vero ’ ( 1 
Oo! ( ie l e th ul l { ] t Tor Ig 
welg {-] nt 7 mul Phe 1'¢ ‘ } } 3 ( 

} ove tl t po 

Mr. Curtis of M ri. I do 1 ( rt ( 
Helo ‘ Dil une |] { ] \ hat here tI 
i e fT ] ent ‘ ) r . vour ¢ l y DA | 
| (| vel to rt chitt WI . ; 

Mr. Perkins. To tate ie tl v of Wao e { 
" if. rthe ma ! vy of work rs, | t} r earnings ought 

vered: that, in the worker category, t iverage worker in a ma 
Hil rl) mat r l ) ive ill 1° { illy 1] 
ng ontribut rtoh ultimate benefit 

(n average worker, in a medium-paid job, we will nama 
mn ring ch ry 1 1} 1 a somewhat I er tha med n-pa 
job, ought to have vi tantial V all of his e rhning count “ 

Mr. Curtis of Missouri. Do I understand that under that phil 
ophy, then. this is just the beginning? You would be anticipating 
further increases in the earnings base so it is not tied into a correctio} 


for inflation, which IL had suggested seemed to me a logical reaso 
Appare ntly, there is something more to it than that. 

Mr. Perxkrns. Well, I think that inflation and wage levels are 
closely related that we cannot really separate them. I usually think 
of it in terms of rising wage levels, and you prefer to think of it 
terms of inflation. I think that they are very closely related. 

Mr. Curtis of Missouri. If this is social security, we should be 
thinking in terms of the purchasing power of the dollar or, rather, 
purchasing power. If it is to be security that should be our concern 
and that is where I say the inflationary feature is. The logic to try 
to correct for that meets with some approval. 

But, if, indeed, the real reason for increasing the earnings base 
is simply to get additional money in a disproportionate rate due to 
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vour weighted benefit formula from vour | 
we have embarked upon a new prin ple 
contemplated in the original law or the philosop 

Mr. Perkins. You are certainly rig! 

certainly not the theory under vw 
phe theory was to keep the system 
related in the same concept that it 
{ would be necessary to adjust ror 

ned with inflation which had oeceur 

Mr. Curtis of Nebraska. At that 
or 1ts predecessor agency firs rece 
creater ¢ 

Mr. Perkins. I confess that I do 

Mr. Bauu. The first time that I ren 

to discussion was at the time of the 
Advisory Committee to the Senate. 
base in their report which came « in 194 

Mr. Curtis of Nebraska. I was thinking 
recommended that ficure in his test mony. 

Mr. Bauu. I think that came later. 
mended $4,800. 

Mr. Curtis of Nebraska. Therefore, $ 
has been advocated even before Congress 

Mr. Batu. Yes. 

Mr. Curtis of Nebraska. So this does not « 
$3,600 in 1950 to its equivalent now / 

Mr. Batu. I do not see that those two are inco1 5 
] believe in these proposals that the re asoning of the Depa 
to restore the relationship that the ¢ ongress id d ded | 

Mr. Kran. With reference to Mr. Curtis’ questions, I do not t] 
that we should be bound by the philo O} hy thi vas back of the 
partment in 1950. 

Mr. Curtis of Nebraska. Oh, no. 

Mr. Kean. That was the recommendation of 
$3.000 wage base. 

Mr. Hotmes. If I may, I want to ask you 
cult, is it not, to reduce any one of the major 
weighing of this whole procedure as to bene 
forth, to reduce them to a constant ¢ That 
as to a wage base, or whether it be mortality 1 
fund earning power, or any other factors; is t] 

Mr. Perkins. I would say so, but let the 
if he sO wishes. 

Mr. Myers. I think that vou are right there, Mr. Hoh 
derstand what you mean. None of those factors are of certainty 
the future, is that what you mean ? 

Mr. Hotmes. Then, is it not a fact, too, that we would have to re 
service this legislation in order to keep it in tune with the dynamics 
of the changes that may be taking place in social and economic sys 
tems? Is that not what we are trying to do here basically and 
fundamentally ? 

Mr. Perkins. Absolutely. 
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Mr. Hotmes. It seems to me that it is like marbles in the botto 
of a circular bowl. You move any one of the marbles and you chai 
the position of all of the marbles. — is _ the reservicing of t] 
legislation is important in keeping pace with any changing conditi 
that m Ly occur 1n the social or economic system. 

Now, it is also true, is it not, that any actuarial system that has bee: 
evolved up to date has not proven in extreme econo mic and SOK 
chai ges to prove out to be absolutely correct, is that not true ? 

Mr. Perkrns. You mean any actuarial system ¢ 

Mr. Ho_mes. That has been evolved up to date ? 

Mr. Perkrys. You mean a method of computation ¢ 

Mr. Hotmes. Yes. 

Mr. Perkins. Well, I just would not have enough experienc 
say whether that was true. I would suppose that would be true, t! 
extreme conditions would throw it off substantially. 

Do you want to answer that, Mr. Myers ¢ 

Mr. Myers. I am not quite clear what you mean, Mr. Holmes. 


Mr. Ho_tmes. What I mean is this problem that we are faced w 
ante ee is it any different from what the private insural 
companies or other actuar ial organ izations are faced with e very ol 


in awhile in ain with their problems? 

Mr. Perkins. I think that I see what you mean. I think it is ver 
clear that the best you can do is make these educated guesses within 
range and, as you say, something very extreme might throw it off 

Mr. Hotmes. The point I am trying to make through these qui 
tions is this: I cannot see why the committee should become pat 
ticularly apprehensive ove r the fact that you cannot recluce all of thi 


factors to a constant because the only permanent thing that I have 


ever been able to witness in the economic and social history of any 
civilization is change. And these things are constantly changing an 
we must service them to the best of our ability in the face of 
change s that take place. 

I think that concept is important in the overall philosophy of th: 
program in building the legislation and then servicing it. Do you 
not agree / 

Mr. Perkins. Yes, sir. 

Mr. Hotmes. Thank you very much. 

The Ciatrman. You do not expect to evolve any system that would 
not produce its imponderables as you move along, is that not right! 

Mr. Myers. Yes, that is correct, Mr. Chairman. And there is the 
difference in a program of this type as against a private insurance 
company in that when ch anges occur the insur: iseebenns nny, of course 
must make changes for the future; but it has what you might say a 
closed-end liability for the contracts that are on the books which 
are all very definite and do not get changed. 

Here we are dealing with a broad social-insurance program, an 
the changes that are made can be made, not only for the existing 
people, but also for the new people that will come into the systen 
in the future. 

Mr. Coorrr. Well, Mr. Chairman, is it not also true that with this 
program you have ee that is so much larger than any indi 
vidual insurance company has to deal with? You are dealing here 
with substantially all of the people of the United States. It is so 
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much larger in scope. That is one important point to bear 
ind, is it not? 

Mr. Myers. Yes, Mr. Cooper, that is correct; and there are so many 
other factors in this program because it is based on the individual re 


firing and not just mere ‘ly reaching a certain age, and so forth, so that 


ere are more ponderables in what you might « mpl e 
mtract. 

Mr. Cooper. Not only from the ‘ point of view that you very properly 
nt out, but also from the point of view that there are 1 V ec 
ngencies as to what action Congress is going to t ike and how the 

ogram is going to continue to fotcdl and develop 
here are many important elements even in addition to those that you 


ve very properly pointed out, is tha not true 

Mr. Myers. That is correct, Mr. ¢ Goan 

fr. Esernarrer. Mr. Myers, how long have you b with the 
Social Security Administration in your capacity 

Mr. MYERs. | have peen chief actuary ot the Social S¢ wit \ 


ministration since 1947, and I have been in an actuarial capacity with 
ie Social Security Administration and the Social Security Board 
which was its predecessor, ever since the act was leveloped: 1 fact, I 


was witn the Committee on Economic Security that developed the act 
n 1934. 

Mr. Esernarrer. As Mr. Cooper said, the program has been un 
fol ling from year to year and growing larger at ee, rer. And you 
have watched it deve lop all of the time from a very s nall beginning, is 
that not so? 

Mr. Myers. That is correct. 

Mr. Esernarter. And your estimates have been fairly accurate, 
have they not? 

Mr. Myers. Well, I would hope that they are as accurate as or 
have been made. However, what they have been thrown off by, in very 
large part, is the fact that wages have increased so drastic ally over the 
i7- or 18-year period since the progr im has been started. 

As you know, back in the late 1930’s, when the program was started, 
wages were possibly only 40 percent of what they are now. At that 
time in 1937, nobody could have predicted just what was going to h: ap 
pen to wages or predicted that there was going to be a war. and so 
forth. I think it can be said that, taking into account the fact that 
there has been this increase in wages, and this inflation, the estimates 
have been reasonably good. I would always hope, of course, that they 
could be better ; 

Mr. Foranp. Plus one more factor, that Congress on several « 
CASIONS froze the tax which threw vour estimates out of « raer a little 
bit? 

Mr. Myers. Yes, Mr. Forand, that is correct. As has been pointed 
out previously, our estimates cannot possibly make any prediction as 
to what future legislation will do in regard to the program, and that 
might be less predictable than even the birth rate. 

Mr. Esernarter. I want to emphasize a little on what Mr. Holmes 
brought out, that Congress would always be here, we would hope, and, 
if there are changed conditions, we are here to meet them: if we go 
along on a sound basis for the present and look into the future as well 


q 
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wec an from pas ste xper ience, the ec ommittee will be here to ti ike ¢ 
of al yt! hing inthe wa Ly of a violent change. 

Mr. Myers. I think that is absolutely the only logical course of pl 
cedure. And I think the committee has recognized that fact in t 
past in a number of statements, the committee reports on the 195 
amendments and the 1952 amendments. 

Mr. Enerniarrer. There is no suggestion being made by the Secr 


tarv in her recommendations that are in violent departure from w! 


ne been before the committee in the past. 
(re there any violent departures ¢ 
Mr. Perxins. No. 
_ Mr. EBERHARTER. It seems to me that most of these recommenda 
is , bel ne made today . have been stucied by the committee in soi 


mene or other at previous times. Would you say that is ti 
Mr. Perkins? 

Mr. Perkins. I think that it is probably fair to say that pr 
posal of this type, not the very same ones, but the committee has 
its past considerations gone over a wide range of proposals of a 
sorts, 

Mr. ips RITARTER, I think we have had nearly all ot these propo i 
before us for consideration in the past. 

Thank you, Mr. Myers and Mr. Perkins 

Do you want to add anything to that, Mr. Perkins? 

Mr. Perkins. I do want to repeat that things like the 4-year droy 
out are entirely new, but that the new-start provision that you put in 
In 1950 was arguably analogous to it. In other words, if not the same, 
it 1s ee like it. 

Mr. ‘urtis of Missouri. Could I ask a question of Mr. Mye1 
Without the tax freeze and these new starts that have been mentioned 
as two examples, what. in your opinion, shouk | the ti ust fund amou 
to now if this were an actuarially sound program? It is $18 billie 
now, roughly. What do you think it should be ? 

Mr. Myers. There are two parts to your question, and I will tak 
them separately. As I understand the first question, if there had not 
been the tax freezes, but rather the original schedule had been mai 
tained, the trust fund would now be in the neighborhood of $50 billio 
instead of the present S19 billion. 

Now, as to what size the trust fund should be, that is difficult, if not 
really impossible, to answer precisely. There are many differences 
between social insurance and private insurance plans, for which ther 
is a rather definitely accepted definition of actuarial soundness. 

Mr. Curtis of Missourt. This really is not an insurance program, 
is it, Mr. Myers? I think with so many of the features that we hav 
in here like these weighted benefits, and so forth, and the very defi | 
ee attempt to ultimately move out OAA through this program, | 

hink that the theory of insurance is to a large extent a fiction. 

I am just asking, from an actuarial basis, what you think the trust 
fund should be at this point, if it were actuarially sound, and let us 
get away from the talk about insurance companies. I am talking 
about your own figures that you have prepared from time to time, 
actuarial studies. 
Now, to be specific, I am referring to actuarial study No. 36, of 1953, 
which you prepared, table 21—A, where the accrued liability is broken 


+ 


es 
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vnoon the high cost, low cost, and intermediate cost, iad where 
fi led hability using ntermediate cost 1s SLS82 billion. The tru 
nd is $18 billion. 
Those are the thines that alarm me, to be very frank. and I hope, 
hen we go further, Mr. Chairman, into the cost estimates of t 
ne, we will consi ley more ireTully } ist where we re going ’ 
it this does involve. 
| have been impressed, too. with the fact that w ther t : tax 
COZE and all ot t| Se other changes W Chi Tecte O i uC l 
} studies have been ound judgment. (of cou } 
ted s biect. 
That is all L have. 
\ir. BYRNES. If this au stion has been as i ad Al ered. \ : | 
cet it from the record. lam sorry that 1 was detained. I 
e to address my question to Mr. Myers and as 
mn ill be if we extend this coverage | it $ proposed by t 
it we get practically universal coverage. Lond then 
tem is fully matured, What will be e Db t ] vou ( 


hen will that date be reached ¢ 
That 


Mr. Myrrs. hat date would be reache ipproximately | 
eu! 


Mr Byrnes. At that time, what do you estn te, a aa or pres 
efits, and no changes wh 1, OF course, IS Quill retche | 
7 . but what would the matured cost be at that tu . and the matured 
ie ¢ 
Mr. Myers. At that time, the cost of the benefits expressed a 
pel entage of payroll is show) in table 8 of actuarial study No. 
uge from roughly 714 to 1114 percent of pa ll, with the inte 
liate estimate being about 9 percent of pa ro \ 
x rate provided under the | ll! would have reached its ultimate hi grit 


) i percent 
Mr. BYRNES. What are we cvoing to do about tl { erent 
Mr. Myrrs. : ‘he differs ntial there, ot course ag h clepe Ing oO 


hether the experience turns out in line with the assumptions, or at 
i part of it would be met by inter st earnings n tlie tr na 


it would have been built up by the excess of collections in the early 


ears over the benefits paid out. 
Mr. Byrnes. Using your intermediate figure, that is 7 percent: 


it right ? 


\ir. Myers. The intern inte feure 1s 9 percent. 


Mr. Byrnes. And the low cost is 7: is that rieht? 


Mr. Myers. About 714 percent. 
Mr. Byrnes. How much of that do you anticipate will be made up. 


t differential using the intermediate as 


hat would be made up by interest on the trust fund ? 
Mr. My1 RS. To answer that quest on, | wo ld h ive to go bar k i little 


it here. Going back to the 1950 and 1952 am ndments. as vou v 


‘call, the system was more or less closely in balance accord ng to the 
ntermediate estimate. 


Since 1952, we have prepared ¢ ntirely new cost estimates, usit 7 the 
| 


INo0 census data, and the resulting available experience under the 


#500 and 1952 amendments, and as to certain future assumptions. ta 
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ing the advice of an actuarial advisory committee that was made up of 
four prominent outside actuaries. These new cost estimates, becauss 
of certain assumptions made in the far distant future, showed som« 
what higher costs than the early ones. Therefore, taking those int: 
account, the system, as it now exists, according to intermediate cost 
estimates, is somewhat out of balance. 

Now, in my opinion, that is no immediate cause for alarm becaus‘ 
the assumptions made that produced those differences are largely one 
that are deferred some 50 years off into the future. 

In other words, the present system has been shown, according to 
these new estimates, which may or may not be any more valid than 
the previous ones, to be somewhat out of balance as to the actuaria 
cost estimates for the long-range future. 

The new cost estimates for the bill and for the present act show 
those relationships. And under either of them, there would be in 
the eventual condition a lack of balance of approximately the same 
degree, although somewhat greater for the bill. 

Now, the previous cost estimates, as it might turn out, might b 
just as accurate,.and I do not believe that any immediate change i) 
the long-range tax schedule would be necessary to take into account 
the new cost estimates. 

So that, getting back to your immediate question, if conditions did 
eventuate so that the intermediate cost estimate were correct, and 
the ultimate cost were 9 percent of payroll, the ultimate 7-percent 
tax rate would probably have to be 714 percent, which, along with 

14 percent interest from the fund, would just balance off. 

Mr. Byrnes. So that as an actuary, you do not feel that we ar 
creating a situation which, from the assumptions we can make, is 
going to be out of balance to an extent that it should be of concer 
or any great concern, to us? 

Mr. Myers. I think that is very well put. I think that the cost 
estimates that we make from time to time, roughly, at intervals of 
5 years, should be very carefully looked at, and if they continue to 
show such a deficiency, then perhaps a change in the contribution 
schedule will have to be made. And I believe the committee has rec 
ognized this in the past, in the various committee reports. But at 
the moment, I wouldn’t say that the new cost estimates are absolutely 
right and the old ones were wrong, but rather that there are two 
pictures of the subject, which indicate that there may be some lack 
of balance. 

As the committee has indicated, the cost estimates cannot be precise 
in looking ahead that far in the future. Yet I believe that you should 
look ahead that far in the future when you are developing a program 
that has costs that will definitely be rising for many years to come. 

Mr. Byrnes. I share that concern. And that is why, even though 
it may seem peculiar to be worried about 50 years from now, still, i1 
the case of a system of this kind, once you have it and once it becomes 
a part of your general social and economic picture, a mistake is pretty 
hard to correct. And you may be burdening some future generation 
with some headaches that they won’t be able to survive, unless we are 
pretty cautious in this area. 

Mr. Myers. Yes; that is quite correct. Also I think it is necessary 
to consider long-range costs, because certain changes that you could 
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little cost impact at the 


ike in the program now might have 
The long 


oment and yet have an overwhelming effect later on. 
inge cost estimates would show that up, and as you say, if changes 
were made that had such long-range effects and not much now, it 
would be very difficult if not impossible to move back down later when 
financial difficulties might arise. 

Mr. Byrnes. Thank you. 

The CHAatrMAN. I would just like to say that there is important 
gislation pending in the House. We have just had a quorum call. 
[he committee will adjourn until 10 o’clock Monday morning. 

(Whereupon, at 11:04 a. m., the hearing was adjourned until 10 


a.m., Monday, April 5, 1954.) 
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MONDAY, APRIL 5, 1954 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND Mt 
W eee D. c. 

Lhe committee met at LO a.m... pursuant to recess, 1 the hearing 
oom of the C Oommittee on W LVS and Mo: ; Ho ise Office Bu ld ny, 
Hon. Daniel A. Reed (chairman of the committee) presid ng. 

Mr. JENKINS (presiding ). The committee will come to order 

Mr. Reed cannot be here fol ibout an hour. | believe it will be 
proper for you to proceed with your statements as you were presenting 
them. Does any mem er clesire to comment before we start? \p 
arently not. 

All right, you may proceed. 


. 


STATEMENTS OF NELSON A. ROCKEFELLER, UNDER SECRETARY, 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE; ROS- 
WELL B. PERKINS, ASSISTANT SECRETARY, HEALTH, EDUCA- 
TION, AND WELFARE; ROBERT J. MYERS, CHIEF ACTUARY 
SOCIAL SECURITY ADMINISTRATION; AND ROBERT M. BALL, 
DEPUTY DIRECTOR, BUREAU OF OLD-AGE AND SURVIVORS 


INSURANCE 


Mr. RocKereL_Er. Mr. Perkins still has two charts to show from 
the last session which will complete the presentation of the Depart 
ment’s testimony. So I would like to turn this over to him, if I may, 
to speak briefly to these [Wo eharts. 

Mr. JENKINS. You may proceed, Mr. Perkins. 

Mr. Perkins. Gentlemen, you will recall that on | page D+ of the Se 
retary’s prepared statement she made a reference to H. R. 7200 ane 
stated that althoug rh this was not nder con sides ation at the present 
time, because of the very close relationship between OAST and 
} ublie assistance, she did want to « all attention to the fact that H. R. 
7200 contained a formula which directly related the Federal sharing 
for old-age assistance in the individual States to the number of OAST 
beneficiaries in the respective States. 

The philosophy of that lic assistance matching formula which 
will be diseussed in H. R. 7200 is based upon the facts disclosed by 
these two maps. . 

Here we have a map which shows the number of OAST beneficiaries 
per 1,000 of aged population in June of 1953. In the white color, or 


cream, 40 percent or more of the aged population are receiving OAS] 
benefits. 


1522-54 
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In this br ight ye llow, between 30 and 40 percent of the aged popula 
tion of the State indicated by that color are receiving OAsI benefits 
in this brown color, 20 to 30 percent and in the d: irker brown it 1s 10 
to 20 percent. 

You will note that in the industrial States where OASI has bee: 
in effect the longest, the number of beneficiaries is 400 or more per 
thousand or in excess of 40 percent of the aged population, and 
these States on the west coast there 1s also a high percentage of 
OASI beneficiaries; also in the industrially developed States of Ohio 
Pennsylvania, New York, and Indiana, and so forth. 

Mr. Jenkins. Will you yield a moment? I take it, then, those 
lines are coextensive with the States in every Case and there cannot be 
any overlapping, can there, because it is controlled by Stat 
legislation ? 

Mr. Perkins. No; it is not State legislation. This is just the 
OASI legislation. What we have done is to make the computatiol 
by States, to take the aged population of a given State and count the 
number of OAST beneficiaries in the aged population of that Stat 

Mr. Jenkins. I was following your map there and I could see that 
you have your map coextensive with the States except up in New 
England. Are you identical ? 

Mr. Perkins. No; that is coextensive there. It is so small it is 
hard to see. 

Mr. Jenkins. You do not try to follow the boundaries there? 

Mr. Perkins. Yes: the boundaries are followed. Here is Con 
necticut and Rhode Island. But it is very small. 

Mr. Jenkins. It looked as though you came to the bottom, it 
looked as though you were overlapping on some other State there 

Mr. Coorrr. Let me ask this one question for information: I cai 
readily understand that that is the picture we would expect to b 
presented under OASI. Just for one point of inquiry, those indus 
trial States up in the Northeast, around Michigan, Wisconsin, and 
that section up in there, the light yellow, 1 notice the same situation 
is reflected down there in Florida where ordinarily you would not 
consider Florida as much of an industrial State as those others. 
What explanation do you give for that ¢ 

Mr. Perkins. Well, in addition to such industries as Florida does 
have, it is probably the influx of retired persons. 

Mr. Coorrer. And that would be reflected to some extent on youl 
California situation ? 

Mr. Perkins. Yes, sir. 

Mr. Jenkins. It is true that there are thousands of people in 
Florida who are down there because they can afford to be there. 

Mr. Perkins. Yes, sir. 

Mr. Curtis of Nebraska. What State has the largest percentage of 
its aged population on OASI? 

Mr. Perkins. Rhode Island. I think it is about 45 percent. 

Mr. Curtis of Nebraska. And North Dakota has the smallest ? 

Mr. Perkins. Yes, sir. 

Mr. Curtis of Hy ate: How much is that ? 

Mr. Perkins. 13.3 percent. 

Now, with ale to the old age assistance, you get the reverse 
picture. In the light violet we have indicated those States in which 
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aU perce nt or more of the : aged popul: ition are recelviIng old age © assist 

ance payments, and progressive ‘ly downward into the deeper shades 
of purple. In this deep purple it is less than 10 percent of the aged 
who are receiving old age assistance. You will note that the deep 
purple falls generally, or the darker shades fall generally in the 
industrial States, and that in these agricultural States. particularly 
the southern ones, you have the highest percentage of ol { age assist 

ance, because it is in those States in which the etfect of noncoveragce 
of farmers and farmworkers has shown its greatest effect 

Mr. Kean. What is the island off there? Is that the District of 
Columbia ¢ 

Mr. Perkins. Yes. 

Mr. Curtis of Nebraska. Is that based on the number of recipients? 

Mr. Perkins. This is on the number of recipients. 

Mr. Curtis of Nebraska. But even in industrial States there will be 
a wide variation as to — ar amounts, 1s that not true 

Mr. Perkins. Yes, si 

Mr. Cooper. Mr. C lions I have just one question for informa 
tion there. Again, I can understand the situation in those highly 
industrial States up to the Northeast shown in the darkest purple. 
Yet it appears that that same situation appears down in Virginia, 
does it not ? 

Mr. Perkins. Yes, sir. 

Mr. Cooper. Do you have some explanation as to why Virginia fits 
in exactly as those highly industrial States of the North? 

Mr. Perkins. The only explanation I know is that Virginia has 
traditionally run a very small old age assistance program, and has 
kept. the eligibility requirements very ti ight so that they have had a 
relatively low number of assistance rec ipients for many years. 

Mr. Cooper. In other words, there you have seen a marked effect 
of the State action on the matter ? 

Mr. Perkins. That is right. 

Mr. Jenkins. Will you vive those figures again. those proportions 
there / 

Mr. Perkins. The light purp le shows the States in which 30 per 
cent or more of the aged population is receiving old age assistance, 
and in that category we have the highest in Louisiana with 59 per 
cent and Oklahoma 45 percent, Georgia 39 percent, and so forth. 
Then these go by 10-percent brackets until we get down to the less 
than 10 percent, in which we have New York, with 8 percent of the 
aged receiving old-age assistance, Connecticut 7.9, Virginia 7.3. the 
District of Columbia 4.3. 

Mr. JENKINS. Give us the other two. You have the white one at 
the top. 

Mr. Perkins. This is 20 to 30 percent of the aged receiving old age 
assistanee, and in that category are such States as Missouri with 29 
percent, Washington 27 nercent, Arizona 26 percent, California 26, 
Tennessee 24, Florida 24, Kentucky 22, Nevada 21, ee 20, 
Utah 20, North Carolina 20. And then in this thi ird shade of purple, 
10 to 20 percent of the aged population are receiving old age assistance. 
In that category there are States ranging from South Dakota 

Mr. JENKINS. Do not name them. Wecan see them. That is the 
20-percent bracket ? 





120 SOCIAL SECURITY ACT AMENDMENTS OF 1954 


Mr. Perkins. 10 to 20 percent. 

Mr. Kean. Mr. Chairman ? 

Mr. Jenkins. Mr. Kean. 

Mr. Kean. As the old-age assistance is a matching formula, in 
those States that have a heavy old-age assistance burden, the resi- 
dents of those States have to pay pretty high taxes on account of 
the fact that a large part of their population is not covered by OASI? 

Mr. Perkins. That is true. 

Mr. Kean. That is a little different in your Southern States where 
they pay ge low old-age assistance benefits on account of the formula 
be he suc h tha: at the Fede ral Government pays a very large p roportion 
of the old age assistance, But in the States where tl ey pay a reason 
ably high figure, they are greatly penalized by the fact that the 
farmers are not under © ASI and thus they have to pav a lot hiol e! 
taxes to take care of their older citizens 

Mr. Perkins. That is true. 

The last point I would lke to make is that in H. R. 7200 there is a 
formula which provides for a peduction in Federal percentage share 
of old-age assistance as the number of OASI beneficiaries in a par 
ticular State expands. Take one of the States which now has a low 
numbe Ir of OASI beneficiaries. If Ih. say, Oklahoma, Arkansas, oO! 
Mis sip pi, with coverage extended to farmers, the number of OASI 
be nef aries in those States should VTOW from 1h the nelehborhood oft 
15 percent up to 45 percent, there would be a slow and gradual reduc 
tion in the Federal percentage share of old-age assistance payments, 
so that the old-age assistance matching formula would reflect the 
expansion of OASI. That bears out the philosophy which the Sec- 
retary expressed in her prepared statement to the effect that the 
administration wanted to see a closer relations ship and a greater de- 
gree of emphasis upon the close relationship between OASI and 
old-age assistance, and wanted to see it reflected in the matching 
formula so as to effect a gradual, orderly, and equitable transition from 
this dual system to primarily the single system, if we get universal 
coverage. 

Mr. Mason. Mr. Chairman ? 

Mr. Jenkins. Mr. Mason. 

Mr. Mason. I am interested in Virginia on both maps. On the 
map there to the right, Virginia is in tan or dark brown, which shows 
that her OASI amount is ve ry small, compared to New England 
and so forth. Over on the other map, where you would expect _ 
the old age assistance because of OASL bei Inge sms all would be high, 
also is small. That means that Virginia stands hay as being one of 
the States that cert: ainly screens very close ‘ly its old- age assistance 
program, probably the State that screens it more the an any other State 
in the Union. 

Of course, I do not know whether that is a bad thing or a good 
thing, but I want to call attention to the fact tha: Virvinia is out 
standing. 

Mr. Curtis of Nebraska. Mr. Perkins, it is true, is it not, that in 
some States assistance is run strictly as an assistance program, and 
in other States the philosophy that old-age assistance is a pension 
comes nearer to being realized. Is that not true? 
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Mr. Perkins. Yes; it certainly is true that there is a variation 
of philosophy within the States. 

Mr. Curtis of Nebraska. Yes. Now, New Jersey and Massachu 
setts are about the same size, are they not, populationwise ¢ 

Mr. Perkins. I believe that is correct. 

Mr. CURTIS of Nebraska. And New Jersey has about Zo00 aged 
people on old-age assistance and Massachusetts has nearer a hundred 
thousand: is that correct ? 

Mr. Perkins. I think so. 

Mr. Curtis of Nebraska. And there are several factors t] 
into it in addition to the number of recipients of OASI: is tl 
correct ¢ 

Mr. Perkins. Yes, sir. But the formula that is adopted in 
7200 is designed to take into account that parti ular fac tor whi 
been achieved through the ot her Kec rat program lt qaoes Hot ce 
the factor of the State ph losop! Vy. 

Mr. Rockrrenter. Mr. Chairman, on th: hink it should be 
pointed out, although it 1s obvious. with the in . if OASI covet 
age the States will save very mater! illy In ft 
as you pointed out, Mr. Kean, on the tax side, too, this will bring the 
Federal Government into a participation in those savings. 

Mr. Jenkins. All right, you may proceed 

Mr. Rockxrrener. I believe that completes it. 

Mr. Perkins. Yes, sir; that completes the chart presentation. The 
Secretary wound up with a very brief conclusion on p 
statement. So that completes the direct presentation. 

Mr. Jenkins. I read that vesterday, and I want to compliment her 
on her excellent testimony. It is a very good statement. 

Mr. Perkins. Thank you. 

Mr. Jenkins. Is there anything further? 

Mr. Rockeretier. I do not think we have anything further 
there are questions from the members of the committee. 

Mr. Curtis of Nebraska. I want to ask a few questions 
to extension of coverage for farmers, particularly. 

Mr. Perkins, you had a chart that appears in the Secretar 
ment following page 17. Referring to that chart, it shows that you 
have a different situation as to Government programs for the aged in 
the farm counties and in the nonfarm counties. Of course we under 
stand that farmers have not been under OASI throughout the past 
years. But as of the present time that chart indicates, if I under 
stand it correctly, that 31 percent of the aged in the farm count 
recipients of old-age assistance ? 

Mr. Perkins. That is correct. 

Mr. Curtis of Nebraska. And only 13 
OAST? ; 

Mr. Perkins. Yes, sir. 

Mr. Cr RTIS of Nebraska. While in the nonfarm counties you have 
somewhat the reverse, that 17 percent of their aged people are on old 
age assistance and 36 percent of their aged are recipients of OASLI. 

Mr. Perkins. That is right. 

Mr. Curtis of Nebraska. Did you have a definition of a farm county 


and a nonfarm county’ I have no quarrel with what seems to be 


he l ltl e Therefore. 


ive Db of her 


‘ 
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here, but I wondered if you did have one. I wanted to know what 
it was, if you did have one. 

Mr. Perkins. Yes, sir. For the purpose of this chart, all the 
counties in the country were divided into 2 groups, those who have 
‘AO percent or more of their total popul: ition living on farms and those 
that have less than 50 percent of their population living on farms. 

Mr. Curtis of Nebraska. Of course in both groups you will find 
some counties that are just a hundred percent city population, and of 
course you will find some counties that are just a hundred percent farm 
population. Or practically so, I suppose. 

Mr. Perkins. I suppose that is true. 

Mr. Curtis of Sabees ka. In reference to the farm counties, does 
not follow that the producing people there, — taxpayers, have a 
heavier load in State and local taxes to pay in addition to their pro 
portionate share of the Federal taxes to nl old-: we assistance, 
by reason of thi tuation at the present? Is that not true ¢ 

Mr. Perkins. I would suppose that is probably true; yes. 

Mr. Curtis of Nebraska. I mean for this specific item of Gover: 
ment ¢ 

Mr. Perkins. Yes. 

Mr. Curris of Nebraska. Naturally it would cost more to keep 31 
percent of the aged on old-age assistance than it would to keep 17 per 
cent. How much tax under the Reed bill will a farmer have to pay, 

ssuming that he pays the maximum? How much in dollars would 
it be? 

Mr. Perkins. Would that be including the $4.200 wage base # 

Mr. Curtis of Nebraska. Yes, under the bill as written. 

Mr. Perkins. It would be $126. 

Mr. Curtis of Nebraska. He would pay $126 a year? 

Mr. Perktns. Yes, at the present rates. 

Mr. Curtts, of Nebraslxa. Vie pays that after deducting his business 
expenses in determining his hase, but, of course not his personal and 
family exemptions. That is the general rule; is it not? 

Mr. Perkins. That is true. 

Mr. Curtis of Nebraska. So the farmer, whether he is young or 
whether he is old or whether he is middle-aged, if he is reasonably suc- 
cessful in farming, he will go into social security, costing him $126 a 
year. When this system was applied first to the industrial workers, 
what was the maximum that they paid per year if they did pay the 
maximum ¢ 

Mr. Perkins. That was 1 percent. It was $30 for employees. 

Mr. Curtis of Nebraska. So while they built up their eligibility it 
could not have cost them more than $30 a year for the maximum 
coverage: is that correct ? 

Mr. Perks. Yes, that is correct. Of course, the self-employed 
farmers were not originally covered at the outset, and the $30 figure I 
gave you was for an industrial worker 

Mr. Curris of Nebraska. I understand that, and I understand how 
the problem arrived. But I am just looking at it here. Now we put 
this farmer under OAST and he pays $126, assuming he is paying the 
maximum. That will make very little immediate "difference on his 
local old-age-assistance cost, but it will take a little time; will it not? 





SOCIAL SECURITY ACT AMENDMENTS OF 1954 123 


Mr. Perkins. That is generally true; yes, sir. It takes a couple of 
vears at least to be reflected substantially. 

Mr. CURTIS of Ne bri iska ° In: a coup le of years you might h: ive some 
farmers who are not retired who became eligible, but if they are al- 
ready retired and on old-age assistance it will not absorb that roll; 
will it? 

Mr. Perkins. No, sir. 

Mr. Curtis of Nebraska. The original act went into effect. fi 
purposes on January 1, 1937; did it not ¢ 
~ Mr. Perkins. Yes, sir. 

Mr. CURTIS of Nebraska. When were beneltit 


a} ERKINS. In 1940. 

‘URTIS of Nebraska. Do any of you h ive the figure there ‘ 
how ae beneficiaries you had per contr! butors in the OASI ystem 
in 1940? 

Mr. Perkins. It is estimated that there were ibout 400.0 
ficiaries in the year 1940 and that there were about 30 million con 
tributors at that time. 

Mr. Jenkins. What were those figures again? 

Mr. Perkins. 400,000 beneficiaries in the first year of payment, 
1940, as opposed to about 30 million contributors at that time. 

Mr. Curtis of Nebraska. Is that about 70 to 1? 

Mr. Perkins. Yes; that is right. 

Mr. Curtis of Nebraska. The taxes were levied on our industrial 
workers beginning in 1937. Five years later, in 1942, how many 
contributors to the system, or taxpayers, did you have for each 
beneficiary ? 

Mr. Perkins. It will take us a minute to get that figure, sir. I am 
afraid we will have to supply it. 

One estimate has been made that it would be around the ratio of 50 
contributors to each beneficiary in that year. 

Mr. Curtis of Nebraska. Five years later? 

Mr. Perrys. That is just a rough estimate. We would like to 
supply more detailed figures. 

(The data requested by Representative Curtis of Nebraska, are as 
follows:) 


a. 7 
0) 


vene 


Contributors 4th quarter of 1942 36, 656, 000 
seneficiaries on the rolls December 1942 (in force) 691, ¢ 17 
Ratio of contributors to beneficiaries 53 to 1 

Mr. Curtis of Nebraska. If that is correct, 5 years after it was on 
you had 50 taxpayers for each beneficiary, in an area where OASI 
was covered. Now if we transplant that same experience to a county 
or State that is practically all agriculture, we perhaps can expect a 
similar result at the end of 5 years. 

Digressing from that just a little bit and coming back to your chart, 
if this successful farmer goes in and pays $126 a year taxes, his tax 
money, because the trust fund is a continuing revolving thing, the 
money coming into the Treasury and then going to the trust fund and 
so on, he is going to contribute from the start to the payment of the 
benefits of the industrial wor kers ; is that not correct ? 

Mr. Perkins. Well, it is correct only in the sense that everybody’s 
taxes go to the support of the entire system. 
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Mr. Curtis of Nebraska. And it is also true, is it not, that by and 
large your benefits are paid by collecting taxes from the working 
population? Is that correct ? 

Mr. Perkins. Well, since the only source of revenue is from the 
wor king population and the employers. 

Mr. Curtis of Nebraska. In other words, we have not pretended to 
set up a system here where the individual paid for his own benefits, 
have we? 

Mr. Perkins. At present contribution age workers who are unde) 
the system for a working lifetime will, as a group, receive just about 
the value of what they and their mmiene rs put in. 

Mr. Curtis of Nebraska. How long a time? 

Mr. Perkins. When the system has matured, and over the average 
working lifetime. 

Mr. Curtis of Nebraska. Yes; but the individual who, say, retired 
in 1953, what is the maximum that he could have paid as an employee, 
if he started to pay from 1937 ? 

Mr. Perkins. We will have to figure that one out, sir. I think it is 
around $600. 

Mr. Batu. About S600. 

Mr. Curtis of Nebraska. And so a beneficiary that went on the 
rolls. an industrial worker, in 1937, retired in 1953, could not have 
paid in more than about $600. If that person has a spouse who is also 
65, and they were in for the maximum all during those years, what is 
the total expected value of their benefit? If I recall correctly, they 
would get $127.50 a month. 

Mr. Perkins. That is correct. 

Mr. Curtis of Nebraska. And for the purposes of a nationwide 
social program, we would estimate the man has a life expectancy of 
about 12 vears and the wife of about 14 years. Is that not correct ? 

Mr. Perkins. I believe that is correct. 

Mr. Curtis of Nebraska. For the two of them, would it not. come 
close to $18,000 ? 

Mr. Perkins. A little less than that. 

Mr. Curtis of Nebraska. A little less than that ? 

Mr. Perkins. Probably. 

Mr. Curtis of Nebraska. That $600 handled by the trust fund, of 
course, could not grow at anything like that. 

Mr. Perkins. That is correct. 

Mr. Curtis. Understand, I have no objection to the working popu 
lation doing justice to our aged population. But the point is to pay 
a seventeen or eighteen thousand dollar benefit from a $600 payment 
means that current taxpayers have to pay that difference, which varies, 
probab hy from 95 percent of the cost of it. m: avbe to 97 or 98 percent. 

If we put farmers in and a successful farmer has to start paying $126 
a year, he is going to be paying a considerable sum to support a system 
that the industrial workers have already acquired certain seniority 
positions in. How much would this farmer have to pay if we did not 
raise the wage base to $4,200? 

Mr. Perxrns. $108. 

Mr. Curtis of Nebraska. It seems to me a serious question, whether 
or not we can justify the self-employed paying 50 percent more tax 
to support a program to take care of other aged than employees. What 
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would it cost the farmer at the maximum if the 
but he paid the same as an industrial employee paid ¢ 

Mr. Perkins. $84. 

Mr. Curtis of Nebraska. And what would it cost the farm 
paid the maximum and we left the wage base at $3,600 and we charg: 
him at the same rate an industrial employee pays ¢ 

Mr. Perkins. S72. 

Mr. Curtis of Nebraska. Now I want to turn my attention 
little bit to the benefit to be paid on this farmer situation. 

Mr. Ky iN. Will vou yield a moment ? 

Mr. Curtis of Nebraska. Go ahead. 

Mr. Kean. With reference to the Origin: | statement m: 
Curtis about only S30 being’ paid, of course ‘eal V pov 1 paid bee 
ot only the employee pays but the employer also pays. At that ti 
when those low payments were made, | believe MWiaX1 im benefits we 
only about $45. Today maximum benefits, under this bill, would 
$108.50. So though the farmer is paying $126 he is gett 


r about 


‘ 
? 


»~ mad 
e made 


twice the amount in benefits. Including the payments that 
for him, it was $60, and today it is S196, and the maximum benefits 
then were about $40 and today it is $108.50. L wanted to make that 
clear. 

Mr. Curtis of Nebraska. The employers’ tax 
marked for any particular employee; is that not correct? 

Mr. Perkins. For his ultimate benefit do you mean ¢ 

Mr. Curtis of Nebraska. No; I mean in the law the employers’ tax 
is not credited for or earmarked for any particular employee; is that 
correct ¢ 

Mr. Perxins. That is right. It is not credited to his wage account. 

Mr. Curtis of Nebraska. I do not think we need to get in the realm 
of theory when we contend that the employers’ tax certainly is passed 
on; is it not, to the consumer ? 

Mr. Perkins. That is an extremely complicated question. 

Mr. Curtis of Nebraska. I think it is complicated as to the em- 
ployees’ tax, but certainly not to the employers’. The employers have 
to pass their taxes on or ultimately go out of business, I think. 

Mr. Perkins. I honestly would hesitate to try to trace the economic 
effects. 

Mr. Curtis of Nebraska. I will put it this way. If it is passed on, 
it is passed on to covered and uncovered people, alike, i it not? 

Mr. Perkins. Yes; it is passed on the consumer in higher prices, 
or to the wage earners in lower wages, or in some cire sania es, the 
tax may result in lower profits. 

Mr. Curtis of Nebraska. Now, as a matter of fact, there is nothing 
in the law, so far as beneficiaries at the present time are concerned, 
that they have to pay any tax any time to get a benefit under OAST; 
isn’t that correct? 

Mr. PerKIns. Well, in the sense, do you mean, that the taxing title 
is separate from the benefit title? 

Mr. Curtis of Nebraska. It is not only separate, but there is noth- 
ing in the law that says benefits shall not be paid until the tax is paid; 
isn’t that correct? 

Mr. Perxiys. There is no specific provision in the law to that effect 

Mr. Curtis of Nebraska. And, as a matter of fact, it does not oper 
ate that way either; does it? 
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Mr. Perxins. No. 

Mr. Curtis of Nebraska. If an aged person would come in and prove 
that he worked in covered employment for a period sufficient to give 
him a benefit, and by reason of bankruptcy or absconding of his 
employer or anything else it was learned that his employer never 
had paid a tax, either for the employee or for the employer, he would 
still get his benefit: wouldn't he? 

Mr. Perkins. I suppose that is true; yes, sir. 

Mr. Curvis of Nebraska. It is true; is it not ¢ 

Mr. Perkins. Yes, sir. 

Mr. Curtis of Nebraska. Now, take a farmer getting along up in 
vears who is told that social security has been exte nded to the farme rs, 
and if he can carry on for 2 or 5 more years he will be entitled to a 
enefit. The industrial aie vr, all he has to do under those condi 
tions is to work in covered employment at an agreed wage, and he 
will get his benefit. But we are imposing one more thing on the 

armer, P ne understand, I am not critical of any individuals. 
We are wrestling here with a system that was originally fitted to a 

ittern of limited coverage for industry. But the farmer, if he works 
in agriculture as a self-employed person and he faces 2, 3, 4, or 5 
vears of total crop failure, and has no gross income, although he has 
worked from sunup to sundown, he cannot qualify, assuming he has 
no other years, for an OASI benefit; is that not correct, under the 
proposed bill? 

Mr. Perkins. Well, if he has no income at all, that is correct. 

Mr. Curtis of Nebraska. Yes. In other words, he not only has to 
work in a covered occupation, but he has to make an income. 

Mr. Rockeretier. Might I say a word on that, Mr. Curtis? 

Mr. Curtis of Nebraska. Yes. 

Mr. Rockere.ier. It seems to me this is a very helpful diseussion 
because it is bringing out these points very clearly, but for a com- 
parison, would it not be fairer to take the self-employed in industry 
and compare them to the self-employed in agriculture and then take 
the farmworker and compare him to an industrial worker in a com- 
pany, who is paid a salary or wage / 

Mr. Curtis of Nebraska. Yes. I think that is true. 

Mr. RockeretiErR. We are comparing here self-employed farmers 
with industrial workers who are in a big corporation and who are 
getting wages, and the comparison isn’t quite fair, I think. 

Mr. Curtis of Nebraska. I think the points I have raised in refer 
ence to agriculture apply to all self-employed. 

Mr. Rocxerenter. I think we should treat this as all self-employed 
and all wage earners. 

Mr. Curtis of Nebraska. I think it is more marked with agriculture 
because he has to wrestle with the elements. The floods, the droughts, 
the grasshoppers, the hailstorms, the market conditions, and so many 
other things. I think the law in itself creates the same situation for 
any self-employed person as it does for the farmer but to a lesser de- 
gree. I believe that if the Congress is going to extend that base to 
$4.200, they should give serious consideration, reconsideration, as to 
the amount of tax that self- employed people pay. It not only makes 
social sec urity rather expensive for the self-employed, but it may have 
something to do with creating a trend in the country for more and 


} 
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more corporate enterprises and less and less incentive for people to 
engage in small and independent enterprises. 

Mr. Rockere.uter. Mr. Curtis, might I comment on that ? 

Mr. Curtis of Nebraska. Yes. 

Mr. Rockeretier. | a the Secretary has shared your concern 
about the difficulty that the farmer is up against in connection with 
the drought or as you sity, pests, and so forth. and the hazard he has. 
That would be true also in industrial areas where men are self 
employed in a small industry. They have some pretty tough going, 
too. 

Mr. Curtis of Nebraska. I think that is correct, with this exception 
In 1950, up until that time the Congress had held to the theor} tha 
you had to be under OASI a long time, relatively speaking a lor 
time, to get a benefit under OASI. But in 1950 they changed all o 
that and they said that a man that is already old can pay a token 
payment of as little as six quarters and qualify not for a minimum 
benefit but for a regular benefit. The figures show that those short 

} 


) 


termers are getting more benefits than the » long termers. | have no 


criticism of that being done. It took care of som« very worthy 

It moved in the direction of making the system more realist Cc 

you could see what it cost. But we are voing to nave to say to farmers 
that are moving up the ladder in age quite a little, “If you are going 
to hold on for 2 or 3 years to qualify for a a ne fit, you will have to 
hold on and produce income,” which condition may be beyond his 
control. 

That is true of any y self-emp loved person, but, as I say, the farmer 
deals with certain hazards. The extension of OAST to farmers will 
have very little effect on the old age assistance load that the farmers 
carry as local taxpayers and as taxpayers in their State, and as Fed 
eral taxpayers. Five vears from now it will have a little bit more. 
But just as all of these charts have shown, that it has taken time to 
eliminate OAA even in the industrial States, the farmer, if he comes 
under OASI now cannot reasonably expect any immediate relief i 
the next 4 or 5 years of any consequence in his burden in supporting 
old-age assistance locally or nationally, either. Dollar for dollar 
is going to pay four times as much as the industrial worker paid w! 
he started. 

In that connection, for some of those industi ial workers who 
old when the system started and they retired, say in 1940 o1 
with a benefit based upon their wage record, when was the first 
version table that gave them a raise after Say L942 ¢ It was 
was it not ? 

Mr. Perkins. Yes, sir. 

Mr. Rockereiier. Mr. Curtis, might I comment on that ’ 

You covered quite a lot of ground there. I wonder whetlhe 
comment on a couple of the points as you went along, o1 
rather I wait ? 

Mr. Curtis of Nebraska. Yes, vo ahead 

Mr. Rockeretterk. One point you made was that this ta 
perhaps discourage private initiative in the establishment mall, 
private enterprises or individual private enterprises as distinct from 
ane oe peers rere 


Mr. Curtis of Nebraska. Which tax ? 
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Mr. Rockerenier. This is the social-security tax. 

Mr. Curtis of Nebraska. No, I raised the question as to the extra 
rate of 50 percent on the self-employed. 

Mr. Rocxerriier. Yes. But what I was thinking was that 
more—— 

Mr. Curtis of Nebraska. Who gets more? 

Mr. RocKEFELLI r. The individual when he reaches the age of 65. 

Mr. Curtis of Nebraska. Yes, but in the meantime he is going to 
have to pay his proportionate share to pay these increased benefits 
to the peop le alre: ady on the rolls and they, by ind laree, live mostly 
in the cities. 

Mr. Rockeretier. When the extension of coverage takes place, if 


it cle eS, if Con GeTress sees fit to increase the coverage, then you w il] have 


a situation that will be even the country over, ac ording to the per- 


centage in the population in the area that is under the OAST. 

Mr. ("URTIS of Nebraska. Just a minute. When OAST coverage 
is extended, you are not going to have much of a change in that map 
showing the disparity between farm and nonfarm counties for 2, 3, 
for 5 vears. Certainly your statement that vou would have the same 
situation over the country is not correct. The rural areas still will 
have to support most of their aged on age assistance, is that 
correct ? 

Mr. Roekeretier. A decreasing proportion. 

Mr. (C‘UrTIs of Nel v's ask: ; Decreasing. ves. But it seems to me that 
under the proposed bill in ehiithin to the higher wage base affecting 
the self-employed adversely, he has already in the law the extra 50 
percent, plus the faet that his burden will still continue both as a Fed 
eral and local taxpayer in oe old-age assistance and then his 
burdens will stay almost as high as they are now, perhaps. If we pass 
this bill, I do not know what ssaatiene body will do with matching 
formulas and title 1. But his load as a local and State taxpayer 
isn’t going to be lessened any great amount for several years. But 
in the meantime he will have overtaken a lot of these other people in 
the total amount of dollars he has paid into the OAST system. 

Mr. Rockereitier. Under this present system, speaking of the 
group in the rural area carrying the extra tf: axload as you pointed out 
to pay for the public-assistance cost, only 31 percent of those people 
are going to mt any benefits from the tax they paid initially, because 
31 percent of the aged are rec ipients of public assistance. The other 
group, 69 percent, will be getting nothing out of it. Under this 
proposal, if the coverage is extended they pay, but all of them get 
protection for their old age. 

Mr. Curtts of Nebraska. We are talking about the people shown 
in this chart, who are aged people. 

Now, extending the tax to producing farmers that make income, 
not just that work in agriculture—that is a very realistic group—69 
percent of those people, some of them may come in under a new start 
but most of them will not—— 

Mr. Rockereiirr. Ultimately benefits will be available to all. 

Mr. Curtis of Nebraska. Do you mean as the present aged die off? 

Mr. Rockeretirr. Or as they come in themselves into the 65-or- 
over bracket. 
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Mr. Curtis of Nebraska. I personally feel very strongly that you 
cannot have a Federal system and have it operate properly without 
universal coverage. But, of course, that is all water over the dam. 
In the proposal to extend the tax universally, I am quite disturbed 
over the fact that the self-employed are going to pay $126 a year 
which by and large will be used to pay increased benefits to people 
already in the system. They will still have their local and State bur- 
dens to support old-age assistance, and they will still pay their share 
of Federal tax as well as State and local taxes to s upport it. 

Now, in reference to these benefits, I started to inquire of you a bit 
ago- 

Mr. Rockrretier. Could Mr. Perkins speak on that point ? 

Mr. Curtis of Nebraska. Surely. 

Mr. Perkins. On the question of whether or not it is fair to say 
that the farmers’ taxes would be going to industrial areas, it seems 
to me that is conceptualizing a flow of income that cannot possibly 
be traced ; and one could just as well say, it seems to me, that there are 
ample industrial taxes to take care of the increased benefits for the 
industrial workers, and that the farmers’ taxes were being put uae 
the trust fund. I do not argue for that conception any more than 
yours, but I do think that it is, as I say, a vast pool of income and a 
vast pool of outgo. 

Mr. Curtis of Nebraska. I agree that the young farmer, like the 
young worker, is paying his money into the fund and to the greatest 
extent his money will have to be used to pay the benefits of people 
now on OASI beneficiary rolls and those who will come there cur 
rently year by year. 

Mr. Rockeretter. Also, Mr. Curtis, the farmer who reaches 65 after 
he has been in the system long enough is going to get the full benefits 
after having paid for whatever the period is. So one could say that 
the farmer by coming into this setup would be the beneficiary of a 
good deal of money paid in by the industrial worker. You could 
make a case for the other side almost the same as you are making it 
for the farmers. 

Mr. Curtis of Nebraska. Could you! 

Mr. Rockretter. I think you can, sir. It is just like the new-start 
provision was criticized by some because they said they had not paid 
in long enough and therefore they were getting the benefits from 
those who had already paid in. You can Say that about the farmers 
who would be covered. 

Mr. Cr RTIS of Nebraska. There is a lot of misconception that people 
buy and pay for their own social security. That is natural. They 
have a lot of taxes taken out of their paycheck and other deductions 
and they do not stop to figure up that no one could have paid for 
more than about + percent of their benefit, who are retiring now, if 
they paid the maximum. But speaking of these people that are 
already on the beneficiary rolls, let’s take the case of an individual who 
retired, say in 1942, after paying for 5 years. He could not have paid 
more than $150. What was his benefit in 1942? 

Mr. Perkins. About $40.80 a month. 

Mr. Curtis of Nebraska. About $40.80 a month? 

Mr. Perkins. Yes. 
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Mr. Curtis of Nebraska. How much for his wife, who is living? 

Mr. Perxtns. It is one-half. 

Mr. Curtis of Nebraska. About $20.40. 

Mr. Perxrns. It would be a total—it is nearer $42 and $21, making 
a total of $63. 

Mr. Curtis of Nebraska. In the 1950 act we gave him an additional 
benefit on top of that, did we not? 

Mr. Perkins. Under the conversion table, do you mean? 

Mr. Curtis of Nebraska. Yes. 

Mr. Perkins. Yes. 

Mr. Curris of Nebraska. What did you say the total was for the 
two of them ? 

Mr. Perkins. $63. 

Mr. Curtis of Nebraska. So the individual who went into the system 
in 1937 paid for 5 years, retired, and his wife was living, got $63. 
Now, in 1950 how much did we raise that $63 to? 

Mr. Batu. $68.50 forthe man himself. It would be $102.80 for both. 

Mr. Curtis of Nebraska. I heg your pardon 4 $102.75 ¢ Is that 
correct 4 

Mr. Baux. $102.80. The benefit is rounded upward to the nearest 
10 cents. 

Mr. Curtis of Nebraska. Where the two of them had a benefit of $63 
based upon his wage record and for which he paid 5 years’ taxes, when 
we raised that so that the two of them got $102.80, was any additional 
tax paid by anyone as a prerequisite of that increase ? 

Mr. Perkins. No, sir. 

Mr. Curtis of Nebraska. No additional work record was assembled, 
was there? 

Mr. Perkins. No, sir. 

Mr. Curtis of Nebraska. Those benefits that we gave in the act of 
1950 for which there was no additional tax paid or no additional work 
record required, what is estimated as the total aggregate cost of the 
conversion table of the 1950 act ? 

Mr. Myers. $5.46 billion. 

Mr. Curtis of Nebraska. Now following on the case of this individ 
ual and his wife who became eligible to draw $63 in 1942, and then 
we gave them an additional benefit in 1950 so they had a combined 
benefit of $102.80, how much of an additional benefit did we give him 
in the act of 1952? 

Mr. Myers. Mr. Curtis, in regard to that man who drew $42 in 
1942, I would like to correct the figure which we just gave you. For 
the 1950 amendment, that man would draw $65.80, plus 50 percent 
for his wife. which would have given him a total of $98.70. instead 
of the $102.80 figure previously quoted. Under the 1952 amendments, 
the man would be increased from $65.80 to $74.10, and adding to that 
50 percent for his wife would give a total of $111.20. 

Mr. Curtis of Nebraska. In other words, the i~div' tual that I 
started speaking of, who has paid for 5 years, back there in 1937, at 
the beginning of 1937, retired in 1942, we gave him additional benefits 
in 1950, and in 1952 we put another benefit on top of that and brought 
the total for the husband and wife up to what—$111? 

Mr. Myers. $111.20, Mr. Curtis. 
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Mr. Curtis of Nebraska. Now, was there any additional tax paid 
or any additional work record assembled o1 required to raise that 
benefit from $98 to $111? 

Mr. Perkins. No, sir. 

Mr. Curtis of Nebraska. In the bill before us, what does the con 
version table do for that man and his wife, assuming they are still 
living ¢ 

Mr. Myers. Under the conversion table in the bill the man would 
be increased to $83.90, which further increased by 50 percent for his 
wife would bring a total of $125.90. 

Mr. Curtis of Nebraska. What was the total aggregate estimated 
cost of these benefits for which no additional tax was paid and no 
work record required for those already retired under the 1952 act ¢ 
In other words, the conversion table. 

Mr. Myers. $2.53 billion. 

Mr. Curtis of Nebraska. What is the estimated cost of the conve! 
sion table in the Reed bill before us 2 

Mr. Myers. About $3.8 billion. 

Mr. Curtis of Nebraska. There have been a few other instances 
where we have made people beneficiaries of OASLI benefits where 
there has been ho tax paid, ho work record assembled or required. We 
heard a lot about the Gerhart amendment of some years ago and 
then the Congress later on changed it. The situation there, Mr. Ball, 
was a question of whether people were employees or independent con 
tractors, Was it not / 

Mr. Batu. Yes, Mr. Curtis. 

Mr. Curtis of Nebraska. What was the ultimate treatment atlorded 
those people ¢ 

Mr. BALL. The Congress decided to make the common law the test 
of employee-employer relationship for social security purposes, so 
that some of those individuals lost coverage that they previously had. 

Mr. Curtts of Nebraska. What ultimately did the ¢ ‘ongress do? 

Mr. Bau. Some of those same people were defined as employees, 
statutory employees, for the purposes of social secu ity. Others were 
covered as self-employed persons. 

Mr. CurtTIs ot Nebraska. Now, if they were already aged and 
retired by the time the Congress took the final act ion, were t hey assesse 
any taxes retroactively ¢ 

Mr. Batu. No, I believe not, Mr. Curtis. 

Mr. Curris of Nebraska. They just proved their work record and 
qualified for benefits; is that correct ¢ 

Mr. Batu. Yes, Mr. Curtis. There is a certain group for which that 
was true. 

Mr. Curtis of Nebraska. Then of course in reference to the coverage 
of people in the Armed Forces, there we assumed the same work record 
for all of them, did we not ? 

Mr. Batu. Yes, $160 a month for the period of their military service. 

Mr. Curtis of Nebraska. And then though there were some people 
that entered the armed services with a very low work record, if they 
were covered and others with a very high one, we leveled it off at $160: 
is that right? 


Mr. Batu. Yes, Mr. Curtis. 
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Mr. Curtis of Nebraska. Yes. That has been extended long enough 
SO that there are some people, perhaps career people in the Armed 
Forces, who have acquired fully insured status ¢ 

Mr. Baui. Of course that provision, Mr. Curtis, does not apply 
you are eligible for- 

Mr. Curtis of Nebraska. They cannot use the same coverage some 
p place e slse, yes. 

Mr. Batu. That is right. But there has been a long enough time 
for people to have attained insured status. 

Mr. Curtis of Nebraska. I think the veterans are in a different cate 
gory. ‘That is all, Mr. Chairman. 

Mr. Baty. Mr. Curtis, I wonder if I could comment on 1 or 2 
points that have come up in the course of this discussion. One con- 
cerns the fact that both your bill and the administration’s bill provide 
on an optional basis for a gross income approach to the crediting 
of earnings of farm operators. The point that was being made was 
about a farmer who did not havea ‘anal year. Although it is true that 
if he has absolutely nothing to sell he could get noc redit, nevertheless 
he could obtain earnings credits if he had a crop resulting in a gross 
income of at least $800, even though he made no net profit whatsoe ver, 
That is a provision in this new proposal. 

Mr. Curtis of Nebraska. I am aware that the farmer who may be 
in the system for a long time, that this dropout period will be helpful. 
But on the other hand, it is not unusual in a farming area, through 
hail or drought ol something else, for the income to be Zero, the 
ross income to be zero. 

Mr. Batu. Yes. 

Mr. Curtis of Nebraska. And with the bill as written. the Reed 
bill. where there is no provsion for everybody vetting the minimum. 
a minimum benefit, you could not say to a farmer who has reached 
65 or beyond, “If you can hold onto farming for a couple more years 
you can qualify for a benefit.” He has to hold onto farming and 
have an income, and that applies to all of them. My bill would give 
him a benefit of at least $45 per month. 

Mr. Batu. He must have a gross income of at least S800. There 
was one other point that I wanted to keep straight, and that was 
that the original Social Security Act back in 1937 also had this type 
of liberal eligibility requirement that was put into effect again in 
1950. You remember at the very beginning in order to be eligible 
for benefits you had to have only one-half the quarters from 1937, 
with a minimum of 6. 

Really what was done in 1950 was to put into effect again for the 
newly covered group the same on that had been been in effect 
for those ne ‘wly covered at the beginning of the law. I was merely 
commenting on the idea that that was new in 1950. 

Mr. Curtis of Nebraska. It was new in this regard: That the system 
had gone along for a certain length of time, and you extended a new 
start to somebody else. 

Mr. Batu. I should have said the 1939 act. 

Mr. Curtis of Nebraska. In that connection, by reason of the 1950 
act, you did not have to go to work in a newly covered occupation, 
did you? 

Mr. Bat. No, that is correct. The new start applied to everyone. 
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Mr. Curtis of Nebraska. An aged person could go to work in ai 
occupation that has been covered from the beginning and get the 
benefit of the new start. 

Mr. Batu. Yes, sir. One final comment was that I just wanted to 
make sure that everyone understood that farm Operators as a group, 
paying 11% times the employee rate, would nevertheless receive pro 
tection equivalent to what they were paying; that actually if you 
look at it as being their payment for themselves, that as a group the 
farm operators would receive in terms of benefits what they paid 
in over their lifetime in the system. 

The Cuamman. Mr. Cooper will inquire. 

Mr. Cooper. I would like to inquire for information with respect 
to some of the questions asked by my good friend, Mr. Curtis. First 
it should be borne in mind, should j it not, th: self employed 

eally thee mp lover and the emp lovee both ¢ 

Mr. Perkins. That is correct. 

Mr. Coorrer. He does not have any employer to make a contribution, 
and he does not have any employee to make a contribution. The self 
emp loved oce uples the rel: itionship of both employer and emp lovee. 
The system Was provided that the self emp loved should make a con 
tribution equal to 114 times the contribution made by either the 
employer or employee. 

Mr. Rockere.ter. He can get wages plus the profits of the undet 
taking. 

Mr. Coorer. Now, with respect to the question asked by Mr. Curtis 
as to the ratio of beneficiaries to contributors. the fact that contribu- 
tors outnumbered beneficiaries in the beginning of the program was 
not unexpected, was it? 

Mr. Rockere.uer. It was not. 

Mr. Coorrer. That results from the fact that the system was new? 

Mr. Rockeretuter. Correct. 

Mr. Cooper. And any time you start a system of tl S type, you « ould 
not expect any other situation to exist, could you / 

Mr. RocKEFELLER. Not as this one was set up. 

Mr. Coorer. The same is true as to benefits compared to contribu 
tions in the beginning, is it not ? 

Mr. RocKre.uer. Correct. 

Mr. Coorrer. And this is the Way a sound social-insurance system 
should work, is that true? 

Mr. Rockere..er. With the evolution and improvements that have 
been made from time to time by the Congress. 

Mr. Coorrr. This is the way Congress knowingly established the 
system at the time, is it not? 

Mr. RocKerE._Er. I presume. 

Mr. Cooper. Concerning Mr. Curtis’ statement that an employer's 
contribution is not earmarked for a particular employee, it is true, 
is it not, that all contributions are earmarked in the sense that they 
go in a trust fund to pay benefits and costs of administration of the 
program and the fund cannot be used for any other purpose, is that 
correct ¢ 

Mr. RocKere.uer. That is correct. 

Mr. Coorer. Now with respect to the statement that it is not required 
in the Jaw that an employee must pay taxes (or an employer) in order 

45622—54—-10 
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to get benefits, it is an exceptional and unusual ease where this would 
be true in actuality, is it not! ¢ 

Mr. RocKereE.uer. Yes, s 

Mr. Cooper. Now with mo to the statement that workers and 
self-employed must pay more taxes now than were paid in the begin 
ning of the program, he stands to get larger benefits than was true 
earlier, does he not # 

Mr. RocKereLier. He does. 

Mr. Coorrr. And his survivors also stand to get more, do they not? 

Mr. Rockeretter. Yes; they do. 

Mr. Coorrer. As a matter of fact, survivors’ benefits were not added 
until the 1959 amendments, were they / 

Mr. RockeretLer. They were not. 

Mr. Cooper. | got the impression that one of the quections indicates 
that Mr. Curtis might possibly favor blanketing in all the present aged 
people. Is that the position that the administration is taking on this? 

Mr. Rockere..Ler. No: it is not. But Mr. Perkins might care to 
speak on that. 

~ Mr. Cooper. I would like to have Mr. Perkins’ views. 

Mr. Perkins. Do you mean you woul l like to have a discussion of 
blanketing in as such? 

Mr. Coorer. I got the impression that that might be implied in one 
of the questions. I would like to hear you on that point. 

Mr. Perkrns. The Reed bill does not provide for blanketing in 
The Secretary made in her initial statement a statement to the effect 
that the Department had undertaken a very thorough review of the 
social-security laws. That did include, as one of the top items, the 
general question of blanketing in. 

The Secretary is most concerned with the security of the present 
aged population, but after studying many types of plans and pro 
posals for blanketing in, it was her conclusion that it could not be 
done without creating serious inequities and grave dangers for the 
OQAST system itself. I might just run over some of her reasoning. 

In the first place, she was concerned with the question of how 
you pay for it. Blanketing in, as you are aware, involves very high 
cost. Over the first 25 vears the aggregate cost would range from 
about $12 billion for a $25-a-month blanketing in plan in respect 
to only the current noninsured retired aged, to about $43 billion 
for a $45-a-month blanketing in plan in respect to both noninsured 
aged and orphan children and their mothers, including those arising 
n the future as well as the current _— Those i eg would 
be paid to noncontributors. If the benefits were fixed : S45. and 
the plan applied to future cases as well as the sasmaths existing 
noninsured, the OAST system would run at a deficit over most of 
the first 25 years under the present tax schedule in the sense that 
the trust fund would generally be slowly decreasing. We would, 
in effect, have to pay this all out of the contributions of others unless 
another form of taxation were devised. It would, to the extent of 
the amounts I have indicated, result in depletion of the trust fund 

Also, with respect to the problem of paving for blanketing in, the 
Secretary felt we must keep in mind that this would, in effect, be 
shifting old-age assistanee costs from so-called progressive ineome 
taxes to what has been sometimes characterized as a regressive ot 
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Hat type of taxation, the payroll tax, which provides no exemptions. 

She questioned whether it was fair to the low-income taxpayer to 
make this shift in the support of the present old-age assistance pro 
cram from the income tax onto the payroll tax. That just briefly 
overs the problem of paying for it. 

The Secretary had another difficulty with blanketing in which led 
her not to propose it to this committee, and that was the vel eral 
weakening of the OASI system’s principles which she thought might 
be involved. 

She felt that the contributory concept would be very seriously 


1 


veakened, if not destroyed. It has been pointed out that there have 
been Instances, such as the Armed Forces, where there have not bee 
contributions made for a wage credit, but these have been ex: eptiol 
und in general everyone regards it as a col tributory system 

The Secretary felt that, as her statement made clear, the contri! 
tory concept was one of the basic and fundamental principles of 1 
system that must be preserved. 

The Congress has always heretofore said that this is a 
for contributors, and blanketing in would be inconsistent 
approach. 

The third problem that concerned the Secretary was the pressure 
for general revenue contribution to the OAST system which n 
arise, if we were to blanket in, and this is in line with the poi 
made about shifting the old-age assistance from the income tax to 
the payroll tax. Heretofore the Congress has indicated its inten 
tion and desire that the OAST system remain one supported by payroll 
taxes. With one exception of a period of years in which there was 
a special provision in the law ‘that contemplated an eventual con 
tribution from general revenues, the Congress has firmly shown that 
it intends the system to be self-supporting, and for there not to be a 
contribution from general revenues. 

Congress having indicated its intention in that direction, the Secre 
tary thought that there was grave danger in — the pressure 
for the breakdown of that policy if there were to be blanketing in. 
Already, as you know, many of those that are op aaa to ve inketing 
In say that it can be done only if we at the same time make a contribu 
tion from general revenues. 


Those pressures might become insurmountable and destroy the 
congressional desire to have a self-sup pee stem. 
A fourth point that concerned the Secretary was the possible pres 


sure for increasing the noncontributory amount. If you decide to 
pay, say $25, to noncontributors, it will be an ov difficult asl 
lem, the Secretary felt, for the ¢ onegress to vithstand the pressures 
that consistently would be app ied for incre: asing that flat amount. 
Whereas now that problem does exist with respect to the minimum, 
nevertheless because the w — system is wage related and wage geared 
accordin e to a formula, it is not a LV where near the same as havi o 
this flat- minimum amount Taare to everybody. 

An indication of the pressures that might be involved, I think, exists 
in the history of the level of benefits that have been proposed under 
blanketing-in plans. Whereas blanketing-in proposals originally 
started at about a S25 a month level, present proposals, and there are 
several bills. provide for blanketing-in benefits at $45 and S50 That, 
| think. would be difficult to keep even at that level 
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A fifth point in the Secretary’s mind was the effect on public as 
sistance. One of the many arguments made for blanketing in is that 
it would have a very substantial effect on public assistance and would 
tend to eliminate the necessity of a great many people subjecting them 
selves to the means test. 

The fact is that if blanketing-in payments were made at a $25 level, 
only about 6 percent of the old-age assistance recipients could leave 
the rolls because they woul d still need sup —. ntation of their $25 
benefits. If it were m: ade a $45 benefit, about 33.7 percent would leave 
the rolls, but about 66.: } percent would still remain. These are the 
figures if you take a sharp division at the level of people who are get 
ting more or less than $45 from old-age assistance now. 

If you assume that those who are getting as much as, say $55 from 
iid-age assistance would go off the rolls if they could get a $45 pay 
ment from OASI, still the figures would not change markedly and 
even at that point, breaking the old-age-assistance loads into 2 parts, 
those getting above $55 and those getting below $55, there would stil] 
be about half of the old-age-assistance load remaining. 

In aid to dependent children, if you were to blanket them in, even 
at a $45 benefit, only about 6 percent of the children would be removed. 

Mr. Coorrer. It means, then, that the State would have to take over 
the whole load for 66 percent of the old-age assistance benefits / 

Mr. Perkins. Yes, if the Congress should simultaneously withdraw 
the Federal Government from old-age assistance altogether. The 
States would still be paving. We are now assuming a $45 benefit, and 
this is also assuming that everybody who is getting more than $45 
still takes the supplementation payment from his State. Under these 
assumptions, your statement is correct, the State would still be paying 
the 66 percent of the people who are now on the rolls. They would 
be lesser payments, of course, in most cases. 

A sixth problem that the Secretary faced was this: Would blanket 
ing in have the effect of showing the true cost of the system? It has 
been argued in favor of bl: unketing in that it would mature the system 
and show its true cost immediately or substantially so. But she felt, 
after looking at the charts relating to the rise in the aged population 
which we showed at the outset, that really the true cost of the system 
could not be shown currently no matter how many you brought in, 
and that the only way to look at the ultimate cost of the system is to 
have the best actuarial advice you could get and to project into the 
future, with the rising population, what the costs are going to be. 

She thought it would be more fallacious to look at the figures of 
how much we have to pay to current beneficiaries after blanketing in 
and to suggest that that was the true cost of the system than it would 
be to base one’s thinking on future costs, st rictly on actuarial esti 
mates. In other words, because of the rising aged population, costs 
will continue to rise in the future. 

In general, it was her conclusion that while we do have 2 systems, 


and there are many disadvantages in having 2 systems, she questioned 
whether it was sound to solve the difficulty today by putting the 2 
systems together. Would it not perhaps weaken the OASI system 
so as to do it serious damage ? 

After taking into account all of these factors, the Secretary con 
cluded that she preferred some device whereby an orderly and equi 
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1] 


table transition could be achieved instead of trvin oe to dot 


{ ineously and putting the stresses on the OASI system t] 


involved in doing it at one time. She developed this old-age-a 


mce formula designed to a h love this orde ly and eq itable tral 


whiel 1} woul | relate the perce ituge share of Fede 


old-age-assistance 
costs to the number of csciiia in an individual State getting OASI 
benefits. 

Mr. Coorrer. Referring back to my last question 
not, that the proposal for blanketing in 
(;overnment getting out of the old-age-assistat 

Mr. Perkins. Yes, sir: most of the propos 
think I have heard of one that does not. 

Mr. Cooper. What the co bl 
of the payroll ? 

Mr. Perkins. I would have to get Mr. Myers 
on that. What payment level were you suggest 
level ? 

Mir. Coorrr. At the $25 level and the 845 | 
estimated cost as a percent of the pavroll for | 


Mr. Myers. If you are referr! or. Mr. 


eorrect, 1S t 


the Federal 


to blanket in all the current aged at a level 
would he some whe rei then hood ot 
represents ¢ about 114 » percent of covered payvre ey 

ie. Fora blanketing in payment of $25 a month, the 
tial year would be, of course, roughly half that, o1 
about three-quarters of a percent of payroll. Phose 


the initial cost. The cost over a period of vears would, 0 
] 


ower because even under a plan which brought in all aged who were 
not otherwise qialitied, # the number of such individuals would 
ally decrease over the course of future years. So event 
30 years, say, there would be a relatively low cost 

Mr. Coorer. All right. As I understand the situation, then, 
Department does not favor any proposals which ge been made that 
all current aged should be blanketed in OASI and receive benefits out 
of the trust fund even though they may have m a 
at all to the fund ? 

Mr. Perkins. That is correct. 

Mr. Coorrer. I would like to she briefly for information Un 
other phase of the matter that has been of interest to the committee 
in the past, and I assume will probably be of interest now. 

Mr. Sapiak. This follows the same questioning, I think, that the 
gentleman from Tennessee made of Mr. Perkins. The Department 
likewise opposes the blanketing of any who have made some small 
though insufficient contribution at the beginning of 
though they are in their 60’s at the present time / 

Mr. Perkins. Yes, sir. I will point out rnp sc L950 amendments, 
under the new-start amendment, took care of a great many of those and 
the Department has not made any roccmniadsleGii for going beyond 
that. 

Mr. Saptax. I want that for the record. Thank you very much. 


Mr. Coorer. I would like to inquire briefly for information with 


respect to disability insurance benefits. You do not recommend 
viding disability insurance benefits; is that correct ? 


tally, by 


e no contribution 


} 
) 


sO int Security 


pro 
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Mr. Perkins. Yes, sit 

Mr. Coorer. Have you ruled that out? And, if so, why ¢ 

Mr. Perkins. The Secretary concluded that that should not be 
part of the recommendations to be made. In the first place, she felt 
strongly that all the emphasis ought to be placed on rehabilitation 
Modern techniques do a tremendous amount that could not be done 
before in the rehabilitation line. Rehabilitation is really something 
that has reoriented the whole thinking in the field of disability. Un 
der a cash disability payment program, it has been sald that there 
would be a tendency toward disincentive to overcome the physica 
handicaps involved. Irrespective of the truth of that. the Secretary 
felt that the same amount of money placed in rehabilitation would be 


far more advantageous ly spent. As she pointed out in her statement 
there are several administr: ation proposals to effectuate this new 
mphasis on rehabilitation. The administration goal is 200,000 re 


abilitants a year by 1959 as e aoeered with the present 60,000 per 
vear. The ea a proposals supplement that goal. 

Mr. Cooper. Do you not have certain types of disability that in the 
very nature of the disability you cannot a ‘complish full results 
through rehabilit: ation, heart conditions or pari alvtic strokes, or dif 
ferent things? 

Mr. Perkins. Well, even there, sir, it is truly remarkable what they 
are able to do today. They are doing something even for heart con 
ditions and paralytic strokes in the compre he nsive rehabilitation cen 
ters today. So there is almost nothing that, prima facie, you have to 
rule out. There are individual cases, unquesti Sanat ly. that you cannot 
rehabilitate. But it is very difficult to point at the outset to any type 
of disease in which some rehabilitation cannot be effected. 

Other points that the Secretary had in mind in not recommending 
cash disability benefits are the possibilities that it would tend to result 





At 
in a general lowering of the retirement age, particularly in low em 
ployment periods. People with semidisabilities, who are working 
and getting along— 

Mr. Cooper. Bear in mind, Mr. Perkins, what we have considered 
in the past is total permanent disability. It is total permanent dis 
ability. That is what IT am asking you about now—total permanent 
disability. 

In other words, the situation as we considered it before was if you 
take a wage earner that has gone along for a number of years in 
covered employment and has contributed; yet when he is, say 59, 
he has a paralytic stroke; totally and permanently disabled. He may 
not live to be 65, and will not receive anv benefits at all. Of course 
one of the original purposes of the social-security program was to 
provide for a person when they reached retirement age, in other words 
when they retire. Well, this man, because of total permanent dis 
ability, is retired, although he is not 65. Soin your comments, I would 
like for vou to bear in mind that what we have been talking about in 
the past is total and permanent disability. 

Mr. Rocxereiter. Mr. Cooper, on that point, in line with what Mr. 
Perkins was saying, the problem of determining what is total and 
permanent disability is becoming increasingly difficult as the rehabili 
tation process is becoming more effective, so that modern science 1s 
finding ways of helping people who may have been 10 years ago, just 
as Vou say, ‘considered totally and perm: anently disabled. 
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Mr. Coorer. But do you not do that in this bill through the determ 
nation ¢ 

Mr. Rockere.ter. That is right. 

Mr. Coover. You make that determination under the provision of 
this bill for the freeze ? 

Mr. Rockereiier. That is right. The Secretary is putting all th 
emphasis on the possibilities of restoring these people to the dignity 
and the spiritual values that go with work. For as many as possible, 
we want to define the area in which we are dealing here as primarily 
one of rehabilitation. 

Mr. Coorrer. That is what is troubling me, Mr. Rockefeller, a totally 
ind permanently disabled person. How are you ge eto rehabilitats 
him ¢ 

Mr. RockEretLer. You cannot, using that word. 

Mr. Coorrer. That is all Iam talking about here. 

Mr. Rockerevier. But a lot of people who were thought to be totally 
and permanently disabled before, now with modern science are finding 
they ean be helped to come back to gainful em] loy ment. Sothe defi 
tion is one that is difficult 

Mr. Coort R. Let ie ask another question. What would thi Cost 
be of providing for them in the same Way as provided 1h the House 
bill in 1949. H. R. 6000 4 

Mr. Perxins. It is estimated to be a half pereent ot payroll, Oo! 
level premium rate. On that point, of course, some people argue tha 
the disability benefits would really involve an unpredictable cost, but 
that is the best estimate we have. 

Mr. Coorer. That would be one-half of 1 percent of payroll? 

Mr. Perkins. Yes, sir. 

Mr. Cooper. I think that was the estimate given back at that time 
when it was considered before, was it not ? 

Mr. Myers. Yes, sir; that is right, Mr. Cooper. 

Mr. Coorrr. Then in 1952 a provision along this line was taken 
from Mr. Kean’s bill, and included in the bill as passed by the House, 

that is, to include the freeze of disability periods for OAST benefits 
The Americ an Medical Association primarily, and possib ly others, 
opposed it. It was changed in the Senate and in conference so as 
to be ineffective. What is the present situation with respect to the 
freeze / 

Mr. Perxins. There is no freeze, as you say, in the law today. It 
is an ineffective provision. It has been proposed that that be rein 
stated with certain revisions in H. R. 7199. H.R. 7199 does carry the 
freeze. 

Mr. Cooper. You are recommending the freeze now and it is iT 
cluded in the pending o bill? 

Mr. Perkins. Yes, sir. 

Mr. Coorer. What is the present position of our friends in the 
American Medical Association, do you know ¢ 

Mr. Rockreretter. Mr. Chairman, I do not think they have taken a 
position up to the present time. 

Mr. Coorrer. You remember that they took one before ? 

Mr. Perkins. That is right. In Mr. Reed’s bill you will note that 


there is a provision that these disabled people should be referred to 
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the State vocational rehabilitation agency, and the State agencies con 
tract with local doctors for diagnoses and medical work. 

Mr. Coorrer. As I remember, that was what we proposed before. 

Mr. Perkins. That is the way it came out, that is right. 

Mr. Cooper. My recollection is that it is word for word here as if 
was proposed then. 

Mr. Perkins. No, sir. 

Mr. Coorrer. What difference is there, then ? 

Mr. Perkins. One difference is that the Secretary does have an ulti 
mate reviewing authority under this bill, under H. R. 7199, in order 
to be able to have a check, across the country, So as to pro\ ide some 
uniformity. ; 

Mr. Coorer. [Tam wondering now, from the view point of our friend 
of the American Medical Association, whether that Improves it or 
makes it worse in the v lewpoint they expressed back there, when it was 
considered before. 

Mr. Perkins. I don’t think we can speak for them on that point. 

Mr. Coorrer. I assume they will probably appear at the hearings. 
Now let me ask one overall final question: The administration ap 
proves and supports the social-security program. That is correct, i 
it not? 

Mr. Rockrretier. The administration approves and supports the 
program and recommendations 

Mr. COOPER. The extension of it 2 

Mr. Rockxeretter. That is right. 

Mr. Cooper. I see. 

Mr. Rockrrevtiter. With the modifications. 

Mr. Coorrer. And you believe in the basic principles of the social 
security program and are here supporting and advocating it and 
recommending that it be extended further ? 

Mr. RockrretLer. With the improvements and modifications that 
are presented. 

Mr. Coorer. Which are incorporated in this bill ? 

Mr. Rockxeretiter. Yes; incorporated into this bill. 

The Cuatrman. Mr. Kean will inquire. 

Mr. Kran. I am, of course, very pleased with the freezing of the 
permanent and total disability in this bill, since this was my original 
idea. I introduced a bill to that effect several years ago. It has been 
attacked as socialized medicine. Do you believe it is socialized medi- 
cine? 

Mr. Rockrreiier. Personally I do not, and neither does the admin 
istration. 

Mr. Kran. But could it be in any way considered socialized medi 
cine ? 

Mr. Rockeretter. We do not think so, and had it been so in our 
opinion, we would not have included it in the recommendations. 

The Cuarrman. Mr. Byrnes. 

Mr. Byrnes. On this waiver of premium matter, previously we 
talked about total and permanent disability; that is not used in this 
particular bill, is it? 

Mr. Rocxereiier. No, sir: the phrase used is “extended total dis 
ability.” 

Mr. Byrnes. I thought it was just “extended disability.” 

Mr. Rockerreiter. The word “total,” I believe, is there. 
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Mr. Byrnes. The word “total” is still there / 

Mr. RocKEFELLER. Yes, sir. 

Mr. Byrnes. But you do not have this problem of coming within 
the definition of permanent, do you ? 

Mr. Perkins. That is true. And the word “permanent” has nevet 
been quite construed to mean that. We thought more realistic lar 
guage would be appropriate. 

Mr. Byrnes. I think we should make clear that when we are talkin; 
about disability and the provisions in this bill relating to it, 
no longer talking in terms of the requirement of meeting a defir 
permanency. 

Mr. Perkins. That is right. 

Mr. Byrnes. I would like to get back to this universal coverage 
blanketing in, in just a very general way. 

In the first place, you are recommending here and 
much universal coverage, are you not ¢ 

Mr. Perxins. Yes, sir. 

Mr. Byrnes. As | understand it. the only real aren that would 
left out, should this bill be enacted, is your civil-service employee 
Is there any other real big group ‘ 

Mr. PERKINS. That iS the major Ag but ] think we did mention 
in the first days such occupations as the policemen, the firemen, and 
the casual worke rs who do not earn as much as 850 from | employe 
in a quarter. 

Mr. Byr NES, Well. if you were to assule a coverage even of 
CV i] ser ice employees, and also a coverave of the a and fire 
men, who are excluded, or who are not covered by the bill, you would 
come pretty close to universal coverage, would you not ¢ 

Mr. PerKins. Yes, sir 

Mr. Byrnes. Have you any estimates of how many people over 65, 
when the universal coverage system would be matured, would not be 
entitled to benefits ? 

Mr. Perxrins. Yes, sir: we do have various estimates. When the 
system is absolutely matured, it is believed that there would not be 
more than 5 percent of the aged who would be ineligible for OASI 
benefits. 

Mr. Byrnes. Not more than 5 percent 4 

Mr. PerKINs. Yes, sit 

Mr. Byrnes. You believe that it would approximate 5 percent é 

Mr. Perkins. Mr. Myers, do you want to speak to that ? 

Mr. Myers. When the system would phe matured and with un 
versal coverage, I think the figure would only be in the neighborhood, 
really, of 1 or 2 percent who would not be e ligible for benefits. That 

s, they would ies be receiving them or they poate receive them if 
cat retired. Of course, that is a very residual figure. It might be 
percent or 2 percent. But it would be a very small figure. 

Mr. Byrnes. So a blanketing in or a minimum payment to whicl 
everybody would be entitled would not affect very many people under 

i fully matured universal plan, would it ? 

Mr. Perxtns. That is true. 

Mr. Byrnes. What would be the cost of this minimun payment, 
Mr. Myers? How much would that be. assuming your 1- or 2 percent 
figure ¢ 
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Mr. Myers. The cost there would be relatively negligible, some 
where in the neighborhood of five-hundredths of a percent of payroll. 

Mr. Byrnes. So from that standpoint it could not have any serious 
financial effect on the system itself, nor do any violence to the tax 
theory of a contribution system or any of these other factors that were 
mentioned in the list of factors which led the Secretary to oppose 
blanketing in? 

Mr. Rockerreiier. Mr. Byrnes, were you referring to it after the 
system matured ? 

Mr. Byrnes. I am talking now about how it would relate to a sys- 
tem of universal coverage fully matured. In a moment I am going 
to talk about what the situation is today, where we do not have uni 
versal coverage. But first I want to get the base laid as to what the 
situation would be under a mature, universal coverage plan. 

You are recommending, really, a universal coverage plan now. 

Mr. Rockereiier. Once the system has matured, then there would 
not be people to blanket in. 

Mr. Byrnes. That is my point.. So that a blanketing-in proposal 
which gave everybody at least a minimum benefit would not do any 
violence to the system in any manner of speaking, would it ? 

Mr. Rockxeretiter. After it matured. But it would today. 

Mr. Byrnes. Well, yes. I am going to ask about that. IT want to 
know what it would be when it matured, would it do any of these 
violences that you complain about today ? 

Mr. Perxtns. Obviously, because it would be such a relatively 
mall group, that even if the same things applied, they would be 
negligible in their influence. T would assume it would be fair to say 
that the principles would still be applicable, but because they would 
involve Ae ‘+h asmall and negligible number of people, your conclusion 
that it would not do violence, I think, is probably a fair one. 

Mr. Byrnes. All right. 

Now let - come to the matter of blanketing in as of today. As I 
understand it, those arguments or your reasoning applies because of 
a large oie of people over 65 today who have never had an oppor- 
tunity to come under the system and therefore you would be taking 
them in without any contributions from them, which you say does 
violence to the contributory philosophy. You also say that it would 
be an expensive item and therefore might have repercussions on the 
fiseal soundness of the system and some of these other reasons you 
mentioned. 

You admit, do you not, that the people who you contemplate tak 
ing in under this system with a very minimum period of coverage do 
not in any way purchase the benefits that they are going to receive ? 

Mr. Perkins. Well, for those who are close to retirement age now 
and who were newly cover in 1955, I would assume, that is certainly 
true. Somebody 62 or 63 who retires 2, 3, or 4 years from now would 
not have paid much in relation to his benefits. 

Mr. Byrnes. The people you are bringing in now, the farmers, let 
us say, how many quarters do they have to pay in order to be eligible? 

Mr. Perkins. If they are 65 today, it would be 6 quarters of cover- 
age. 


Mr. Byrnes. Six quarters of coverage? 
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Mr. Perxtins. Yes. 

Mr. Byrnes. So for a large group, you are going to permit them, 
with six quarters of coverage, to have benefits; are you not ! 

Mr. PERKINS. Well, that is the same as the system Is tod LV 

Mr. Byrnes. Right. You are not reducing that at all. 

Mr. Perkins. No. 

Mr. Byrnes. And you know that in 1950 and again in 1951 we 
brought in the self-employed and under this bill we are going to 
bring in a large number of people and make them eligible merely 
on the basis that they have contributed for six quarters. 

Mr. Perkins. Yes, sir. 

Mr. Byrnes. How many people do you think would be eligible on 


the basis of SIX quarters of coverage if this bill should become law ? 
How many new people will be brought in and be eligible for coverage 
after the system is in operat ion for a year and a half? 

Mr. Batu. Perhaps about 5 percent out of the 1014 million people. 

Mr. Byrnes. Five percent the first year? Or the year and a 
half? 

Mr. Perkins. No; altogether, on six quarters. That is, those 
would be eligible on six quarters. 

Mr. Byrnes. And then as time goes on that number increases? 

Mr. PERKINS. That is—the number of quarters of coverage that 
they need for benefits increases; is that what you mean? 

Mr. Byrnes. No; I had in mind the number of people, taking into 
consideration the fact that some people are each year approaching 
the 65 eligibility age. 

Mr. Barz. Yes; but, of course, people who are now, or rather more 
accurately, people who are less than 6514 in January of 1955, when 
the new-covered groups come in, all those who are younger than that 
will need more than 6 quarters, so they are not in the group we are 
talking about. 

Mr. Byrnes. I understand you. 

Mr. Perkins. In other words, there is not a new class of six-quarter 
people coming up periodically. It is a one-time affair. 

Mr. Byrnes. You have 5 percent of the new-covered group be- 
coming eligible on the 6 quarters of coverage ? 

Mr. Perkins. I think we ought to leave that one open for later 
correction. I personally have my doubts as to whether it would be 
5 percent of 1014 million. 

Mr. Byrnes. Then I wonder if you could also get the figures for 
7 quarters of coverage and then 8, and then 9 and then 10. We will 
quit there. You can stop at the 10. 

Mr. Perkins. The figures will be very rough, but I think we can do 
that. 

(The information requested by Representative Byrnes is as 
follows :) 

Percentage of the 10.5 million workers newly covered under the provisions of 
H. R. 7199 who could qualify at age 65 or over for benefits on the basis of 

Percent 

6 quarters of coverage 
6-7 quarters of coverage 
6-8 quarters of coverage_____________ 

6-9 quarters of coverage____.__-____-~~- 
6-10 quarters of coverage nee 
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Mr. Byrnes. All right. The thing that I have difficulty with 
I say this very sincerely, realizing you have 5 percent of this group 
what is the total, 10 million? 

Mr. Perkins. 1014 million. 

Mr. Byrnes. Who, on the basis of a year and a half contribution, 
become entitled to all of the benefits that this program prov ides, where 
as these other people who do not have the opportunity, who are also 
comparatively a small group in the sense that they are constantly moy 
ing out of the picture, Vou resist doing anythi hg for them and contend 
that doing something for them would violate all of these prine Ip les 
that have been established, contributions, fiscal soundness of the SYS 
tem, and all of the other arguments that you made as a result of Mr. 
Cooper’s questioning. 

To me, I have ditticulty finding why those same reasons that 
apply there do not apply to the 5 pe reent who will be eligible 
quarters, and those that will be eligible in 7 quarters, in 5 quart 
% quarters, and 10 quarters. 

I think we have a void in this system that we should try to correct 
in some Way. 

Mr. Perkins. You are presenting what is unquestionably a very 
difficult problem, both practically and conceptually. By the answe1 
that I gave of all the reasons or all the points that the Secretary made, 
I do not want to indicate that she did not go through these same things 
that you are going through. I just want to make two points at the 
outset. One 1s your statement we are not doing anything for them. 
I think that the Congress can feel well assured that it has provided 
assistance. 

Mr. Byrnes. You have old-age assistance and a needs test and we 
say, “We are not going to let you be destitute.” But you are not saying 
that to the 5 percent. You are saying to the 5 percent, “You do not 
have to satisfy a needs test or anything else. You can be a million 
aire, as far as having the benefits provided by this system.” 

Mr. Perkins. Those 5 percent would be people with recent earnings 
records. I think it would be a very fair presumption to make that 
they had had an earnings record prior to that. In other words, six 
quarters, though nominal, would be representative of a past earnings 
record, which is the thing that the Congress in the past has deemed 
as the essential element of e ligibility to the OASI system. 

Mr. Byrnes. It is not my point to argue each one of these points, 
but I think on this you can argue that a lot of these people who are 
today on old-age assistance are not qualified for OASI only 
because the system Was not in existence in time, or that the ex 
tended coverage was not made quite in time to reach them. Farmers, 
for instance, that gave up their farms 2 years ago and retired, they 
hi ulane arning’s record right up to that time. There is probably some 
farmer going out of business today. With the dairy picture what it 
is in Wisconsin, there are probably quite a few of them. But they 
had an earning record. 

So to me, our answers to this problem cannot be ve ry satisfying to 
anybody who is concerned with doing equity to tod: ay’s old people on 
the same basis of the equity that we think we are trving to do for the 
old people of tomorrow. I think we are doing splendidly In terms 
of our looking into the future and making provision for our aged 
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population 10, 15, and 20 years from now. But our real obligation, 
it seems to me, as a Government, and a Government responsibility, 

just as much to the aged people today. That is why I am bothered by 
your reluct: ince to consider the b lanketing in of tod: L\ y's aged uncovered 
people | vecause while you are resisting that, you are talking about 


universal coverage which will 1 really blanket in) wha if tomorro 
aged. 
Mr. Rox KEFELLER. May I speak on that, Mr. By 
Mr. Byrnes. Yes, sir. 
Mr. Rockereter. The point you raised is 0 it col 
one. It has concerned the administration very deeply eve 
ave been considering this prob lem. As Mr. Perkins sa 
tary and others in the De partment spent many mo ths st 


| ossible alternative methods of accomp lish ng the objective. wl ch vo 


} 
so eloquently state, and which is one that everyone shares Che ad 


ministration came to the conclusion that to accomplish the objective 
of bringing in the approximately 5 million, which includes those who 
are on public assistance now as well as the others who are not on but 
whom you pont out mie it well have had the benefits maa they bee 
fortunate enough to come mm the system—to do that really could 
threaten the whole system of OASL and public confidence in it, and 
operation as it was conceived by Congress. 

Mr. Byrnes. Why is it not a threat, Mr. Rockefeller, to the system 
to say that we are bringing in 5 percent of these 10 million people 
with only a payment in contributions for a year and a half? 

Mr. Rockerriuer. Because I think the answer-—— 

Mr. Byrnes. It is a matter of relativity; is it not? 

Mr. Rocxeretter. | think the answer is that that is in the present 
system and it has not threatened it. Therefore, you have had ex 
pe ‘rience to date which has proven that that has been aece pted by the 
present. sixty-some million people who are in the system. 

Mr. Byrnes. Is it acceptance by the — yle under the system that 
determines what we do here? Or is it by what is right and what is 
just ¢ 

Mr. RockereLuer. One gets down to a judement factor in this 
which is a difficult one, as to whether you are running the risk of 
undermining public confidence and the effective operation of the whole 
svstem which benefits such a large percents we of the population n 
order to correct a situation which could have been taken care of in 
the beginning, but was not, and therefore poses a very difficult prob 
lem for that group of people. 

Mr. Byrnes. Do I understand that the argument is this. then. Mr. 
Rockefeller: The number of people that will come in under the 6 
quarters of coverage, or the 7 or 8 is relatively small and, therefore. 
it does not create a problem, and we can do it and it does not 
jeopardize public confidence in the system or al vthing else. But the 
other group is just too big and, therefore, it n tight have these advers 
effects / 

Mr. Rockereiier. I think that the present system was adopted by 
the Congress, and the acre ap on is recommending that it continue 
that system in connection with the extension of coverage to the 101 
million additional people. 
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Mr. Byrnes. Of course at that time we were talking only about par 
tial coverage all the way through. There was no concept at that time 
of universal coverage in the legislation before the committee. It was 
partial. 

Now, however, we have moved into universal coverage, and it seems 
to me that gives us a little different base from which we are working. 

Mr. Rockrre.Lier. But you move into it on the traditional approach, 
rather thi an by « ‘he anging the concept to one of blanketing in. 

Mr. Curris of Nebraska. Of the present beneficiaries now on the 
OASI rolls, about how many of them are there by reason of the new 
start provisions of the 1950 act ¢ 

Mr. Myers. The new-start provisions of the 1950 act brought in 
around 600,000 retired workers and in addition about 200,000 depend 
ents of those workers. 

Mr. Curris of Nebraska. It is close to 50 percent of the present ben 
eficiaries that would not be beneficiaries if it had not been for the new 
starts in 1950 and 1952; is that not correct ? 

Mr. Myers. No. At the end of 1951 there were 214 million re 
tired workers receiving benefits, of whom 540,000, or 25 percent, were 
eligible only because of the 1950 new-start provision. For the present 
time, we do not have any data showing this subdivision, and in fact it 
would be difficult to properly define this matter because many individ 
uals now on the rolls are there through employment newly covered in 

19 D1. 

Mr. Rockrretter. When the point is made by Mr. Byrnes that it is 
relative, I think I would agree. But you would be doub ling the num 
ber of aged on the rolls when you b lanket in about 5 million. So it isa 
major shift at the present time, and it might very probably result in a 
changing of the financing of the whole OASI program from a con 
tributory system to one where a portion wee have to come from—— 

Mr. Byrnes. Wouldn't it really show, in spite of the arguments, 
what this system would cost, if it was sation on the basis of present 
benefit rates and so forth ? 

Mr. Rockere.uer. That is right. 

Mr. Byrnes. It could not help but be. 

Mr. Perkins. It would not really show the ultimate cost. 

Mr. Byrnes. It is not going to show your year 2000 costs, no. But 
it would show what this system would cost tod: ay if you had universal 
coverage In it. 

Mr. Perrys. It would be misleading if one were to look at it today 
and say this isa reflection of what it is going to cost. 

Mr. Byrnes. I realize that. 

Mr. Perkins. There would be liabilities accruing daily of people 
who are in this future increased aged population, so that any relation- 
ship between revenue income and current outgo would be erroneous 
as anexample of what it would be in the future. 

Mr. Byrnes. It would show what today’s costs were, but it might 
not necessarily show what your income was. 

Mr. Perkins. It would show tod: iv's costs but if would not be a re- 
flection of the future costs. 

Mr. Byrnes. Nv, it would not be a reflection, necessarily, of your 
future costs, but it would show you what this system, at the present 
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scale of benefits and so forth, would cost today under universal cov 
erage, because that would be what you would have, universal cover 
age as of today rather than tomorrow. 

Mr. Rockere.ter. But you get there the issue of using the con 
tributory system as a base of finance as against having to supplement 
that income and therefore break down that basic concept. 

Mr. Byrnes. The cost as related to the income, certainly. There 
is no question about it. But I am talking about its relation to just 
what the system costs, and the cost element by itself. 

Mr. Batu. Could I comment on that one point ? 

Mr. Byrnes. Yes. 

Mr. Bau. It seems to me there may be a danger in this idea that 
having blanketed in the aged, the Congress can then pay attention to 
costs as a percent of payroll in a given year, say the year we are in 
now, on the theory that that represents mature costs. Actually, it is 
wrong in two ways. Without changing the law whatsoever the costs 
are going to be much greater later on that at present, with both the 
aging of the population and the fact that the blanketing-in plan 
blankets in at the minimum rather than what the average benefit would 
be. And even after all the aged are blanketed in, costs in the ulti 
mate year are twice or more as high as they are in the year you are 
looking at. 

Mr. Byrnes. You are afraid, then, of a psychological effect ? 

Mr. Baru. I am merely suggesting that that is not an advantage 
of blanketing in as has sometimes been argued—that it would not be 
wise to say “Let’s blanket in for this reason, that it matures the system 
costwise, and then let’s forget about long-range costs and look just 
at the present.” 

Mr. Byrnes. I appreciate that even with this blanketing in now, 
the cost would be a lot less than the ultimate cost of this system at a 
mature rate. There might be the fear that you are giving a false im- 
pression of how cheap this thing is. But I think right now we have 
to overcome another psychological problem, that even the costs today 
are certainly a lot less today than if we blanketed in, and that relation 
ship to the ultimate costs is therefore a bigger one. So if your psy 
chological aspect is what is troubling you there, you have that trouble 
today. 

Mr. Batu. The only thing is, today that viewpoint is not put for 
ward as the right way to look at the system. 

Mr. Byrnes. It is by some people. 

Mr. Baxi. One of the arguments for blanketing in that I thought 
vou were suggesting was that it would then be possible to look at the 
costs today as an indication of future costs. Perhaps I misunderstood 
you. 

Mr. Byrnes. No, it would still cost you more than that would show 
I will grant you that right off the bat. 

This is sort of thinking out loud, but since you are fearful of some 
of the consequences of the fiscal soundness of the system, and some of 
the other things that you mentioned, if you blanketed in today and 
charged it against the trust fund or charged it against present con 
tributions, what would be your attitude if these people were blanketed 
in and then the cost was charged against the General Treasury as is 
the cost of taking care of these people under old-age assistance, and 
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have it ona reducing basis as they go out, and they will be going out. 
the drain will constantly be reduced as your universal coverage take 

hold and carries on. Then you have what we started out to have, it 
the sense that there would be a floor of protection for all of our aged 


people. 
Mr. Rockeretter. The administration has taken the position that 
the Congress has not wanted to see this system financed by general 


revenue, but by « ‘contributions. 

Mr. Byrnes. The only people that you would be providing for 
would be the people who vou blanket in by reason of the fact that they 
do not h: ive a ve ar and a hs lf of coverage or SIX qué irters of coverage 

Mr. Rockeretier. Would it be fair to sav that what you are i 
essence suggesting is that the public-assistance program remove the 
means test? You could do it that way. 

Mr. Byrnes. It would do more than that, of course, because you 
vould also avoid, it would seem to me, the necessity of the Federal 
State relationship and the Federal-State administration and so forth 
You would probably still, have State welfare assistance programs to 
take eare of the needs over and above the minimum payment that you 
would prvoide, if it was $25 or $45 or whatever the figure was that 
vou might arrive at. But IT am thinking in terms of getting away 
from your arguments of violating the principles of the system and 
o forth, and jeopardizing the fiscal, possible fiscal soundness of the 
vstem, if you say, “Well, in this case we will pay for these people 
out of the weneral fund.” 

Mr. Puakrns. I think it makes a considerable difference whether 
you _ this is part of the OAST system. 

Mr. Byrnes. I do not care what you ¢ all it. It is for those people 
who for some reason or other have never—probab te through no fault 
of their own—been able to come under these qualifying tests of 
working for six quarters. 

Mr. Perkins. If the system were kept separate and regarded as 
separate and financed out of general revenues, I think a number of 
the objections which the Secretary raised and which I listed would 
disappear. However, other objections might arise. 

Thank you. 

Mr. Jenkins (presiding). The committee will adjourn until 1:30. 
it has been requested that you gentlemen return. There are several 
members that wish to ask you some questions. 

(Whereupon, at 12:15 p. m., the committee was recessed, to reco 
vene at 1:50 p.m, the same day.) 


AFTER RECESS 


(The hearing was resumed at 1:30 p.m.) 

The CHairnman. The committee will come to order. 

Mr. Mills will inquire. 

Mr. Minus. Mr. Perkins and Mr. Rockefeller, I will be very brief 
hn my questions. Most of the things I had in mind have been covered. 

I wanted a iittle bit more information about the drop-out of the 
t years of lowest earnings in computing benefits. My question has 
lo 0 do with whether or not, that fully replaces the nee essity for a new 

art in the case of the 101%4 million who will be covered for the first 
time under the provisions of this bill. 
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Mr. Perkins. It fully replaces it in the sense it does give them a 
new start with respect. to their average monthly wage. Now, with 
respect to insured status—— 

Mr. Minis. With respect to eligibility is what I had in mind. 

Mr. Perxtns. It is not the same as a new start, but we feel because 
the 1950 date is so recent it is an amply liberal eligibility provision 
to apply the same starting date for insured status to the newcomers 
as 1S applied under the present law. 

Mr. Miuus. I am in entire accord with the thought expressed in the 
statement by the Secretary with respect to the drop of the 4 years 
of lowest earnings in computing benefits. But I was a little bit ata 
loss to understand just how it would affect eligibility. 

Now, W il] you describe to me in detail how it does affect the question 
of eligibility ? 

Mr. Perkins. If you want it in detail, I think I had better ask Mi 
Ball to answer that question. 

Mr. Batu. The present law is unchanged, Mr. Mills, in relation to 
the insured status. That is, an individual would have to have half of 
the number of quarters of coverage from 1951 just as under present 
law. The effect of that is that an individual who was 6514 or more 


1001 


when coverage is extended in January of 1955 would need only ¢ 


quarters of coverage. That is, the effect of leav ina the law as 
whereas people who are younger than that would need somewhat 
as you know it would scale In. 

Mr. Minus. Let us just discuss that for a moment. 
specific case of a farmer who is to b 
and who becomes 65 sometime during 
quarters of coverage would he l eed ‘ 
be fully covered / 

Mr. Batu. If he attains age 65 in 1955. he would 1 
if it were the January to June half of the year, and { 
were from July to December. 

Mr. MILs. How many would he have to hs 
1954? 

Mr. Batu. In 1954, it would be 6 in the first half of the 
the second half of the year it would be 7. 

Mr. Minis. What provision is that? You say in this bill that they 
must have half of the quarters elapsed between 1950 and the time of 
retirement, just as under present law. 

Mr. Batu. The time of attainment of age 65. 

Mr. Miuus. Yes. 

Mr. Batu. That is the present law. 

Mr. Mus. That is the present law. I understand. 

Mr. Batu. Yes; it is section 214 (a) (1). 

Mr. Miuus. There is nothing in this bill that changes that provision / 

Mr. Batu. That is correct. . 

Mr. Mitas. Now, if a farmer is 65 in 1953 and he continues to farm 
under the provisions of the bill likewise he would only need 6 quai 
ters of coverage ¢ 

Mr. Batu. That is correct. 

Mr. Miius. Take a farmer who becomes 65 in 1956—would he also 
need 8 quarters of coverage / 

Mr. Bauu. In 1956, he would require 10 quarters the first half of 
the year and 11 in the second. 


45622—54 11 











150 SOCIAL SECURITY ACT AMENDMENTS OF 1954 





Mr. Mitus. If we have a new start beginning on January 1, 1955, 
then those farmers would only need six quarters of coverage ? 

Mr. Bauxy. That is correct; with a new start on insured status that 
would be correct. 

Mr. Mis. Is the need for a new start applicable principally to the 
case of an individual who reaches the age 65 in the first year of cover 
age, 1955, or the following year? It does not amount to too much in 
1957 to have a new start. 

Mr. Batu. Well, as you know, the insured status provisions are en 
tirely related to the age of the individual. 

Mr. Miits. I understand that. 

Mr. Batu. So that even in 1957, people who are younger than 65 
would be benefited by a new start. 

Mr. Mirus. My point, Mr. Ball, is this: A person who attains age 
65 in 1957 and who is covered for the first time in January of 1955 
would have an opportunity of obtaining sufficient quarters between 
the date of his coverage and the date of attaining the age 65 to qualify. 
The individual who becomes 65 in 1955 or 1956 would not have that 


opportunity. He would have to work some quarters beyond the 
age 65 ¢ 

Mr. Bau. That is correct. 

Mr. Mirus. Now, the difference between a new start, as I under 
stand it, and the provisions of existing law as amended by this bill 
would be 6 quarters for a new start and it would provide for a new 
start for eligibility with 6 quarters if we do as we did in the amend 
ments of 1950 and 8 quarters under this bill for anyone who attains 
the age 65 after January 1, 1955. That is either 8 quarters or more; 
is that true? 

Mr. Batu. That is correct. 

Mr. Mitts. So that the minimum is 8 under the provisions of the 
bill and existing law whereas the minimum will be 6 if you have a 
new start as in 1950? 

Mr. Batu. That is for people who attain age 65 in the first half 
of 1955. 

Mr. Mriius. That is right. Now, is that the only difference that 
would result if we have a new start for these newly covered people? 
Is that the only difference? Just the two quarters? 

Mr. Batt. That is the only difference for a person attaining 65 in 
the first half of 1955, when we are talking about a new start on the 
insured status, and not on the average monthly wage. Of course, for 
a person reaching 65 in 1956 or 1957, the difference is slightly more. 
A new start on insured status would also result, of course, in weaken- 
ing the eligibility requirements for all persons now past middle age. 

Mr. Mitts. I am discussing eligibility now. 

Mr. Bau. Yes. 

Mr. Mitis. That is the only difference and so really then it is not 
as important as I thought in the beginning that we have a new start 
with January 1, 1955, for eligibility. 

Mr. Batt. As you remember, the new start in 1950 made a tremen- 
dous difference. 

Mr. Mutts. I know it did. 

Mr. Batu. Without a new start, people becoming 65 at that time 
would have needed 28 to 30 quarters of coverage in the first year. 
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Mr. MILLs. My point is that the need does not exist today for a 
new start as much as I might have thought when I first glanced 
the bill. 

Mr. Batu. That is correct. 

Mr. MILs. The difference only amounts to 2 month 
these people. 

Mr. Bauu. It is two quarters. 

Mr. Mitxs. I mean two quarters in the minimum. 

Mr. Batu. That is right. 

Mr. Mirus. It would have been more serious, of course, if we had 
not provided for a new start in 1950? 

Mr. Batu. Yes, and I think the reasoning of both the Department 
and this group of consultants that was advising the Department on 
extension of coverage and this 4-year dropout and new start is that 
in general, although they did not all necessarily take this position, 
but in general their position was that because of the liberality of the 
new start in 1950 on insured status and since so little time had passe “dd 
since then, it was perfectly possible to bring in these new groups 
without granting a new start on eligibility to everybody in the system 
as you would have to do, since you cannot just do it for the newly 
covered. 

Mr. Mitus. It could not be contended, then, that to deny a new start 
to these 1014 million people places them in an unfair situation / 

Mr. Batu. I would think not. 

fr. Perkins. I would think definitely not. We think the proposal 
in the bill actually represents a very generous treatment for the new ly 
covered group of insured citizens. 

Mr. Miuts. It is not as generous as in 1937 or it is not as generous as 
in 1950, of course. 

Mr. Perkins. No. 

Mr. Miuis. But as I was pointing out, the difference in the first 2 
instances amounts to 2 quarters minimum. 

Mr. Perkins. That is right. 

Mr. Mus. So, if that is all the difference there is, it is not enough 
to make too much of a struggle to get provision for a new start? 

Mr. Perkins. That is correct. 

Mr. Miis. Now, let me change to another one of your points on 
the board there. Will you give me in brief, the various components 
that are in the increased benefits? We discussed that briefly the 
other day. I understand, of course, that the formula is changed in 
that it is 55 percent of the first $110 and 20 percent of the remainder 
of the base. Then, you have your new conversion table to guarantee 
everyone a $5 increase at least and then you have this drop-out of 4 
years, which, of course, will affect everyone who is now drawing bene 
fits or who will draw benefits. 

Mr. Perkins. That is those who will draw benefits. 

Mr. Miuts. It does not apply to those who draw them now? 

Mr. Perkins. They come through the conversion table. 

Mr. Mitts. Will that provide them as much of an increase as would 
have occurred under a recomputation of the benefits? 

Mr. Perkins. The conversion table is designed to achieve that, 
roughly. I would point out, of course, that the only way to achieve 
exactly that would be to recompute everybody’s wage. 
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Mr. Miuts. I understand. 
Mr. Perkins. But the conversion table was designed to accomplis 
approximately what the new formula provides. 

Mr. Mitxs. It is your thought that it does treat them equitably ar 
that they are approximately in the same position as if their benefit 
were refigured ? 

Mr. Perkins. That is right. 

Mr. Miuus. What are the other components then in the increased 
benefits ? 

Mr. Perkins. You have covered two of the changes; that is, the 
15 to 20 percent second bracket and the first bracket being moved up to 
S110 instead of $100, and the third change, of course, would be the 
amount of wages taken into account in the average monthly wage. 
That would be $350 instead of $300 and the minimum benefit would 
be $30 instead of $25, and that is re ally it. 

Now, with 1 respect to present beneficiaries, they would all ; vet the 
increase via the conversion table, and with respect to future bene 
ficiaries there are two alternatives. They first have the option of 
computing their benefits under the new formula with the benefit of 
the 4-year drop-out, and as I pointed out to you, if that does not 
proy ide them with as ereat an increase as they would gel by comput 
ing their average wage under the present law and using the conver 
sion table, they have the latter alternative. 

Mr. Mitis. Now, with respect to the primary benefit that we are 
discussing, what is the situation with respect to the wife and minor 
children? Are they changed in the same manner ? 

Mr. Perxins. The ratios in the law are retained, and for the 
existing beneficiaries, they would, in general, receive proportionate 
increases via the conversion table. 

Mr. Minus. We would permit a primary beneficiary to receive 
$108.50 under the bill ? 

Mr. Perkins. Yes, sit 

Mr. Mitus. Do we continue then the maximum family benefit at 
approximately twice the primary benefit, or not¢ Do you understand 
thee xisting law heretofore to have done that? 

Mr. Perkins. By family benefits, you mean the husband, wife, and 
children ? 

Mr. Minus. The overall limitation is what I meant. 

Mr. Perkins. The overall limitation is $190 under this bill. 

Mr. Minis. What is it under existing law / 

Mr. Perkins. It is $168.75. 

Mr. Mus. That is less of an increase, dollarwise, than you provide 
for the primary beneficiary, and also less percentagewise ¢ 

Mr. Perxrns. That is true. 

Mr. Mitus. If you maintained the same percentage increase it would 
be some $215; would it not? 

Mr. Perkins. Yes, sir. 

Mr. Mitts. Why did you not maintain that same percentage in 
crease for the maximum family benefit ¢ 

Mr. Perkins. Let me see if I am clear. The increase for the pri- 
mary worker is from $85 to $108.50 


Mr. Mitts. That is $23.50 
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Mr. Perkins. That is at the maximum level. Now, t 
the family be nefit is from $168.75 to $190. Do you want to speak w 
reference to that overall limitation, Mr. Ball ¢ 

Mr. MILLs. That would have to be a policy decis on, I think, Mr. 
Perkins, as to why you do not maintain the same ratio that we had u 

past of letting the maximum family benefit be approximat 
twice the primary benefit. 

Mr. PERKINS. Well, | would suppose that the answer to that would 
be that it was regarded that the overall limitation should not be raised 
quite as much, and that the treatment for the entire family as a whole 
under this $190 maximum was appropriate in relation to the amount 
of the primary benefit. 

Mr. Mixus. If there is justification for an increase of a certain 
amount for the primary beneficiary, there might we I be, I should 
rg a justification for a comparable increase in the maximum that 

e family could draw. 

Mr. Perkins. I think it is really just a question of how high we want 
to get in absolute terms. 

Mr. Mitts. We are departing from the established practice in the 
past of a maximum for family benefits at about two times the amount 
of the primary benefit. 

Mr. PerKins. Yes; it is less than two times. 

Mr. Mints. Does that rule maintain as you go down the list? What 
is the family maximum in the case of a $77 primary benefit, say, under 
this bill ? 

Mr. Perkins. They would not be hit by the dollar family maximum 
and I would assume for a $77 primary beneficiary, it is still $190. 

Mr. Mitis. The same maximum applies there 

Mr. Perkins. But they would be below the maximum. 

Mr. Mitts. ‘They would be below the maximum; yes. If they had 
enough children, they would go up to it. But the maximum ot $190 
is maintained against the $108.50 primary benefit. My thought is 
perhaps you would want to give further consideration to the $190 
maximum. I think it is well worthwhile that we continue to recognize 
that the maximum family benefits may well equal twice as much as 
the maximum primary benefit. IL hate for us to depart from that 
rule which has been in the law before. When we get into executive 
session, perhaps we will want to discuss that with you a little more 
in detail. 

Mr. Perkins. Yes, sir. 

Mr. Muus. Now, Mr. Perkins, you have in here a provision that I 
should think would be most attractive in connection with the cover 
age of farmers if it is understood by farm people. That is the meth- 
od for covering them and for accounting on their part. In the 
past, many farmers have opposed coverage because of the necessity 
of maintaining records. Many of them have said that they either 
did not want to keep detailed records or that they themselves did not 
feel qualified to kee ‘p records for the Gaovernme nt as propos: ils in the 
past might have required. You simplified the requirements for record 
keeping. 

I would like for you to take just a second or so to discuss at this 
point in the record how simple that method of bookkeepit g@ for the 
farmer will be under the alternate plan set forth in the bill. 
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Mr. Perkins. Under the alternate plan set forth in the bill, it woul 
seem that the only record the farmer would have to keep would be of 
his gross income. 

Mr. Mitts. Well, he does not have to keep that record if he does not 
want to under the alternate plan? 

Mr. Perkins. There would have to be evidence that he had received 
some gross income, 

Mr. Mituts. That is not under the bill as I read it, Mr. Perkins. If 
he has not made the amount set forth in the alternate plan, he can pay 
on the basis of that plan. In other words, if he paid on the basis of 
$900, whether he has made $900 or not, or whether $900 represents halt 
of his gross income or not, he can do that. Is that not possible? 

Mr. Perkins. I do not believe that is true under the bill. 

Mr. Miits. As I read it, it is. 

Mr. Batu. Mr. Mills, I believe the option of reporting on $900 is 
limited to the group who earn more than the $1,800 gross. It is a 
tie-in device. 

Mr. Miuus. I understand. 

Mr. Batu. Now, the group who earn more than $1,800 gross have to 
keep exact records. They are required to figure their net income and 
their recordkeeping problem is just the same as it is now. That is 
those who get more than $1,800. 

Mr. Mus. They do not have the alternative plan 

Mr. Batu. No. The only alternative they have is their net income 
turns out to be less than $900, they may report on $900. 

Mr. Mus. Th: it is the group I am ti ulking about. 

Mr. Baxi. But just from a recordkeeping standpoint, that group 
who earns more than $1,800 gross, does ae to keep exact records and 
ficure their net income. 

Mr. Mus. The alternate plan does not apply to anyone who has 
gross earnings of more than $1,800? 

Mr. Batu. The basic alternative plan does not. There is one other 
alternative and that is what I am trying to clarify. That applies 
even to the group who earns more than $1,800. Farmers who earn 
more than $1,800 gross must always figure their net income; but should 
it turn out that the net income is less than $900, even this group who 
had to figure their net income may nevertheless report $900. But it 
does not help their recordkeeping problem. 

Mr. Mixts. This individual that I am talking about has $1,200 of 
gross income on the farm, and that is his cash income. Do you ac- 
tually require him to keep a record of his gross income or may he say 
at the proper time to pay the social-security tax, “I know my gross 
income was not in excess of $1,800 and therefore I will pay on the basis 
of half of $1,800 or $900.” 

Mr. Batu. No. He must keep a record of his gross income and if he 
picks the alternative, he reports on $600. 

Mr. Miuus. Even though it may be less than $900? 

Mr. Batu. He has to keep it. 

Mr. Mrius. Yes, but he may pay on $900, if the amount of his re- 
ceipts is less than $900. 

Mr. Batu. Could I back up on this and start over again? I think 
that there is a confusion about these 2 situations of gross income over 
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$1,800 and under $1,806, and I think I can clarify it for you if I go 
through it from the beginning. 

The man who grosses more than $1,800, and we will consider him 
and what his proble m is first, must keep exact records and figure his 
no income in every case and just as he does under the income-tax laws, 
he has to figure his exact net income. 

Now, the only option that is open to him, this man who has a gross 
income of over $1,800, is that if it turns out that his net income is less 
than $900, he may either report his exact net income as he figured it, 
or he has the alternative of reporting $900. But now that is true only 
of this man who has gross income over $1,800. 

Now, turning to the man who grosses less than $1,800, he has 2 
complete options. He can keep exact records of net income just as 
under income-tax laws and report that exact amount or he may keep a 
record solely of his gross income and pick the alternative of reporting 
00 percent of that gross. But he must, if he selects that alternative, 
report exactly 5O percent of the OTOSS. He has no option of reporting 
$900. He has to report exactly 50 percent of gross. 

Mr. Mitts. I see, and he must have as much as $400 a year of gross 
income ¢ 

Mr. Batu. He would have to have $800 of gross. 

Mr. Mriuxs. I mean $400 of net income. 

Mr. Batu. Yes: either $400 of net income or $800 of gross. 

Mr. Mitxs. Well, this is considerably more simple, is it not, than 
any plans yet submitted to the Congress for including the farmers? 

Mr. Baru. It is tremendously more simple from a recordkeeping 
standpoint. 

Mr. Mis. That is the point; yes. I hope that it will be sufficiently 
known to farmers during the course of the hearing for them to be 
able to make their decisions with this simplification in mind. 

Now, we are speaking, also, of types of income which is subject to 
tax and, therefore, recipients of that income by definition are either 
included or not included under social security for benefit purposes. 
Personally, I have never wanted doctors to be included under social 
security. The bill does so provide. I have in th e past always voted to 
prevent them from being covered because they have expressed a desire 
not to be covered, and the doctors that I know never retire. They 
may in the cities but in the rural areas, doctors continue to practice 
medicine until they die. 

Now, we are in a little bit of a difficulty here in the bill to prevent 
doctors from being covered, if that is the will of the committee. on 
income derived from their medical practice that they engage in with- 
out at the same time covering them on income which they derive 
from their cattle farm or from their other farming operations. Is 
that not true? 

Mr. Batu. That would be a similar problem, Mr. Mills, to what we 
have now in the professional self-employed exclusion where some of 
their activities may be within the exclusion and some not. It is true. 
There is a difficult line there. 

Mr. Mitts. So many doctors that I know have a farm. I guess they 
have them for the purposes of relaxation as well as profit and some 
of them say there has not been too much profit in it. But if they do 
have income from that farm operation they would be covered on 
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that earning even though we specifically say in the bill that they are 


not covered with respect to earnings from their medical practice; is 


that correct / 

Mr. Batu. That is correct. 

Mr. Miuus. If the committee should decide to exclude medical earn 
ings from the tax, how could we exclude farm income going to those 
in the medical profession from the tax# Could we do that simply or 
not / 

Mr. Batu. I have never really given very much consideration to 
that particular problem, Mr. Mills, because it is the same situation 
that you have throughout the act at the present time. 

Mr. Miuus. But the whole point, as I understand the position of 
the American Medical Association, and certainly the position of doc- 
tors in my own district, is not that they desire to be relieved ot 
coverage on earnings just from the medical profession, but they desire 
to be relieved from coverage on any earnings that they may have, from 
agriculture as well as from the medical profession. 

Mr. Batu. I os it would be difficult to exclude any type of work 
that they happen to be in, merely because they were doctors. Of 
course, many of Paes are covered now. They act as a salaried em 
ployee of an organization. 

Mr. Mitts. If a doctor is president of a bank and happens to draw 
a salary as president, he is covered to that extent now ¢ 

Mr. Bauu. Or if he is a doctor and part of his life he works as 
a salaried employee of an industrial concern, he is covered now and 
then he goes out into private practice and he is not covered. You 
have this in-and-out movement of doctors at the present time under 
the system. 

Mr. Mitis. My point is well taken, that if they are to be excluded 
they will have to be excluded on more than merely income from the 
me Lic ‘al profe ssion ? 

Mr. Batu. If they are to be excluded as individuals, that is right. 

Mr. Rockerreitier. Did you have in mind trying to exclude those 
doctors who work for companies on a part-time basis on a salary ? 

Mr. Mus. No. I had in mind, Mr. Rockefeller, the situation that 
prevails in my own section. I know of very few doctors, if any, as 
individuals who are covered under social security on any income. But 
if we attempt to keep them from being covered and merely exclude 
earnings derived from the medical profession, we will not have ex- 
cluded the doctors in my own area because so many of them engage 
in agricultural activities. 

Mr. Perxins. That is true. 

Mr. Rockere.ier. Could I say one thing on that point, Mr. Chair- 
man? There has been so much discussion of the coverage of doctors 
and as Mr. Mills says so many of them go right on working after 
65 and have not felt they needed protection in their old age. It was 
not mentioned here and in many cases I think it is not thought of, 
but the point is that there is tremendous value for the doctor, the 
young doctors particularly, in the survivors insurance feature of 
this. After having spent so many years of their life in college and 
medical school and then in the internship, either with funds on a 
or using up the funds they have, they come out into practice ofte: 
married and often with 1 or 2 or 3 children and in that early stage 
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of their lives when they have very little in the way of resources and 
have not built up protection for their families, they have no chance 
to put aside something for their wives and their children if the *v die. 

I think one of the things which is most compelling in the admin- 
istration’s mind in thinking of including doctors is that protection 
for the family for the young doctors during those early years. The 
survivors insurance feature of the OASI plan gives them a protec- 
tion which they could not get anywhere else for anywhere near the 
same amount of money. 

Mr. Miutus. Mr. Rockefeller, it would not make any material dif 
ference in on result, the end result, so far as costs are concerned, 
under the bill, if doctors are excluded from coverage, would it? You 
do not have oh increase the percentage of payroll tax, and you would 
not have to increase your base merely as a result of excluding doctors 
from coverage, would you / 

Mr. Rockeretyer. I think that is a fair statement. Our concern 
was for the doctors rather than for the financing of the plan. 

Mr. Miuus. I think some doctors recognize that there might be 
some value to be attained from the survivorship feature of it. But 
the ones I talked to would rather deny themselves any advantage 
that respect than to be covered in other respects. 

Mr. Rockereiter. Perhaps Mr. Perkins would like to add one fact 
there. 

Mr. Perxtns. I would like to add one point with respect to their 
retirement feature. Of course, [ am a lawyer and I think a lot of 
lawyers and doctors sort of feel that they would die with their boots 
on, but we are not so different from anyone else, because the average 
retirement age under the system is 69. 

Mr. Mitts. That is in the medical profession too ? 

Mr. Perkins. The average retirement age of evervbodyv under the 
whole system is 69 and I think it is a fact that is often lost sight of 
in discussing work after age 65. 

Mr. MILs. You bring me now to the broader question that I had 
and that is to find cut whether or not your Department has made 
any recent studies or any studies within the last 5 or 10 years, say, 
of the retirement age of any of these people in the professional life. 
Do doctors retire at 70 or do they never retire and do lawyers retire 
at 65, 70, and so on, or do they continue working? Do you sane 
of any studies that have been made along that line? 

Mr. Perkins. We will certainly try to locate some but we do not 
have any on hand today. We have not made any ourselves, of the 
iv.dividual professions. 

Mr. Mriuus. With respect to the other professions also, I would hke 
to have it. I think that in rural areas, it might be accurately stated 
that doctors do not retire. Many of the lawyers do not retire in rural 
areas as much as they do in other sections. As long as they are able to 
advise and practice, they generally sit at their desks and go to the court 
and practice, 

Mr. Kran. They do die and leave survivors, unfortunately. 

Mr. Mruius. Yes. We discussed that a moment ago. 

Mr. Batu. There is this point about the system generally that might 
not be completely understood by the public, and that is the extent. to 
which the people who are on our rolls now (that is with industrial 
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worker coverage and the self-employed), are there really because they 
are not able to work, rather than that they have retired voluntarily to 
enjoy leisure in old age. In recent surveys that we have conducted of 
the present beneficiaries, about two-thirds of the retired workers 
replied that they were unable to do even part-time work, and the point 
I am making here is that with doctors and other professional groups, 
too, retirement is not always a voluntary thing. ‘This system, of course, 

would offer them protection if after age 65 they were unable to carry 
on as the sy had in the past. 

Mr. Mus. I had one other question, Mr. Perkins, with respect to 
the coverage of these State and local employees who are already under 
a retirement system. The question of how many participate in the 
vote is an important thing. The bill requires a favorable vote by two 
thirds of those voting. Is that soimportant or would it be just as satis- 
factory if we said two-thirds of those in the system had to vote favor 
ably in order to come under social security ¢ 

Mr. Perkins. We think it would make quite a difference and that 
it would be extremely difficult to get two-thirds of those in the system 
to actually attend the meeting and show up and vote affirmatively. 

Mr. Mitis. The point is that two-thirds of those voting might be 
less than 50 percent of those in the system, too? 

Mr. Perxins. That is a possibility. 

Mr. Mixts. Is there some alternative to either your approach in the 
bill or the suggestions made by me that would guard against less than 
half of those participating under some program deciding whether the 
entire number would be included under social security 4 

Mr. Perrys. I believe Mr. Kean the other day came up with a sug- 
gestion of having two-thirds of those voting, but it must be a minimum 
of 50 percent of the entire membership. This is, of course, one type 
of alternative that could be used. 

Mr. Mitts. I remember his suggestion, but I wondered if you people 
had gone further in consideration of it, and whether you had some 
suggestions. 

For example, the teachers in my State are very concerned over this 
problem right now. It has been suggested by those who head the 
retirement system for teachers in my State that they would be per- 
fectly willing for the Congress to pass the provision if we said that 
two-thirds of those in the system had to make the favorable decision. 

Mr. Perkins. In general, we feel that they have nothing to fear, if 
they are willing to show up and vote. 

Mr. Mitts. We had that same argument in 1950, and we had legisla- 
tion then on that subject but these same people went to the Senators 
and prevailed upon them to strike out the provision altogether because 
of the fear that they then had. I wondered if anything had happened 
in the meantime to cause them to change their position? They have 
not changed it in my State and I wondered if they had changed it 
nationally ¢ 

Mr. Perxins. No, they have not, but we advocate the position that 
is here. 

Mr. Mitts. We will have to meet it somewhere along the line, either 
in executive sessions of this committee or in conference with the Senate, 
because they are still fearful of this provision. Either it will or will 
not be accepted by the Senate or we will have to offer some compromise 
along the line to get anything in the law. 
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Mr. Eseruarter. We seriously discussed making it 75 percent, and 
the suggestion was to make it 75 percent of those eligible. 

Mr. Mutts. I believe that is right. 

Mr. Kzan. I have been talking to these groups and they do not 
seem to be especially opposed to the suggestion that I m: ade of two- 
thirds of those voting, but more than a majority. I have talked to 
both groups as far as New Jersey is concerned, and they say they are 
not for it, but they are not especially or strongly opposed. 

Mr. Mus. I wondered why, Mr. Perkins or Mr. Rockefeller, we 
specifically exclude policemen and firemen and we do not exclude 
others who may have the same desire to be excluded from this oppor- 
tunity. Last time, the teachers were equally anxious to be excluded 
from even this right to vote. Now, we say that only firemen and 
policemen will be excluded. 

Why do the firemen and policemen object to even this opportunity 
to vote on whether they come in or not? 

Mr. Perkins. As I understand their reasoning, it is just a fear, 
rational or otherwise, that they will suffer a decrease in the rather 
liberal retirement plans which they have been able to achieve on their 
own in their own States. 

Mr. Mus. That is exactly = objection now that is being raised 
by teachers in my own State, and why should they not be excluded 
then? Is there any more ‘ustific ation for fear of police emen and fire- 
men systems being reduced than teachers in some States? 

Mr. Perxrns. I think there is a difference in that these extrahazard- 
ous occupations have been treated differently. 

Mr. Mriuts. You mean for retirement ? 

Mr. Perkins. Yes. 

Mr. Mitts. They retire earlier; is that not right? 

Mr. Perkins. That is right. 

Mr. Mus. Is it not a fact that most policemen and firemen are 
eligible for retirement at 50 or 55 years of age, and if you do exclude 
them you specifically bar them from coverage under social security at 
50 or 55 and they can then seek employment in some type of covered 
employment and they not only can get their benefits from local retire- 
ment fund but they can also get benefits from social sec urity, too? 

Mr. Perkins. Yes. 

Mr. Mrs. Is that not true? 

Mr. Perkins. Yes. 

Mr. Mitts. Is that at the heart of the objection on the part of police- 
men and firemen to being included or having the opportunity of being 
included, under social security? They just pay social security taxes a 
little longer. I wonder if that is not the crux of their objec ‘tion ? 

Mr. Perxrys. I do not think I could speak for them. 

Mr. Mrs. Well, they will be here, I guess. 

Mr. Mason. I just have two questions that have arisen in my mind. 
The first has to do with this increased base from $3,600 to $4.200. The 
increased base will bring in, according to the Secre tary, as I under- 
stood her testimony, additional finances which will benefit the finan- 
cial situation of the fund. I have done a little figuring and in my 
estimation the increased liabilities to the fund will exceed the increased 
benefits to the fund in receipt of this extra money from this extra $600. 
Have you figured that out? 
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Mr. Perkins. When you say “increased liabilities” sir, you mean 1! 
creased liabilities in re spect of solely this increase to $4,200 ? 

Mr. Mason. Yes. Here is a young man, at 20, and he goes into 
covered employment and is earning $4,200 and he will pay on that 
$4,200 until he is 65, and then he will retire. Now, then, the questior 
is whether he will not draw more from the fund on his life-expectancy 
basis than he has paid into the fund on account of this extra $600. 

Mr. Perkins. No, sir; not when you take the individual and his em 
ployer together They are paying eac h at the prese nt time : 1 Z-pe reent 
tax, and this would be increased according to the schedule. When you 
combine those two taxes on the additional $600, the actual income 
would exceed the outgo that would be there in that respect. 

Mr. Mason. Would you please figure that out for me as a specific 
example so that I will know that he and his employer will pay as much 
or more into the fund than he is going to draw out? 

(The information is as follows:) 


This statement will present an analysis of the question raised by Mr. Mason 
taking into account variations in such factors as interest rate, mortality basis 
retirement age, and marital status In all cases, it will be assumed that the 
individual survives to retirement age so that no account is taken, on the one 
hand, of survivor benefits for death before retirement or, on the other hand, the 
offsetting item of “forfeiture” in respect to individuals who die leaving no de 
pendents eligible for monthly benefits. 

First, considering the case of a man who enters the system at age 20 in 1955 
and retires at age 65, the total employer-taxes paid in respect to him on earnings 
between $3,600 and $4,200 amount to $1,710; if he were to enter in or after 1970, 
when the ultimate rate scheduled in the law is reached, the corresponding figure 
would be $1,890 It is, of course, impossible to cite any single figure as the life 
expectancy of a man age 65. Two reasonable bases are the United States white 
male life table for 1948 and the standard annuity table (used in recent years to 
a very considerable extent by insurance companies). These tables show a life 
expectancy at age 65 of 12.36 and 14.40 years, respectively. Since the additional 
benefit arising from raising the wage base from $3,600 to $4,200 is $10 a month, o1 
$120 a year, the corresponding aggregate of additional benefits payable would be 
$1,488 and $1,728 according to the two morality bases It will be observed that for 
this case the additional benefits are slightly less than the additional employer 
employee taxes at the ultimate rate and about the same or less for the scheduled 
graded rates 

















The preceding analysis, however, is not on a really appropriate basis since 

nterest is ignored. Thus, on the one hand, the contributions payable over the 
‘5 year period would be accumulating a considerable amount of interest. On 
the other hand, at retirement age a somewhat smaller sum would be necessary 
to pay the benefits over the period of 12 or so years, since some interest would 
be earned on the “fund” for the individual’s benefits. Taking into account 
interest at 214 percent, the accumulated taxes paid by employer and employee 
combined on the additional $600 of wages would amount to $2,990 for the 
entrant in 1955 and to $3,446 for the entrant in 1970 or after. As against this, 
the present value of the additional benefits would be $1,235, according to the 
United States white male life table for 1948, and $1,382 for the standard annuity 
table. In this case, the addi it onal benefits as related to the additional taxes 
would be only about a third as large 

Still other factors might reasonably be taken into account, such as the addi 
tional benefits payable if the individual is married (namely, to his wife, and 
subsequently to her as a widow after his death), and, on the other hand, the 
postponement of retirement beyond age 65 (which results in lower cost because 
of more contribution income and then a shorter period of benefit outgo),. Thus, 
considering a man who enters the system at age 20 in 1970 or after and con- 
tinues at work until age 69 at the maximum wage and who has a wife 4 years 
younger than himself, the accumulated amount of the additional contributions 
(at 2% percent interest) as of age 69 would be $4,003, while the present value 
of the additional benefits payable to his wife and himself would amount to 
$2,172 or only about half as large. 
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Mr. M 1son. The second question I had in mi 
farmers and doctors and lawyers who have 
their earning capacity, Will they hot really 
these who work in industry and practically all 
now will say you must retire at 60 ¢ 

Here is a doctor and here is a lawyer who has just reac 
peak of his earning ability at 60 or 65, and he is now capitalizing on 
his experience, and so forth. He is now drawing much larger fees 
than he ever did before. He is not going to quit at 65 14 he is in 


good health. He then will not quit until he is T0 or 75, o1 aybe he 


} 
he adoctol 


will never quit, like the ventleman from Arkansas said t 
down his way do. 

What advantage are they going to have out of this fund besides th 
insurance for their wife and children in the early years ¢ 
Mir. PERKINS. Well, IL think that you have made a point that s 


true, that if you take a lifetime of a doctor who does work to bo, as 


compared with a lifetime of a factory worker who 1s compelled to 
retire at 65, the fellow who is compelled to retire at 65 actually gets 
more out of it than the doctor does. But there are several] points W 
respect tothat. Ihave already pointed out that the average retirement 
age under the system is really Ov. 

Mr. M \SON. Sut that average retiremel s ben | cul 
along, as all of these large industries are beginning to say, “Now 


right 


it Vi 
= 9 you 
must quit at 65. 

Mr. PERKINS. I do not think that there has bee) any indication of 
a decrease so far. It has been maintained constantly. 

Mr. Mason. | know several large industries in my district who, in 
the last 2 or 3 years, while they previcusly did not have a forceful 
retirement, now say, “You must retire,” and they are retiring them at 
that age. That is evidently spreading all over the country. 

But doctors and lawyers and farmers have no automatic retirement 
age and they naturally continue to work after 65. I am talking about 
the self-employed, of course, and not the farm labor. So they are 
going to be at a disadvantage if they are forced to come into th 
system. 

Mr. Perxins. There are two further points, of course. There are 
many individual self-employed people like shopkeepers today, and SO 
forth, who may retire very late in life, so that 1 think it is not a com- 
plete picture to pick out the doctors and the lawyers who would come 
in under this bill. And that situation exists with respect to the little 
fellow who owns a laundry who may continue to work well beyond 
that age. 

1 would like to mention another point, just from the philosophical 
point of view. Assuming that the doctors are covered under this bill. 
if a doctor started his earnings at age 30, perhaps after he had com 
pleted a long-term internship, and so forth, he would actually start 
contributing to the system at a later date than perhaps the factory 
worker who might begin at 19 or 20. Their life pattern is different. 
wonder whether it is an injustice really to this doctor, who has chosen 
a profession which does enable him to continue working; actually he is 
in a very good position in that he does have this capacity and the 
type ot job which enables him to continue his earnings, whereas in 
our industrialized society I think this tendency toward compulsion to 
retire at age 65 1s something that does have to be considered. 
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In effect, I think that the system may be geared to take into account 
the differences in our job pattern that does exist. 

Mr. Mason. That is all, Mr. Chairman. 

Mr. Kran. You were talking to Mr. Mills about the State and 
municipal employees. There is one point that I think ought to be 
corrected in the bill. I do not know exactly how we are going to do it, 
but that is the question of the State and local employees who belong 
to systems in which the position that they are working in is covered 
but they cannot get in on account of the fact of age or some othe 
requirement, and they are not in the system. 

Now, in our county of Essex in New Jersey, half of the county em 
ployees are not eligible for the local pension fund. I hope that you 
will think over before we get into executive session some method by 
which that large number of people who are very anxious to get in can 
get into the system. 

Mr. Perxtns. I think that that is a very good point, sir. 

Mr. Curtis of Nebraska. I have just a few questions. In the ques 
tioning brought out by Mr. Cooper, Mr. Perkins, you listed seven 
points in which the Department felt there were reasons for not ex- 
tending benefits to the present aged who do not now draw benefits. 
I want to assure you that the questions I ask are not in any sense rebut 
tal or argumentative, but since it has been brought up in the record 
here I just want to ask a few further questions about it. 

Now, as I understand your first point was that you raised the ques 
tion of costs and blanketing in the aged, and I believe the question was 
raised, “How are you going to pay for it?” 

Now, I am aware that you cannot bring social-security benefits to 
the people without having it cost something. But how do you pay for 
any benefit that is given now under OASI? 

Mr. Perkins. It is paid for by the contributions levied in the form 
of taxation on employees and employers and self-employed persons. 

Mr. Curtis of Nebraska. And it is paid for largely by the taxes of 
the younger workers rather than the retired, is that not correct ? 

Mr. Perxrns. The benefits of older people now retiring after short 
periods of work are being paid for in large part from contributions 
other than their own. 

Mr. Curtis of Nebraska. Let us take the case of the individual who 
is paid the maximum, and it was brought out in the record this morn 
ing that he could not have paid in more than about $600 if he paid 
from the beginning of the system to last year, and he has a spouse 
living, and the two of them have a benefit of total expected value of 
around $18,000. Now, that means that the greater share of that bene 
fit, or that maximum benefit, is paid for by taxing the younger workers 
who ace still producing, is that not true? 

Mr. Perkins. And their employers, yes, sir. 

Mr. Curtis of Nebraska. And the self-employed ? 

Mr. Perkins. Yes. 

Mr. Curtis of Nebraska. Now, you also made the statement that, if 
we blanketed in, there would be some depletion of the trust fund. Is 
that not true of every person that retires and draws OAST benefits 
at the present time and for some years to come? 

Mr. Perxrins. Yes, sir. 
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Mr. Curtis of Nebraska. So when someone pays $81 and draws out 
upwards of $17,000, or even $10,000 or $15,000, that depletes the trust 
fund, does it not ? 

Mr. Perkins. Yes, sir. 

Mr. Curtis of Nebraska. So on your question of how you are going 
to pay for it, the difference between blanketing in and the people who 
have already vag is a relative situation, is it not? 

Mr. Perkins. Well it is relative, and there is also this basic dis- 
tinction: That at least those who are now retiring with benefits dispro- 
portionate to their contributions, have come in via the approach that 
Congress has laid down, namely, that they have a work record and 
that they have paid some contributions. And Congress has drawn 
a line which is a fairly liberal line in the sense that it is a low number 
of quarters of coverage. But there is, in addition to the matter of 
degree, a point that these people have fallen within the line that the 
Congress has drawn. 

Mr. Curtis of Nebraska. I understand some of them fall outside 
the line ? 

Mr. Perkins. Yes, sir. 

Mr. Curtis of Nebraska. And they pay taxes, too, is that not cor- 
rect ? 

Mr. Perkins. Yes, sir. 

Mr. Curtis of Nebraska. And that is true of widows. The date of 
the husband’s death has caused some to fall in the line and get benefits 
and some with an equal or greater amount of taxes paid to fall outside 
the line, is that not true ? 

Mr. Perkins. That is possible; yes, sir. 

Mr. Curtis of Nebraska. So, while it is true that to put an unpro- 
tected aged on the OASI rolls it does deplete the fund, so does it de- 
plete the fund also to put anybody on, even the individual who has 
paid from the beginning of the system; is that not correct? 

Mr. Perxins. At the present time, you are speaking of, yes, sir. 

Mr. Curtis of Nebraska. And will for 10 or 15 or 20 years? 

Mr. Perkins. Yes. 

Mr. Curtis of Nebraska. So, while you have some beneficiaries that 
have paid for 4 percent of their benefit, and some paid for 2 or 3 or 1 
percent, to that extent their benefits are not being paid by the younger 
workers and employers and self-employed. 

Now, in the conversion table that was adopted in 1950, and in 1952, 
and the one proposed now, how will those benefits be paid ? 

Mr. Perkins. They will be paid out of the general income of the 
fund. 

Mr. Curtis of Nebraska. They will be paid by the younger workers 
whether they be employed or self-employed and by the employers; 
is that correct ? 

Mr. Perkins. Yes. 

Mr. Rockrretter. When you re fer to “younger wor kers” of course 
the older workers who have not ek are paying in too, but it is 
paid by all of the workers. 

Mr. Curtis of Nebraska. I mean the nonretired worker. 

Mr. Rockere ter. By all of the workers; yes. 

Mr. Curtis of Nebraska. Another point that you mentioned was 
that to do this would weaken the principles of the old-age and 
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survivors insurance system. Did the conversion table in 1950, whic 
gave an added benefit without the payment of any tax or taking int 
recount any additional work done—did_ that weaken the basi 
pl Inciples of OASI 4 

Mr. Perkins. It did not impinge upon the basic principle that 
eligibility depends upon some work record and some contributions. 
Phat principle was maintained. 

Mr. Curtis of Nebraska. Yes; well, that principle was established 
and they got a benefit / 

Mr. Perkins. That is right. 

Mr. Curtis of Nebraska. Then Congress came along and gave an 
additional benefit on it ? 

Mr. Perkins. Yes, sir. 

Mr. Curtis of Nebraska. Now, did the act of Congress weaken the 
OASI system ¢ 

Mr. Perkins. It does not appear to have. 

Mr. Curtis of Nebraska. And did the conversion table in 1952, 
where we gave additional benefits on top of the original one that 
they got on their work record, the one that Congress gave them 1) 
1950, and now we have another in 1952—did that weaken the OASI 
system ¢ 

Mr. Perkins. I do not believe any more so than the other one did, 
and I think the rationale that the Congress adopted was, it was a 
adjustment of benefits being paid to people under this contributory 
system, 

Mr. Curtis of Nebraska. Now, when you are proposing anothei 
conversion table to give these beneficiaries, some of whom have bee 
on there a long time and already have gotten these two additional 
benefits, you are not proposing to weaken the system; are you 4 

Mr. Perkins. No, sir. 

Mr. Curtis of Nebraska. Now, in the final action taken by those 
groups that were involved in the Gearhart amendment, the dispute 
was whether or not they were employees or self-employed, and one 
Congress said they were going to adhere to the common-law rule of 
employment, and those people were out. Later on Congress said. 
“No, we are going to consider those people as having been employed 
all of the time.” 

‘There were people, then, that got a benefit on a reconstructed work 
basis and without any tax being paid; is that not correct 4 

Mr. Batu. Yes; that is correct. 

Mr. Curtis of Nebraska. Did that action weaken the OASI system, 
the last action ¢ 

Mr. Bau. Did you say “without a work record”? I am sorry, 
“under the Gearhart resolution” ¢ 

Mr. Curtis of Nebraska. No. They had a work record, but it was 
reconstructed in a sense because it was not maintained as an employee 
in every instance. 

It was a reconstructed work record: was it not? 

Mr. Batu. No; if 1 have in mind the group that you are referring 
to—— 

Mr. Curris of Nebraska. I will say in this way: They did so with- 
out the payment of any tax? 

Mr. Batu. That is correct. 
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Mr. CurTIS ot Nebraska. Now, when a benefit was extended 
that group without the payment of any tax, did that weaken 
OASI system ¢ 

Mr. Perkins. I think probably it is fair to say it did have 
tendency to. 

Mr. CurRTIS of Nebraska. Now, I will not ask that question about 
the extension of benefits to the veterans without the payment of a 
tax because I think that the public generally accepts the proposition 
that veterans are entitled to considerations when nonveterans are 
not. 

Now, is it not true, Mr. Perkins, that when Congress e1 — the 
Railroad Retirement Act, at that time, they made possible the placing 
on the benefit rolls of railroaders who had alre: ady retired when the 
act was passed ¢ 

Mr. Perkins. That is true, but there were some very unusual cu 
cumstances surrounding that. 

Mr. Curtis of Nebraska. It did not destroy their contributory sys 
tem, though, did it ? 

Mr. Perkins. They were already receivin 
systems, and they were absorbed into the railroad-retirement system 
because of the financial difficulties of their own systems. 

Mr. Curtis of Nebraska. So far as the Government collecting funds 
by taxation and paying benefits, they were blanketed in, were they 
not ¢ 

Mr. Perkins. They were blanketed in, you say / 

Mr. Curtis of Nebraska. Yes. 

Mr. Perkins. Well, I think we must define exactly what we meai 
y “blanketed in.” 

Mr. Curtis of Nebraska. We will avoid the term, then. 

The fact remains that so far as the Railroad Retirement Act was 
coneerned, which Congress passed, they did provide for payment ot 
benefits from the funds collected under that act to people who were 
already retired, did they not? 

Mr. Perkins. To people already retired, with work records, who 
were eligible for railroad retirement under their own systems. 

Mr. Curtis of Nebraska. But there was no tax paid? 

Mr. Perxrns. There was no additional tax paid. 

Mr. Curtis of Nebraska. And no retroactive tax paid by them or 
for them, was there? 

Mr. Perkins. No. The test of eligibility under their existing re 
tirement plans decided whether they would be taken in and absorbed 
by the railroad-retirement system. 

Mr. Curtis of Nebraska. But the Railroad Retirement Act is still 
a pretty good contributory system, is it not? 

Mr. Perkins. Yes, sir. 

Mr. Curtis of Nebraska. Now, one of the other points that you 
made was, I believe, that to extend the benefit to the present aged 
would increase the pressure for the payment of benefits from general 
funds. I want to commend the Secretary on her position against 
paying OAST benefits out of gener: al funds. 

I think the system ought to pay its own way. I believe, if we are 
going to have a national system of social security, that it should 
pay its own way. But in the absence of blanketing in, or—I will 
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withdraw that, and put it this way: If we do not blanket in the 
present aged, is that any assurance that the general fund of the 
Federal Treasury will not be called upon to pay benefits? 

Mr. Perkins. No, sir; there can be no such assurance, of course; 
but there does seem to be, I would think, from my own personal ob- 
servation, a general acceptance of the system today which does give 
some cause for belief that, if continued on its present basis, that will 
not be done. 

Mr. Curtis of Nebraska. That is why I am so delighted in the 
Secretary’s position against the use of general funds to subsidize the 
system, because it is a new departure in executive policy. 

I have here the hearings before the Ways and Means Committee 
on social security, 79th Congress, 2d session, volume 1; on page 17 
here is what Mr. Altmeyer said: 
You notice that we recommend that, if you have all-inclusive coverage, there 
ought to be eventually a contribution out of the general tax revenue to support 
this insurance system, because of the savings that will result, and in order to 
overcome this inequity that you mention of making young insured workers pay 
for the cost of taking care of the older ones who are brought in now. 













































































I will not take the time, but there are many quotations, some of 
them spelled out in rather detailed questioning that the leaders in 
planning and developing this program intended and spoke for and 
planned that this system, when it reaches a point, shall be subsidized 
by the General Treasury. 

I want to read a sentence from the recommendations for social- 
security legislation by the Advisory Council to the Senate Committee 
on Finance, Senate Document 208, 80th Congress, 2d 
quote: 


























session, and I 











Old-age and survivors insurance benefits should be planned on the assumption 
that general taxation will eventually share more or less equally with the em 


ployer and the employee contributions in financing future benefit outlays and 
administrative costs. 




















Well, I wiil not fill the record with any further quotations, but 
there are many of them. 

I again congratulate the Department on the firm stand they have 
taken against it. I think our program should be self-sustaining. 

I will ask this question: Is not this pressure or tendency to want 
to subsidize the system out of general revenue something that may 
always be with us and we shall have to resist it; is that not correct? 

Mr. Perxiys. I think it is fair to say it will always be with us, 
but I think its degree is going to depend directly on what Congress 
does with the system. I think that, as I indicated, I think there is 
a general acceptance of the system on the basis of financing it as 
it is done today. And I think that the Secretary’s fear on this point 
is one that arises out of what would happen if the rules of the system 
were markedly changed along the lines of doubling the number of 
beneficiaries at the present time, including people who have been 
supported from general revenue. 

Mr. Curtis of Nebraska. Now, another point you mentioned would 
be the belief that it would create additional pressure for increasing 
noncontributory amounts. What are “noncontributory amounts”? 
Is that the difference between what an individual’s taxes would buy 
for him and what he actually gets? 
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Mr. Perkins. No. I think that that was a very loose phrase and 
poorly phrased. All 1 meant was that if there is a flat minimum 
benefit payable to everyone, irrespective of work record, there might 
be a difficult problem of pressures for increasing this flat benefit. 

Mr. Curtis of Nebraska. For increasing that ? 

Mr. Perkins. Yes. 

Mr. Curtis of Nebraska. Well, do you have any pressures now for 
increasing benefits to people beyond what they have paid for? 

Mr. Perkins. Yes, those pressures will always exist; but, under 
the present system, with benefits geared to wages, it is a somewhat 
different situation, and I think a radically different situation, from 
what it would be if this were a flat benefit. 

Mr. Curtis of Nebraska. When you say that they are “geared to 
wages,” do you mean that they have had some work in an occupation 
covered by social security ? 

Mr. Perkins. That is right. 

Mr. Curtis of Nebraska. But they are not geared to taxes paid? 

Mr. Perxrns. Well, only in the sense that over the long term, taxes 
are geared to wages and benefits are geared to wages; so that over the 
long term there will be a relationship between the benefits and contri 
butions. 

Mr. Curtis of Nebraska. Some 40 or 50 years from now, the situa- 
tion will be quite different. 

But there was nothing additional paid into the fund when the Con- 
gress voted additional benefits of about $5 billion in 1950 and $3 
villion in 1952 and $3 billion proposed now. 

Do you think that that pressure would be increased if we had more 
beneficiaries on the rolls? 

Mr. Perkins. I do not think that I meant to put it that way. I 
think the Secretary’s point was that, if we get away from a wage- 
related system, the problem posed of fixing benefit amounts is very 
different from that which exists with a wage-related system. 

In other words, if we preserve the principle of wage relationship, 
we are faced with a different set of problems and questions than we 
are if we were to abandon it. 

Mr. Curtis of Nebraska. Now, I believe you gave as one of your 
other reasons that it would have little effect on lessening the public 
assistance. Now, you did not mean that it would have little effect on 
the Federal Government’s participation in public assistance; did you? 

Mr. Perxrns. No, sir. 

Mr. Curtis of Nebraska. How much does the Federal Government 
provide in public assistance in any one case at the present time? 

Mr. Perkins. The Federal Government provides $35 out of a max- 
imum of $55 payment. 

Mr. Curtis of Nebraska. Well, now, if unprotected aged were given 
an OAST benefit of $45 and you stopped making the grants to the 
States to meet their caseload at $35, it would affect or wipeout the 
Federal Government’s participation in old-age assistance? 

Mr. Perkins. Yes, sir, the Federal Government’s, yes. 

If I made the statement “little effect on public assistance,” I was 
thinking of it as a total problem; Federal, State, and local. 
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Mr. Curtis of Nebraska. Let us consider it as a total problem. Mr. 
Cooper inquired about this matter, and some reference was made that 
you would still have 66 pe rcent of the load. 

Mr. Perkins. Yes, s 

Mr. Curris of Noakes. Now, as a matter of fact, the average old- 
age-assistance payment in Tennessee is only $36.10. If the Federal 
Government put those people under title II at $45 a month, in Mr. 
Cooper’s statement, it would take care of the greater share of their 
load, would it not ¢ 

Mr. Perkins. In that particular State, I do not know what the dis 
tribution of payments is; but there would be many of those who would 
be getting over the $45. 

Mr. Curris of Nebraska. What is the average payment over the 
country under old-age assistance ¢ 

Mr. Perkins. The average is about $50, in that neighborhood. 

Mr. Curris of Nebraska. Now, the average is about $50. And in 
my bill I suggested an OASI benefit of $45. Now, that would relieve 
the States and localities entirely from any obligation in those cases 
where they got less than $45, or could very likely, would it not? 

Mr. Perxins. In those cases where they were getting less than $45, 
it would. But when you take an average, we have to keep in mind 
that, if the average payment is $50, that means that more than half 
of them, considerably more than half of the cases, would exceed the 
$45 level. That is how the 66 percent figure is derived. 

Mr. Curris of Nebraska. I doubt if it is. I do not think in reality 
it would work out anything like that, Mr. Perkins. I just do not be- 
lieve that could be maintained. If we paid the unprotected aged and 
took care of all of those people, and gave them a $45 title Il benefit, 
I do not believe you would have 6624 percent of your load still there. 
You give the individual recipient a c choice of going under old-age as- 
sistance with its needs test, and with the welfare workers coming into 
the home and asking the old person : “Do you need these glasses” or 
“clo you need this much food,” or “Can’t your son pay some ething,” or 

“Did he give you $5 last month.” If they have a choice between that 
or taking some OASI payment which is theirs without any needs test, 
and the acceptance of it will not prohibit their children and their rela- 
tives and friends of contributing to their need, I do not believe you 
will have 6625 percent, or any such figure as that left on your load. 

Now, there is another thing. It would not have the effect of show- 
ing the true cost of the system. On that I will agree that it will not 
show the absolute true cost, but it will indicate the true cost much bet- 
ter than the present method of paying benefits to only a minority of 
the aged. 

I believe it would be easier to judge some things about the cost of 
the system if you have a large number of beneficiaries than if you 
have just a small number. Do you agree with that? 

Mr. Perxrns. I personally think that there is such a wide discre »p- 
ancy, that is, there would still be such a wide discrepancy between the 
ultimate cost and the current cost that it really would not make much 
difference. It seems to me that the heart of the thing is that you have 
to rely on actuarial estimates, so that I do not really think it would 
be any easier or any different. I think you would have to look at the 
long-range cost estimates in order to get the true picture. 
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Mr. Curtis of Nebraska. Well, now, here, how many beneficiaries 
do you have now / 

Mr. Perkins. About 6 million. 

Mr. Curtis of Nebraska. Suppose that you added another 5 million, 
then you have 11 million. Would it give Congress more pause in de 
ciding what was a proper conversion table maximum and minimum 
amount of benefits if they had to apply it to 11 million instead of 6 
million ? 

Mr. Perkins. I am not certain. I would certainly think that the 
Congress would never make any benefit change without getting a 
detailed long-range cost estimate, which is exactly the same process 
as we go through today. 

Mr. Curtis of Nebraska. I think that is correct, and I think that 
they should look into those long range costs 

Now, 1f Congress is faced with a ee: - voting an increase, 
and if that increase is only to be ap p lied toa nall perce htage of the 

aged, as compared to that increase being ap pli ed to nearly all of the 

aeea. 3 is it your view that the smaller the number of the aged would 
give the more accurate estimate of what the system we are dealing 
with would cost ? 

Mr. Perkins. No, sin 

Mr. Curris of Nebraska. Another point raised was that if two sys 
tems, as bad as it sounds, were put together it might work better. 
do not think anyone is Suggesting a merger F the systems, to have a 
system, half OASI and half ol l-age assistume 2. But | do hot bel eve 
that that point or any other point along this line answers the question 
of the individual equity involved. I do not believe any of those points 
give the answers to the individual who was unable to enter the labor 
market and take advantage of the 1950 act, and who has not had a 
chance to work and pay in $81 as compared to their neighbor who 
could do that. 

Over half of these aged are widows. I believe over half of them are 
past age 75; I am sure that they are past 70. 

Now, I have a word about the disability provision in the Reed bill. 
So far as the Reed bill is concerned, it would call for a finding of who 
was permanently and totally disabled, is that correct, or just totally 

Mr. Perkins. Subject to a total extended disability. 

Mr. Curtis of Nebraska. What would that be used for insofar as 
the Reed bill is concerned ? 

Mr. Perkins. That would be used to ascertain whether or not that 
individual should have his wage reeord preserved and his benefits com 
puted on the basis of the existing wage rec ord at the time he became 
disabled, so that when he became 65, he would not receive a benefit 
diminished by the absence of inte rvening wage « redits or lose his bene 
fit rights entire ly | V absence of insured status 

Mr. ( ,UR Tis of Ne braska. It would make a determination of the peo- 
ple over the county W ho are totally disabled, would that be right f 

Mr. Perkins. Yes: under aaa definition of extended total disability. 

Mr. Curtis of Ne braska : nder that system W see there be a deter 
mination of everybody that was totally disabled for an extended period 
if at the time it went into effect they were not sithe r self employed or 
on anyone’s payroll ? 
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Mr. Perkins. No; wait a minute. Excuse me. Would you again 
repeat the question ? 

Mr. Curtis of Nebraska. I will state it this way: Take the case of 
individuals who as of today become totally disabled and it appears 
to be for an extended period. Let us assume the Reed bill is passed, 
At the time the Reed bill becomes effective, they are not engaged in 
self-employment and at that time they are not an employee. Will 
the determination be made that they are totally disabled ? 

Mr. Perkins. Yes; the provision is retroactive for people who were 
within the system prior to enactment of the Reed bill. I am not clear 
whether you are taking the case of a person whose job was fully cov- 
ered, and I assume you are taking the case of a man who was in the 
system. 

Mr. Curtis of Nebraska. If they were in the system, it is retro 
active ? 

Mr. Perxrns. Yes, sir. 

Mr. Curtis of Nebraska. How far? 

Mr. Perkins. It is retroactive to the point at which they would have 
sufficient years of coverage to be eligible under this provision. The 
provision, as drawn, is substantially similar with respect to eligibility 
requirements as the provision that Congress enacted in 1952, that is, it 
requires a 5-year or 20- -quarter work period plus a requirement of cur- 
rently ins sured status. 

It would go back. I think in order to be eligible somebody would 
have to go b: ack to 1942 to give them 5 years of coverage or 20 quarters 
between 1937 and 1942 in order to meet the test. It would go back as 
far as that to pick up retroactive cases. 

Mr. Curtis of Nebraska. What is the situation of the individual 
who has never been under the system? Suppose it is a dentist. He 
is totally disabled now. It appears to be for an extended period, and 
the Reed bill is passed, we will assume. 

How would the disability provision affect him ? 

Mr. Perkins. Since he does not have a work record, or wage credits 
under the system, it would not affect him. 

Mr. Curtis of Nebraska. So, if his disability extended on into the 
future, he still would not be covered ? 

Mr. Perkins. We are still assuming he has never been in covered 
employment. 

Mr. Curtis of Nebraska. In other words, so far as the people who 
are disabled as of the time this goes into effect, it would only benefit 
those who have been heretofore covered by social security ? 

Mr. Perkins. That is correct. 

Mr. Curtis of Nebraska. But the cost of it would be borne by all 
of the OASI taxpayers? 

Mr. Perkins. That is — 

Mr. Curtis of Nebraska. Now, the Reed bill does not recommend 
the payment of disability benefits, does it? 

Mr. Perkins. That is correct. 

Mr. Curtis of Nebraska. And the Department does not recom- 
mend it? 

Mr. Perkins. No, sir. 

Mr. Curtis of Nebraska. But the finding as to who is disabled 
would be there if this bill passes, would it not ? 
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Mr. Perkins. You mean there would be a procedure for deciding 
it; that is correct. 

Mr. Curtis of Nebraska. The finding would be there, is that cor- 
rect ¢ 

Mr. Perkins. Yes. 

Mr. Curtis of Nebraska. Now, who is going to make that finding? 

Mr. PERKINS. Under the bill, the Secretary is directed to enter into 
agreements with the States for the determination of disability by the 
State vocational rehabilitation agencies. 

Mr. Curtis of Nebraska. Now, are the State vocational rehabilita- 
tion agencies State officials or Federal officials? 

Mr. Perkins. They are State officials. 

Mr. Curtis of Nebraska. Under title 1, old-age assistance, who 
decides whether an aged person is in need¢ Is it the Federal Gov- 
ernment or the States? 

Mr. Perkins. The States. 

Mr. Curtis of Nebraska. In our experience under that, have the 
States been uniform in deciding who is in need or has there been a 
wide variation ? 

Mr. Perxins. There has been a wide variation. 

Mr. Curtis of Nebraska. A wide variation between New Jersey and 
Massachusetts, is that not right ? 

Mr. Perkins. Yes, sir. 

Mr. Curtis of Nebraska. A wide variation between Kansas and 
Oklahoma; is that not correct ! 

Mr. Perxtns. I am not sure between those two States. 

Mr. Curtis of Nebraska. And a wide variation between Oklahoma 
and Louisiana; is that not correct ? 

Mr. Perkins. I think that is correct. 

Mr. Curtis of Nebraska. And so on; you could go on with these 
others. 

Now, what assurance do we have that, if the Reed bill is passed and 
we give to the States the right to decide who is disabled, you will not 
have the same e xper ience that you have had under old-age assistance ? 

Mr. Perkins. The assurance is a provision in the bill for review by 
the Secretary of the findings. In actual practice, there would prob- 
ably be very few cases in which there would be any reversal, but there 
is a safeguard in the bill which authorizes the Secretary to review 
under specified conditions the State determinations. 

Mr. Curtis of Nebraska. Is that in reference to individual cases? 

Mr. Perxrns. Yes, sir. 

Mr. Curtis of Nebraska. Then the ultimate determination of who 
is disabled will be made by the Federal Government and not the 
States; is that correct ? 

Mr. Perkins. Well, it can be. I would say that it was in theory 
more than in practice, and the contemplation would be that the 
review might well be a spot-check affair, and that it would only be 
to catch these very wide variations such as the ones with which I 
think you are concerned, in State standards. 

In other words, it would not be a case-by-case review. There would 
be a power to review, on the Secretary’s own motion, those cases where 
a State held an individual disabled but where under the standards he 
would not appear to be so. ‘The provision is there only as a stopgap 
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to prevent very wide variations which would be inconsistent with hay 
ing this a benefit under Federal law. 

Mr. Curtis of Nebraska. Just the widest variations; is that correct? 

Mr. Perkins. I do not think that I could characterize it very easily 
as to whether it would be that or not. , 

Mr. Curtis of Nebraska. But it has been my observation, in deciding 
who is in need, under old-age assistance, that political philosophy of 
the State, and that sort of thing, makes a difference. 

Mr. Perkins. I think it is very different here from where need 
is decided by the State welfare agency under its own State law. 
Under the practices of the State vocational rehabilitation agencies, 
it is a local doctor who decides the actual disability, and he is the on 
who makes the medical examination. I think it is an entirely dif 
ferent situation. I do not think it would be subject to the same vari 
ation, because a common definition of disability would be used. 

Mr. Curtis of Nebraska. In the finding of need, for old-age assist 
ance, once they find them in need, that costs the State and local gov 
ernments money, 

Mr. Perkins. Yes, sir. 

Mr. Curtis of Nebraska. But for a State official to find that some 
ones is disabled, which finding will give him OAST benefits, will not 
cost the State government or will not cost his employer any money / 
It will not, will it? 

Mr. Perkins. No, sir. But I do wish to again point out that the 
determination is made by a doctor under contract with the State 
agency, and not by a State employee in the sense that I think you 
question may have implied. 

Mr. Curtis of Nebraska. I think that you are getting into a field 
where 1 of 2 things may happen or 1 of 2 problems will have to be 
wrestled with: If the States do make the determination of who is dis 
abled, then I raise the question. Will we have the same experience we 
have had in giving to the States the right to decide who is in need / 

Now, if in truth and in fact, there is sufficient power of review in 
the Secretary to the end that ultimately her findings are going to 
control all over the United States, then you will have a system where 
the Federal Government at Washington ascertains who is disabled 
and who is not, is that not correct ? 

Mr. Batu. Mr. Curtis, could I comment on that ? 

I think, as Mr. Perkins has suggested, the situation is quite dif 
ferent in the present old-age assistance program than is contemplated 
under the Reed bill in relation to these determinations of disability. 

Under the old-age assistance program, of course, the determination 
of who is in need is left up to the States entirely. Under this bill, 
the State would make the determination for us on the basis of an 
agreement that they had entered into with the Secretary which gives, 
in the first instance, an opportunity to establish a nationwide concept 
in the area of disability; and then there is this additional check on 
States being unduly liberal in the determinations. The Secretary 
would be able to go into the situation on a sample basis to check on 
what the State practice is under the agreement that had been entered 
into. 

So that, I think that what we have here is the performance of a 
service for the Federal Government by the State agency since they 
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are the ones that already have the facilities a 
doctors ; and we do not want to duplicate that 
want to operate under sufficient sateouards to ma 
Jlicable on a nationwide basis. 

Mr. Curtis of Nebraska. Well, now, there is nothing UI 
can pull the heartstrings more than the individual who is tot lly 
disabled. It is something worthy of our consideration. 1 think, whet 
you put it on the Federal Government level, it has many problei 
When the States make a finding of need for assistance, a State offic 
may say: “We Il, the Federal Government will pay the most of this, if 

e put this pe rson on the ro Is.” And mat \ of the States do not do it, 
but some of them cdo. 

There will also be pressures on the State officials deciding who 
disabled because it will add nothing to the financial burdens of that 
State. 

If the review power of the Secretary is really effective enoug 
control it in the States, then that means that ea Federal Government 
becomes the entity that ultimate ly decides who is disab led, t! IS, 1 
all of the States of the U nion and the Territories where this is on Pp lied. 

Again, I say it isa worthy field and is entitled to our sympathy, but 
[ also feel that it is something the Federal Government should welgh 
its steps very care a in going into. 

Mr. Roc KEFE! The intent of the law is that the determination 
should be made it In are States and definitely not by the Federal Govern 
ment. The Federal Government reserves in the Reed bill the right of 
review, simply in order to avoid any situation of the character that you 
were mentioning, where there might be wide discre pancies that would 
be unfair in certain cases. 

However, if one traces the programs in the States, that is the voca 
tional rehabilitation grant-in-aid programs which receive funds from 
the Federal Government and the States, one will find that there is a 
long history of close relationships. There is a very fine record of 
Federal-State operat ions in this vocational rehabilitation field. 

You mentioned In your discussion that the States had no interest ind 
that this would cost them nothing: therefore, they might very well, ] 
think you implied, be more liberal than they would otherw ise. 

Mr. Curtis of Nebraska. I just compared it to old-age assistance, 

Mr. Rockereier. But the truth of the matter is that many of these 
people end up on public assistance in the States anyhow, and so th 
needs test, as you Sulisted out, comes Into pl: ly. They come under the 
permanently ‘and tot: ally disabled provision of the publie assistance 
law. 

Therefore, the States have a very real interest. If the program 
that is before the Congress now in vocational rehabilitation should 
go through, it would result in a very marked step-up in the number of 
people rehabilitated annually. 

Mr. Perkins mentioned that it would go from 60.000 a vear to a 
total of 200,000 a vear by 1959. This represents a large part of all 
those needing rehabilitation—there are about 250,000 people a year 
disabled who coul | be restored lo g& all iful emp lovn lent throu: oh voca 
tional rehabilitation. The hope is that by pro mpt re ferral from the 
OASI to the State rehabilitation agencies, not only would the Stat 


bh to 


agency be able to decide the degree of disabil tv. but at the same time 
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the agency would get them into the process of rehabilitation before 
too much time has elapsed and the cases have hardened, after which it 
becomes very much more difficult and costly to rehabilitate. 

So this is part of a carefully considered and carefully worked out 
comprehensive program that relates to 3 or 4 of these programs. 1] 
just wanted to mention that. 

Mr. Curtis of Nebraska. On the rehabilitation, I will go along with 
you that it is a wonderful thing, and the first essential for it to be 
successful is the desire on the part of the individual to be rehabilitated. 
If he is rehabilitated, he loses the benefits of this. 

Mr. Rockrre.ier. But he is able to go back to work and earn his 
own living. 

Mr. Curtis of Nebraska. That is right: but this cannot be construed 
as an aid to rehabilitation. The more we continue this colloquy, the 
more I get the impression that the ultimate determination of who is 
disabled will rest upon the Federal Government. 

Mr. Rockeretter. That is not the intent of the bill. 

Mr. Curtis of Nebraska. Individuals from Alaska to Mississippi 
are involved. 

In reference to disability matters, I think your suggestion in drop 
ping out 4 years is very good. Asa matter of fact, I would be willing 
to see it increased over 4 years rather than go into this matter of 
disability. As it now stands, this determination of disability will 
only serve to preserve the individual’s wage record for his ultimate 
benefits. Is that not the purpose of it? 

Mr. Perkins. Yes, sir. 

Mr. Rockerenter. That and the referral to State rehabilitation 
agencies in order to assist in making it possible for the State agency 
to move immediately in the rehabilitation process. 

Mr. Curtis of Nebraska. Can you visualize that if this determina- 
nation is made that ultimately the next step is disability payments 
to the people so found to be totally disabled ? 

Mr. Rockereiier. I don’t think that is a new proposal, is it? I 
think that has been advocated already. 

Mr. Curtis of Nebraska. I am asking you about the Reed bill, if 
enacted in this respect, and there is a governmental finding as to 
who is disabled, does not that create a situation where the next step is 
to say there should be some payments by reason of the disability, just 
as now we have payments by reason of reaching a certain age and 
retiring? 

Mr. Rockxrreitier. That has been recommended at various times 
already, and I think that the administration’s position is simply 
for the present to be able to find these cases and to work on them 
and see how large a percentage can be rehabilitated and put back 
to useful employment as self-respecting, self-supporting individuals. 
That is the purpose. 

Mr. Curtis of Nebraska. Now, if we put the Government, States 
and the Federal Government, into this business of determining who 
is disabled, it will never result in providing an OASIT benefit for 
an aged person unless they have heretofore been covered under OASI; 
is that correct ? 

Mr. Perkins. Those covered in the past or in the future. 
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Mr. Rockerriier. But that man would not have received any OASI 
benefit if he had not been disabled anyhow. 

Mr. Curtis of Nebraska. It will do nothing for the disabled through- 
out the country, the people who are preseritly disabled, unless the 
have already been covered in social security ? 

Mr. Rockeretier. This particular bill would not do anything for 
them, but the vocational-rehabilitation bill would do something for 
them. 

Mr. Curtis of Nebraska. I am not speaking of the rehabilitation 
program. Of all the disabled over the country, so far as the Reed 
bill is concerned, it will only help those who have sometime in the 
past been in covered employment; is that correct ? 

Mr. Rockeretier. It only affects those; yes, sir. 

Mr. Curtis of Nebraska. It does nothing for the individual who was 
disabled when the act went into effect. Does it do anything for the 
disabled who became disabled before they reached an age so that 
they could enter employment? 

Mr. Rockreretier. No. But again, Mr. Curtis, these people are all 
considered under this other bill. 

Mr. Curtis of Nebraska. Yes. The rehabilitation program needs 
no defense. It is a good one. 

Under the provision for extending the coverage to the farmers, 
if the farmer has a gross income of say $2,000, with only a net of $200, 
he is not covered that year, is he? 

Mr. Perkins. Yes, sir. Do you want us to explain it? 

Mr. Batu. He would have the option, Mr. Curtis, of reporting on 
$900. 

Mr. Curtis of Nebraska. If his gross is $2,000? 

Mr. Batu. Yes. 

Mr. Curtis of Nebraska. Or even if he had a gross of $10,000 and 
actually had a loss, he could elect to report on the $900 / 

Mr. Batu. Yes, Mr. Curtis. 

Mr. Curtis of Nebraska. In connection with farmers, in response 
to Mr. Mills’ questioning about a doctor that was also engaged in 
farming, maybe I did not get it correctly, but I think it was some- 
thing about if they were excluded or if their medical practice was 
excluded from taxation, that you also might exclude their farming 
income as self-employed taxation. Was that your suggestion or 
Mr. Mills’? 

Mr. Batu. I don’t know really whether it was Mr. Mills’ suggestion, 
but he was asking whether there was any way one could do that if 
one wanted to. I was replying that under the bill, of course, and 
also under present law, coverage does not follow the individual 
ordinarily but the work that he is doing. 

Mr. Curtis of Nebraska. In fact, there are no individuals excluded 
from social security, are there? 

Mr. Bau. I think there are 1 or 2 occupations. 

Mr. Curtis of Nebraska. No; individuals. 

Mr. Batu. No, not as individuals. 

Mr. Curtis of Nebraska. Anybody can enter into an occupation 
covered, and there are no individuals covered or excluded as such? 

Mr. Batu. That is correct. 

Mr. Curtis of Nebraska. It is the job description. 
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Now in reference to the recommendation that the wage base be 
raised to $4,200, a number of groups, I believe it was said, have ad 
vocated that. Has that been advocated, to the Department’s knowl- 
edge, by any of the self-employed ¢ 

Mr. Rockeretier. Do you mean the spec ific figure of $4,200 ¢ 

Mr. Curtis of Nebraska. I will put it this way: Have the self 
employed advocated a raise in the base above the present $3,600 ¢ 

Mr. Perxins. I don’t think we have any specific information one 
way or the other about the self-employed. But I think the groups, 
for example the accountants, have indicated their willingness or de 
sire to come in. I don’t think they have objected to the proposal 
all. 

Mr. Curtis of Nebraska. But so far as you know, no group of self 
employed, even if they are already in or out, have made a request 
that the wage base be raised ? 

Mr. Perkins. Neither a request nor an objection. 

Mr. Curtis of Nebraska. Have any of the employer groups recom 
mended an increase in the wage base? 

Mr. Perkins. I don’t think we have any communication from any 
that would indicate that one way or the other. 

Mr. Curtis of Nebraska. That is all, Mr. Chairman. 

The CuarrmMan. Mr. Eberharter will inquire. 

Mr. Esernarter. Mr. Chairman, some of the matters that Mr. 
Curtis has been exploring have been the subject of intensive study for 
20 years. I just want to call the attention of the committee to the re 
port of the Committee on Economic Sec urity to the President in 1935. 
It recommended the establishment of the social-security system, and it 
had this to say in regard to their recommendation for a contributory 
social-security system : 

Workers now middle-aged or older will receive annuities which are substan- 
tially larger than could be purchased by their own and the matching contribu- 
tions 

On January 16, 1939, in a message to Congress urging the revision 
of the social-security laws, President Roosevelt stated : 

Even without amendments the old-age-insurance benefits payable in the early 
years are very liberal in comparison with the taxes paid. 


Further, the Advisory Council on Social Security to the Senate 
Committee on Finance in 1939 had this to say on the subject: 


The policy of paying higher benefits to persons retiring in the early years of 
this system than are equivalent of the contributions is already established in 
the act. Such a policy is not only sound social-security practice, but has long 
been recognized as necessary in private pension programs. Only through the 
payment of reasonable benefits can older workers be retired. It is believed 
that that reasoning which led to the application of the principle in the law in 
1939 inevitably leads to a further application of the principle in the light of the 
experience now available 


There is just one more, Mr. Chairman. Mr. M. Albert Linton, 
chairman of the board of the Provident Mutual Life Insurance Co. 
and a member of the 1938 and 1948 Advisory Councils on Social Secu- 
rity has said, in reference to this subject : 

Hence, under any true social-insurance plan as under any satisfactory private- 


pension plan, workers advanced in years when the plan is set up will receive 
pensions which are tremendous “bargains.” 
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So that is true in every social-insurance system as well as in the case 
of private pension plans. 

Now, Mr. Perkins, have there been any studies made which will 
show the number of persons that could qualify, if we put into the act 
1 total permanent disability benefit provision ¢ 

Mr. Perkins. Do you mean eligible for disability benefits ? 

Mr. Evernarrer. Yes. Sup pose we put in effective within the next 
3 or 4months a provision taking care of the people who become totally 
and permanently disabled after sles y had qualified for benefits. What 
number of people would that be? Have you made any study of that? 

Mr. Perxrns. I think we have some figures here. I will ask Mr. 
Ball to interpret them. 

Mr. Batu. Under the provisions, Mr. Eberharter, of the Reed 
the people who are already disabled and meet the work provisions 
would number between 600,000 to 800.000. And about 100,000 of that 
group would already be retired beneficiaries of the OASI system who 
would have their benefits refigured to take into account this disability 
freeze. On a continuing basis we estimated that it would be about 
150,000 to 200,000 a year in the future who would be eligible for this 
freeze. 

Mr. Evernartrer. You mean right now it would be 600,000 to 800,000 
who would be eligible and every year there would be 150,000 or more 
who would become eligible by reason of becoming incapacitated / 

Mr. Batu. Yes: 150,000 to 200.000 more. 

Mr. Esvernartrer. How much would that cost ? 

Mr. Batu. Your question is directed to cash disability benefits or to 
the freeze in the Reed bill ? 

Mr. Esernarrer. Cash disability benefits for total and permanent 
disability. 

Mr. BALL. The cost of cash disability benefit for provisions that 
were about like those that passed the House last time would be about 
a half percent of payroll on a level-premium basis. 

Mr. Esernarter. That probably decreases as the years go on if 
your rehabilitation program works and as safety standards become 
better: would it not? 

Mr. PERKINS. That is a possibility and certainly one we would 
hope for. 

Mir. Exernarter. I notice that the Secretary, on page 9 of her main 
statement, refers to the mothers who will not be able to care for their 
children adequately if the father dies. That is a very worthwhile 
concern. But you do not seem to have the same concern for ee 
children whose fathers become totally and permanently disabled and 
who are not able to provide any funds for the maintenance of tl] 
home. 

Mr. Perkins. The Secretary certainly has the same concern, sir. It 
is a question of where and how we are going to take care of it. I think 
we have amply made our point and will not extend it any further, as 
to the emphasis on rehabilitation. But in addition to that, it is a 
question of whether or not the OASI system is the place for taking 

‘are of the people who cannot be reh: ibilitated. 

Mr. Exernartrer. You want to rehabilitate as many as you can. 
But take a family, say a man who has been under coverage for 15 or 
20 years. If he is the only breadwinner in the family and becomes 
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totally and permanently disabled and is never able to work any more, 
you have no provision to take care of him until he becomes 65 years of 
age. Is that not quite a hardship on the family? 

Mr. Perkins. Yes. 

Mr. Esernarter. Do you not think the system could stand the cost? 

Mr. Perkins. Well, I think that it is a very difficult problem. But 
I do think that the Secretary’s reasoning on it was that there are only 
so many things that we can get the OASI system to do, and she re- 
garded it as more important to get the general level of benefits on an 
adequate basis. And she also felt that it would be a rather radical 
change of the system to advocate to the Congress, whereas heretofore 
it has been basically a retirement system and a survivorship system. 
If we get into the cush-disability-benefit field we are getting into a 
whole new area which the Congress has heretofore indicated its desire 
to stay out of. 

For example, there are other attacks being made on the problem. 
As you know, four States now have temporary disability programs. 
It is not clear in which way the attack on disability ought to develop. 
The Federal Government has led the way on the rehabilitation side, 
and on the cash benefit side it is entirely possible that the States may 
proceed with these plans which have already been initiated. Taking 
care of the kind of case with which you are concerned and the Secre- 
tary is concerned, could be worked out with a combination of the State 
disability benefits and the State and Federal rehabilitation programs. 

Mr. Eseruartrer. It would seem to me that if a chap has been under 
the protection of the system and paid for 25 years, from the time he is 
20 years of age until the time he is 45, and then through an accident or 
heart attack becomes totally disabled, then to make him wait 20 more 
years to reap the benefits of his insurance and depend on charity or 
public assistance seems to me rather a hardship on him. Do you feel 
it would be going too far? 

Mr. Perkins. The Secretary did feel that, yes, sir. 

Mr. Evernarter. I assume, if I may say so, that you devoted a good 
bit of study to this, and I will bet you some of them on the staff are 
very strong for a permanent and total disability provision, and some 
of them are not. 

Mr. Rockrre.ier. The problem is not a new one, and Congress has 
had this before them year after year as the problem has been up for 
discussion. The Secretary has recommended 2 steps, really, out of the 
3, which is the first time, I think, that it has happened. It is not 
evidence of a lack of concern or interest. It is evidence of moving 
forward into the field. 

Mr. Esernarrer. All of our social-security program, as Mr. Cooper 
and Mr. Reed well know, in all of it we have moved rather slowly Dut 
have always made advances, year by year. 

Isn’t that true, Mr. Cooper ? 

Mr. Coorrr. That is true. And bear in mind now, you gentlemen 
are talking about what Congress has done. The House did this in 
H. R. 6000. It was included in the House bill, reported by this com- 
mittee and passed the House. It was not agreed to in the other body. 
But at least this part of the Congress has acted favorably on it. 

The CuarrMan. I would like to ask a question. 

Is it not true that we have gone further in the field of vocational 
rehabilitation than any other nation in the world ? 
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Mr. Perkins. That is true. I think that our rehabilitation tech- 
niques are probably more modern and more progressive than those of 
any other country in the world. 

‘The Cuarrman. You have found by trial and error in this field of 
rehabilitation that we are making tremendous progress along this 


line? 

Mr. Perkins. That is exactly right. 

Mr. Epernarrer. | have one more question, Mr. Chairman. 

The CuarrMan. Yes, Mr. Eberharter. 

Mr. Exernarrer. I do not want to belabor the point, but when you 
take out a private insurance policy, most of those private insurance 
policies have a provision to take care of the permanent and totally 
disabled. 

Mr. Perkins. I don’t think so, sir. I think a great many of them, 
more than 50 percent, have the waiver of premium. But the ordinary 
life or retirement annuity = vy, to the best of my knowledge, does 
not contain any disability benefit provision. That is, a cash benefit 
provision. T hat is an entirely different type of policy. 

Mr. Enernarrer. I was thinking of waiver of premiums. 

Thank you very much. 

The CHatrrMan. Are there any other questions ? 

Mr. Knox will inquire. 

Mr. Knox. Mr. Perkins, this morning in the questioning by Mr. 
Byrnes relative to the universal coverage of those who have never had 
an opportunity to participate under social security, and they are not 
being considered in this bill, I believe you gave the figure of $214 
million to cover those who are above the age 65. Is that right? Is 
it $214 billion ? 

Mr. Perkins. We better make sure of that figure. What benefit 
level were you suggesting? $45? 

Mr. Knox. Forty-five dollars, that is correct. 

Mr. Perkins. I think the first year initial cost of paying 5 million 
would be about $2.5 billion. 

Mr. Knox. I am quite concerned about those citizens of our Nation 
who are approaching the sunset days of life and they are not receiving 
any consideration. Of course, naturally I would be inclined to believe 
that the first year would be the 21% billion and then the second year 
there would be some drop in the overall cost. And as we went down 
the line, we will say for a period of 15 years, which would bring them 
into the 80th year of their life, that practically would absorb that 
entire group of people who are now being denied. Is that correct ? 

Mr. Perkins. Yes; over the long term. The cost of blanketing in 
the people who have not contributed would « lrop until it would become 
a relatively low amount. 

Mr. Knox. I don’t suppose you would have figures on what the 
cost would be yearly over a 15-year period, would you? 

Mr. Perxrns. As enema with the 1955 figure of $2.5 billion for 
“blanketing-in” all the retired noninsured aged, the corresponding 
figures for 1956 and 1957 are $2.4 billion and $2.3 billion, respectively. 
In 1960, this figure would be about $2.0 billion, while in 1970, it would 
be somewhat less than $114 billion. These figures include all indi- 
viduals in the years specified who are then over age 65 and retired and 
do not have insured status; they do not merely refer to the present 
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group of aged. On the latter basis, the figures in the early years wor 
be sheahtly lower although for such distant years as LOTO, there would 
be a ve ry considerable decrease. Furthermore, these figures do 
include the costs of raising the minimum benefit to $45 for those w 
have qualified on the basis of their own contributions or contributioy 


ot a deceased worker. 

Mr. Knox. Today we are matching State funds with up to $70 
old-age assistance, are we not! S70 payments ¢ 

Mr. Perkins. No, sit 

Mr. Kwox. I believe that the maximum that can be matched 
$70. In my State I know they provide for the $70 maximum, do they 
not / 

Mr. Perxtns. No, sir; the Federal maximum area of participation 
is $55 in old-age assistance. Out of “~ $55 the Federal Government 
contributes $35. Ifa payment is made by a State of S70, the Federa 
Government still contributes no more than $35. 

Mr. Knox. That iseorrect. In other words, the States, or at least 1 
state has, recognized the need for additional contributions, SO they 
have raised the maximum to S70. Therefore, \ ith the Federal oral 
of $35 and the State grant of $35, they can pay up to $70. That is no 
the average in the States, however. But what I endeavored to try 
bring out was how much additional would this cost if we could absor| 
our responsi lity under social security instead of through old 


assistance. 


Mr. Perkins. Well, I believe that 

Mr. KNOX. I know your numbers should be greater under Sar 
security than they are under old age assistance, are they hot ¢ 

Mr. Perkins. We are concerning ourselves now with just the Fed 
eral side of the picture. 

Mr. Knox. That is right. 

Mr. Perkins. If we are to assume that the additional cost of 
blanketing in this first year $2.6 billion, and you suggest we offset 
against that the cost of old age assistance—— 

Mr. Knox. That is right. 

Mr. Perkins. The old-age assistance is running about 0.9 billio 
or 900 million, there would be a net of $1.7 billion. 

Mr. Knox. That is all, Mr. Chairman. 

The CHarrMan. Mr. Kean. 

Mr. Kran. On that question, you mentioned in your answers this 
morning ves Mr. Curtis one very important point which I do not 
believe Mr. Curtis took up this afternoon again, that under his plan, 
in the $45 en nt to all the aged, you would be shifting the burden 
ef the taxation. For old-age assistance, the payment is met out of 
the general tax revenue. That is, you are taxing corporations, you 
are taxing the very rich at 90 percent, 80 percent, all the way down thi 
line, while according to the plan with the flat payment out of the 
trust fund of the $45, you would be shifting that burden to the tax 
paid by the little fellow up to $3,600 or $4,200 under the bill. It is a 
shift of emphasis of where the tax is from progressive taxation to 
payroll taxation. That is a very important point in the suggested 
change. 

Mr. Knox. I will agree with you, Mr. Kean, it certainly is. I do 
not believe that we should charge the trust fund with the full amount. 
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But I am trying to determine as a just amount and then determi 
from there as to what amount the trust fund may be able to absorb, and 
then our responsibility rests with the Congress in the overall 
security plan, as to our saa lity of appropriating from the 
gvenere al fund i In order to ti ake ci are of these people, we wills ay, over this 
period of 10, 12 or 15 years. 

~ That is something I do not have the answers for, and I do not ex 
pect that you have the answers immediately for, as to w hat the trust 
fund could absorb and then as to what ow responsibil ties are and 
how it would work out with the States. 

Mr. CurrTIs of Nebraska. I would like to have a firure, and if you 
do not have it right now supply it in the record, giving it to us in a 
day or two, on these unprotected aged over = How much would 
they have paid in taxes if they had worked at wage levels sufficient 
to give them a $45 benefit for a period of 6 quarters in order to enable 
them to take advantage of the 1950 amendments. In other words, these 
people over 65, had the »y been able to take advantage of the 1950 amend 
ments, and could have qualified for 6 quarters, how much tax would 
they have paid if they had worked at a wage suflicient to give the 
a benefit of $45. 

It is all right to supply it later. 

Mr. Perkins. Yes, sir. 

(The information requested is as follows :) 


social 


About $225 million would have been paid in contributions with respect to the 
nitial group of aged persons who would be “blanketed in,” if a minimum period 
of earnings had occurred in 1951 and 1952 sufficient to yield a primary insurar 

ount of $45. 

The CHarrMan. Are there any other questions ¢ 

I have received a communication from the Honorable James P. 
Mitchell, Secretary ‘of Labor, dated February 2, 1954, stating the 
position of his department on the legislation H. R. 7199. Without 
objec tion I will ask the clerk to read that letter into the record at this 
time. 

Is there anything else you gentlemen wish to offe1 

Mr. Rockere.ter. Thank you very much, Mr. Chai 

The Cuaiman. We thank you for your fine appeal 
the fine way in which you have answered the questions 

(The clerk al the communication as follows:) 


/ 


UNITED STATES DEPARTMENT OF LABOR 
OFFICE O HE SECRETARY, 
ipril 2, 1954 

Dear MR. CHAIRMAN: I wish to express my approval of H. R. 7199, a bill to 
amend the Social Security Act and the Internal Revenue vle so as to extend 
coverage under the old-age and survivors insurance progr: increase 
benefits payable thereunder, preserve the insurance rights of disabled indi 
viduals, and increase the amount of earnings permitted withou ss of bene 
fits, and for other purposes. 

H. R. 7199 appears to reflect the President’s recommendations for improvement 
in the Federal old-age and survivors insurance program. While I have no 
comments to make on the technical provisions of the bill, I am very much ir 
favor of its purpose to liberalize and expand the old-age and survivors insur 
program. 

With respect to coverage, it is noted that the widest gap existing at the present 
time, that represented by self-employed farmers ill be substantially closed by 
the amendments. 

In view of the Department of Labor’s continual interest in the migrant worker 
problems, the extension of coverage of the old-age and survivors insurance systen 


45622—54 1 
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to agricultural labor not now covered is especially commended. The Depart 
ment takes this same position with respect to the inclusion of large numbers of 
domestic laborers and of casual laborers which the bill would authorize. Thess 
employee groups, many of whom frequently occupy the lower rungs of the 
economic ladder, stand particularly in need of economic security. 

I am also very much in favor of the provisions which would authorize ay 
increase in benefits which is so well justified by the increases in the price of 
goods and services constituting the necessaries of life. For this same reason, | 
heartily endorse the proposed increase in the wage base for tax purposes fr 
$3,600 to $4,200 I am likewise in favor of the provisions which would allow 
retired employees to receive more earnings than they may receive at presen 
without losing benefits under the old-age and survivors insurance. 

Further, I very much approve the provisions of the proposal which would d 
regard periods of disability continuing for 6 months or longer in determining 
the insured status of an employee and in computing his benefits. 

In my opinion, the enactment of H. R. 7199 would be of substantial benefit, not 
only to the individuals directly affected by the proposal, but to our entirs 
economy. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report and that enactment of H. R. 7199 would be in accord with the 
program of the President. 

Yours very truly, 


JAMES P. MITCHELL, Neeretary of Labor 


The Cuarrman. Thank you very much. 
I have also received a communication from the Honorable George 
M. Humphrey, Secretary of the Treasury, dated April 1, 1954, stating 


the position of his Department on H. R. 7199. Without objection | 


shall ask that the clerk of the committee read that letter into the 
record at this time, and that the members of the committee be fur 
nished copies. 

(The clerk read the communication as follows :) 


Treasury Department, Washington. D. C., April 1, 1954. 


My Dear Mr. CHAIRMAN: In connection with the consideration by your cor 
mittee of the President’s recommendations concerning the old-age and survivors 
insurance program, which are embodied in H. R. 7199, I should like to offer 
several comments which may assist the committee in its deliberations. These 
relate to certain administrative aspects of the bill and to the financial oper: 
tions of the old-age and survivors insurance trust fund 


I. PROVISIONS OF H. R. 7199 


The proposed extension of coverage of old-age and survivors insurance would 
make the benefits of the program available to a number of additional groups. We 
have given careful consideration to the bill from an administrative point of view 
and it is our conviction that such extension of coverage is entirely feasible 

To a large extent the bill would provide coverage to persons that are similar 
in all relevent respects to those already covered by the program. The largest 
group that would be newly covered under the program consists of self 
employed farm operators. Income tax returns are already being filed by a large 
part of this group, so that extension of coverave to these individuals would n 
create any administrative problems which are not now being met. There are 
some farm operators who because of relatively low incomes and large exemptions 
have not been filing tax returns. With respect to such individuals the bill pro 
vides simplified provisions for the determination of self-employment income which 
should materially assist administration. It is our expectation therefore that the 
cost of obtaining satisfactory compliance among farm operators will not differ 
materially from that involving other self-employed persons 

In connection with these administrative considerations, I have requested a 
representative of the Internal Revenue Service to be available during the Ad 
ministration’s representation on H. R. 7199 to supply you with such information 
as you may require. 

It may be of interest to the committee to note that in the last fiscal year ap 
proximately $89 million was spent on all administrative aspects of the old-age 





SOCIAL SECURITY ACT AMENDMENTS OF 1954 L183 


t 


and survivors insurance program, including the cost of tax collections, the main 
tenance of wage records, and the payment of benefits. This is about 3.4 percent 
of benefits paid out and 2.2 percent of tax collections in fiscal 13 


Your committee is aware of the plan which is under consideration for sil plify 


ing the tax returns of wage and salary workers and for introducing a large 
degree of mechanization in the handling of those returt This plan is based 
upon close coordination between the Internal Revenue Service and the Socia 
Security Administration, and to effectuate it certain technical revisions may be 
necessary in the substantive provisions of the OASI program. When the details 


have been worked out, they will be presented to the committee for its con 


sideration 
I. TRUST FUND OPERATIONS 


The Board of Trustees of the OASIT trust fund is required by law to submit 
to the Congress each year a report of the operations of the fund for the past 
year, and estimates for the next 5 fiscal years. That report will shortly be sul 
mitted to the Congress, but I should like in the meantime to present some of 
the highlights. 

In the fiscal year 1953, trust fund receipts amounted to nearly $4.5 billion 
Of this about $4.1 billion represented, social-security taxes, including a small 
amount of contributions by State governments under voluntary agreements for 
coverage of State and local government employees In addition, the fund re 
ceived $387 million in interest on its investinents during the year 

Total disbursements from the trust fund in the last fiscal year were $2.7 billio 
Expenditures for benefit payments amounted to $2.6 billion, and administra 
tive costs were SS9 million 

Thus, operations under the social-security program produced a net addition 
to the trust fund of nearly $1.8 billion in fiscal 1953, and the total assets of the 
fund at the end of the vear stood at $18.4 billion There has been since a further 
increase in the fund, and at the end of February of this year its total assets 
stood at $18.9 billion More detailed data on operations for fiscal 1958 are 
included in table 1, attached 


TABLE 1 Operations of the Federal old-age and sura rs insurance trust fund 
fiscal year 1953 
[In thousands] 
Receipts : 
Appropriation of taxes 
Deposits by States 
Less: Refund of taxes 


Net contributions 
Interest on investments 


Total 
Expenditures : 


Benefit payments 2, 627, 492 
Administrative expenses 429 


Total , 716, 921 


Net increase in trust fund 1, 766, 320 
Assets beginning of year 16, 600, 036 
Assets end of year 18, 366, 356 


The composition of the trust fund at the end of the fiscal year 1953 is shown 
in table 2. Of the total assets, about 97 percent, or $17.8 billion, was invested in 
Government securities, largely special issues which carry an interest rate equal 
to the average rate on the publicly held debt. The uninvested balance was on 
deposit for use in connection with current expenditures under the program (table 
attached ). 
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TABLE 2.—Aaxsets of Federal old-age and survivors insurance trust fund, 
June 30, 1958 


[In thousands] 
4sseter 
Investments (Treasury bonds): 

Public issues: A mou 
2%4’s of 1959-62 $4, 215 
2\4’s of 1962-67 58, 811 
2,’s of 1963-68 116, 677 
214’s of 1964-69 93, 204 
21%4’s of 1965-70 456, 881 
2'4’s of 1966-71 308, 008 
2\4’s of 1967-72 ‘ 7 119, 505 
234's of 1975-80 (investment series B) , 083, 602 
314’s of 1978-83 poi 44,911 


Total 2, 285, S07 
Special issues : 
3 


2% certificates due June 30, 1954 531, 700 


Total investments , 817, 593 
Uninvested balances : 

To credit of fund account 261, 885 

To credit of disbursing officer 286, 878 


Total assets 18, 366, 356 


1 Par value plus unamortized premium less discount outstanding 
? Includes accrued interest purchased of $86,826. 


Nore.—Due to rounding, individual items may not add to totals. 


Estimates of the fund’s operations for the next 5 years are presented in table 3. 
In view of the rise in tax rates which took effect on January 1, collections for 
fiscal yeur 1954 are estimated to be about $4.7 billion, about 15 percent higher 
than last year. The full-year effect of the rise in rates will not be reflected until 
fiscal 1955 when collections are estimated to be approximately $5.5 billion 
Benefit costs under existing law are expected to rise over this period, but not as 
rapidly as collections, so that at the end of 1955 the trust fund may be over $22 
billion (table attached). 


TaBLE 3.—Reccipts, erpenditures, and assets of the Federal old-age and sw 
vivors insurance trust fund, fiscal years 1949-53, and estimates for 1954-38 


{In million 


Actual 
1949 
1950 
1951 
1952 
1953 
Estimated 
1954 
1955 
1956 
Alternative I 
Alternative II 
1957 
Alternative I 
Alternative II 
1Q5S8 
Alternative I 
Alternative 


lained in text of the 14th (1953) annual 


to be submitted to the Congress 
¢ 


of certain World War 


of the coverag 
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As we move further into the future the estimates are more uncertain, an 
the board of trustees’ report presents two sets of data for the 38 years, 1956 
through 1958, based upon alternate sets of assumptions one set of assump 
tions, involving a continued high level of plovment : 1 industrial activity, a 
substantial excess of receipts over expenditures would continue each year so 
that even in fiscal 1958 the trust fund would be increased by as much ¢ 

illion, and at the end of that year a second set of assumptions, which inv 
a somewhat lower level of industrial activity than the first, the trust fund 
would also continue to grow, but at a slower pace In 1958, receipts would 
exceed expenditures by about S850 million, and at the end of that year the 
fund would be over $26 billion. Under either set of assumptions, assets of 
the trust fund at the beginning of fiscal 1954 were equal to more than 5 times 
the highest annual expenditures anticipated in the succeeding 5 years. I would 
emphasize that these estimates are based upon existing law and do not take into 
account any changes that may be made in coverage, tax rates, or benefit formulas 

Che Director, Bureau of the Budget, has advised the Treasury Department 
hat there is no objection to the presentation of this report 

Sincerely yours, 
GeEoRGE M. HUMPHREY, 
Secretary of the Treasury 

The CHairman. Mr. Kean ¢ 

Mr. Kean. Mr. Chairman, I would like to comment on this letter 
because it has some very interesting figures in it. 

The Treasury, during the period when Government bonds were 
down below par, stepped in and bought a very large amount of the 
publicly held investments. I do not know whether anybody here 
knows, but I think it is the first time that they have done so. I think 
all the rest of the investments have always been the special issues. 
They invested here approximately $2 billion—$2,285,000,000—in the 
public ly held bonds because the *y were able to get them at a good rate. 
So they did take advantage of the situation that occurred in the Gov 
ernment bond market last year. 

Mr. Baty. On that point, if I can be of any help, it is true that the 
trustees had bought bonds in the open market before this point. This 
is not the first time. 

Mr. Kran. But they bought substantially more, I believe, than they 
ever did before, probably. 

Mr. Bat. I alle could not answer that comparison. I think 
that is right. I think the total is by now something like 12 or 13 
percent of the assets of the fund being in marketable bonds, public 
bonds. 

(The Treasury Department subsequently supplied the following 
table :) 
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Varketable public debt obligations (par amounts) in Federal old-age and sur 


pivors’ insurance trust fund at end of fiscal year 1958, by method of acquisition 


By subser 


tion 


origimal 


634, 250 
1 000, 000 
450), 000, 000 
MO un (ay) 


$00. O00. OOF 


82, SUS, VOU 


vartly by purchase 


I'reasury bonds, Investment 


The CHairmMan. Our next witness will be the Honorable Albert 
Morano, a Representative in Congress from the State of Connectic 
Mr. Morano, we are very pleased to have you here. 


STATEMENT OF HON. ALBERT P. MORANO, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CONNECTICUT 


Mr. Morano. I am reluctant to interrupt your hearing in this 


fashion. However, I shall be very brief and not burden the committee 
too long. 

I have received hundreds of letters from the members of the teach 
ing profession in my State of Connecticut, who are expressing con 
cern over the possible impairment of the Connecticut State teachers 
retirement pension plan. 

If I may be permitted to, Mr. Chairman, I have selected two typical 
letters, which I will read very quickly, and ask permission that they 
be inserted into the record. 

They are both addressed to me. The first one is from Madeline M. 
Massicotte, 40 Sanford Place, Bridgeport, Conn., dated March 19, 
1954, and reads as follows: 

DEAR Sirk: At a general meeting of Bridgeport Teachers’ Association, on 
Wednesday, March 10, 1954, a long and careful discussion on the Connecticut 
teachers’ retirement pension was held. 

As a result of this meeting 809 members instructed me to inform you that 
we are very much concerned with the efforts being made to change our present 
pension situation. We do not want social security 

However, feeling that H. R. 7199 will not weaken our present position, 
we request that you do all you can to support it. In our opinion, H. R. 7199 
would be even more acceptable to us if the clause “two-thirds of those voting” 
were to be changed to “two-thirds of those eligible to vote.” 

Yours very truly 
MADELINE M. MASSICOTTE. 

One seems to say that they support the provision which says two 
thirds of the majority of those voting in the referendum, while the 
other letter says that it should be changed, if that is what the provision 
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s, to say that two-thirds of those eligible to vote in the referendum 
There is a distinction there. I do not know what is in the provision 
as it is written. 

The CuarrMan. We are very glad to get your views. 

Mr. Morano. It would seem to me that the strongel provisior to 
prevent an impairment of their plan would be to provide that two 
thirds of those eli gible to vote would be the safer way to do it 

The second letter is act lressed to me, and 1 sa little longer. It 
a very typical letter of the ones I have —_ ved. This is dated March 
16, 1954, from Albert P. Mathers, New Canaan Public Schools. New 
Canaan, Conn. Mr. Mathers is auuianee of schools. The lette1 
sas follows: 

DreaAR REPRESENTATIVE MORANO: One of the greatest fears of the members of 
our teaching profession, of which I am a member, is that the retirement sys 
tem which has been established in our State may be swept aside by Federal 
egislation to place teachers under social-security covernuge None of us obiect 
to social security. We recognize, however, that the 5 percent payment made 
annually by the members of the teaching profession in our present contributory 
retirement plan permits a much better retirement plan than is possible under 
present social-security coverage. Any threat to remove our present retirement 
plan weakens the advantage of public-school teaching For many of our teachers 
a sound retirement plan is one of the few advantages to the teaching profession 
at the present time. I believe that you are fully familiar with the fact that 
education is suffering from a lack of qualified teachers. To change our retire 
ment plan to include social security would further lessen the attractiveness of 
the teaching profession to young people in training and to others who may be 
interested in the future. 

I would strongly recommend that you do all within your power to support 
House bill H. R. 7199 introduced by Chairman Daniel A. Reed of the House Ways 
and Means Committee. We believe that the legislation proposed by Mr. Reed 
will insure that Connecticut teachers cannot be placed under social-security 
coverage unless the teachers so agreed by a two-thirds majority of those voting 
in a referendum held in Connecticut on this question. I concur wholeheartedly 
in the statement offered by Mr. Reed “that it is the policy of Congress wherever 
social security is offered to public employees that present public-retirement 
rights and benefits will not be impaired as a result of any possible OASI 
coverage.” 

With sincere best wishes, I am, 

Cordially yours, 
ALBERT P. MATHERS 


The CHatrman. Thank you very mu h. Those letters have been 
made a part of the record. 

Mr. Sadlak ? 

Mr. Sapuak. I wanted to say that the record should indicate that 
the gentleman from the Fourth Connecticut District has made a very 
vigorous plea, and that his colleague on the Ways and Means Commit 
tee has received in some measure many of the same letters. I think : 
the opportune time he will introduce a petition signed by some 1.001 
Connecticut State employees who are of the same opinion as the letters 
which the gentleman has read. When we go into executive sessions on 
this important legislation, surely I shall be most cognizant of the very 
fine appeal which my colleague from Connecticut has made in behalf 
of his constituency directly affected by certain provisions of H. R. 
7199 as presently written. 

Mr. Morano. I can only say in reply that we in Connecticut are 
ably represented on this distinguished Ways and Means Committee 
by Mr. Sadlak, of Connecticut, and we are sure that the teachers’ in 
terests will best be served by his vigorous defense of them. 
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The CuarrMan. I want to say this, as chairman of the committ 
and I think the members of the committee will agree with me, yo 
have both made a fine presentation here, and that Connecticut is vei 
ably represented by you gentlemen. 

Mr. Mason. Mr. Chairman, may I add this, that as a teacher 
thirty-odd years’ experience, and coming from the State of [lino 
the teachers there have about the same worry. So I think I can joi 
my colleagues from Connecticut whose teachers have worried the: 
a little bit. 

Mr. Morano. We are happy to have the support of the gentlema 
from I)linois in this issue. 

The CHarrMan. We thank you for your statement. 

Our next witness will be the Honorable Louis C. Rabaut, from t] 
State of Michigan. 

Mr. Rabaut, we are very glad to have you here. 


STATEMENT OF HON. LOUIS C. RABAUT, A REPRESENTATIVE 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Raravr. Mr. Pee oe and members of the committee, i 
comes as an honor and a duty for me to appear before you today to 
set out certain of my thoughts on the subject under consideration ; 
namely, broadening and improving the effect of the old-age and su 
vivors insurance program. 

For some time all of us have been aware that change for the better 
is needed if the benefits received by our senior citizens today and i 
the years to come under the program are to fall more closely in Sine 
with the realities of our present-day economic structure, and the re 
quirements of ordinary day-to-day living. 

The purpose of the proposed bill, H. R. 7199, is to extend in con 
sonance with administration proposals, old-age and survivors insut 
ance coverage to improve benefits, to better the retirement test, and to 
preserve the rights of disabled individuals. If it does these things, 
to the extent required and necessary at the present time, all weli and 
good. 

Even so, the bill under consideration embodies many salutary 
provisions. 

This committee is cognizant of the very compelling human factors 
involved where a citizen, in many instances long accustomed to de- 
pending upon himself alone for a living, reaches the stage in life 
where he is forced to depend upon another means of support. We are 
aware of the continuing needs of the dependents and families of the 
breadwinner who dies “during the period of his retirement. It is 
known that there are many who, after the age of retirement, would 
prefer to work on, for financial or for other reasons. 

Yet, for one reason or another, despite the present provisions in our 
social-insurance laws, there is often worked, in these matters and in 
others, a hardship upon the recipients of old-age and survivors in 
surance benefits, and those beyond the reaches of such protection. 

On January 13 of this year, I joined with a number of my Demo 
cratic colleagues in noting my pleasure at the President’s expressed 
intent to improve the present social-insurance system. At that time, 
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endorsed what was conceived to be the minimum program which 
would meet the needs of the American people—a seven-pointed pro- 
eram. It follows: 
The more than 10 million persons who are now without 
d survivors’ protection should be included in the social-security insurance 
program. 

2. The Federal Government should continue to contribute to the States for 
ild-age assistance payments to those persons outside the insurance system 
[hese costs should be met out of general revenues and not charged to the 
social-security trust fund. 

3. The present $75 limitation on monthly earnings should be increased to 


oo. 
$100. 

1. Benefits should be payable to workers who become permanently and to- 
tally disabled, with waiver of premium. 

5. The monthly benefit payments should be increased because of higher liv- 
ng costs. 

6. The present base of $3,600 on which contributions are collected and bene 
fits paid should be increased to at least $4,800. 

7. We favor retaining the 2-percent contribution which went into effect Jan 


lary 1, 1954. 

This bill, H. R. 7 if v9, as how conside red, meets some of the recom 
mendations made in our January 13 memorandum. 

It provides that if an individual’s earnings for a full year of 12 
months are not more than $1,000, no deductions from benefits are made 
because of such earnings. The bill should, in my judgment, be in 
creased to a $1,200 maximum, computed on a yearly basis, to provide 
the greatest effective flexibility. 

This means that an individual could without losing benefits under 
the act, earn what he wished during any period of a given year, no mat- 
ter how short the period, nor how large the amount, so long as his total 
earnings for that vear did not exceed the $1,200 maximum. 

The bill also amends the Internal Revenue Code to conform the pro 
visions of the code to the change in earnings base from $3,600 to $4,200. 
My idea of it is that the maximum figure should be raised to $4,800. 
Under today’s inflated economy and skyrocketing prices, the social-se 
curity dollar will not do the job J was originally meant to do; it does 
not afford the protection which it was originally meant to provide. 
To meet this increased cost of living we must raise the maximum earn- 
ings base, in line, of course, with sound fiscal policy and in keeping 
with the self-supporting character of the program. 

Actually, to do this one the basis of comparative figures of 17 years 
ago, at the inception year of this program, we could well raise the 
earnings base level several thousand dollars above its present level. 
Those who have in the past resisted this increase in the earnings base 
would be well advised in the light of patent economic and cost-of- 
living considerations to adopt a more realistic view toward its enact 
ment on behalf of old-age insurance recipients. 

It must be remembered that the duty of the employee to provide his 
honest day’s work steadily, through a lifetime of toil, and to look to 
ward his own retirement security, is no less an exacting and binding 
one than the obligation of employer and Government, acting together, 
to help provide a decent, honorable standard of living for that em 
ployee. This, not only while he works, but for so long as he lives, and 
to provide for his widow and children. 

Millions of Americans have a stake, direct and personal, in the so 
cial-security system. Yet, as we know, it is meant merely to augment, 
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not to substitute for pensions, private savings, and insurance prote 
tion. It was meant, as has often been said, to provide a foundatio1 
upon whic h these ee of protection call be soundly built. 

We also realize that in affairs of state and of pe rsonal life we must 
be just before aes venerous. But what greater justice can there b 
than a generosity toward our old folk and their families and loved 
ones which a liberal, intelligent, and actuarially sound social secul ity 
program W ill proy ide. 

Let us set out to buttress that foundation. Let us take care that i 
this great land of plenty no one will lack safe and adequate old-age 
protection. 

| urge these considerations upon this committee. 

The CuatrMan. We thank you for your statement. 

The next witness is the Honorable Edna F. Kelly of New York. 


STATEMENT OF HON. EDNA F. KELLY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mrs. Ketiy. Mr. Chairman, the social-security system, created by 
act of Congress in 1935, is one of the many important contributions 
to the American Way of life by the Democratic administration. At 
first, this program was criticized as socialistic but it has been accepted 
and strenothened and, in fact, it became one of the issues in the Re 
publican Party platform in 1952 when that party promised its support 
to broaden and extend social security coverage. 

In the Truman administration, efforts were made to create Cabinet 
status for the Federal Security Administration which at that time 
included the Social Security Administration. The Truman plan in 
this respect was not adopted but favorable consideration was given 
to the proposal when it was submitted early in the Eisenhower admin 
rita The new Department of Health, Education, and Welfare 
now administers the social-security laws. 

There still is, of course, much improvement to be made in these 
laws. It is my earnest hope that the Ways and Means Committee will 
give full study and consideration to the improvements that have been 
suggested. I respectfully recommend to the committee the following: 

(1) That coverage be extended to include self employed farmers and 
professional people. 

That the limitations on earnings of retired beneficiaries be re 
pealed. For a long time, I have advocated the elimination of the 
gross injustice of limiting the earnings of individuals who receive 
social-security benefits. Present law limits to $75 a month the right 
of a recipient to earn by his own labor more than that figure. There 
is no limitation p laced on income from any other source. W hy there 

should be this distinction between income derived from the fruits of 
labor and income derived from investments I do not understand. The 
recipients had earned and actually had paid for these benefits. I be 
lieve that this work clause should be repealed without further question 
for the sake of jus stice. 

I want to address myself at this point to the work-clause provisions 
in the Reed bill which raises the limitation to $1,000 a year. If you 
examine this more closely, you will notice that this amounts to an 


p< 


increase of $8.33 a month. This seems to be in line with President 
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Eisenhower's recommendations to the Congress in his message of Jan 
uary 14. This small change is not worth considering. It is not, as 
one might interpret on first reading, an increase of $1,000 over the 
present limitation of $75 per month. 

I believe Why recommendattio1 Ss can be successfully argued on rea 
sonable grounds. If the social-secu ty system is here to stay, and it 
is evident that it is. then it should cover as much of the working pop 
ulation as possible. No segment should suffer discrimination. 

Certainly, persons able and willing to continue working past retire 
ment must be encouraged to do so without penalty of loss of benefit 
It appears reasonable, too, that contributions should gradually rise 
so that the ultimate return to the retired worker may be greater. 

These principles put wise stress on self-help within a system of 
group protec tion. At the same time, the plan to hike benefits makes 
se nse sine e postwar inflation has sharply reduced the purchasing power 
of the dollar. What appeared as an adequate minimum some vears 
back is but a mere pittance in today’s markets. 

The Cuarrman. We thank you, Mrs. Kelly. The next witness 
the Honorable Russell V. Mack of the State of Washington. 


STATEMENT OF HON. RUSSELL V. MACK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


Mr. Mack. Mr. Chairman, I thank the committee for this oppor- 
tunity to appear before it and state my opinions as to the need for 
social-security reform and improvement. 

The President has proposed a progressive and constructive program 
for social-security betterment. I am, in the main, in agreement with 
the administration proposals. 

Social security should be broadened to include more people under 
its protection. In fact, all citizens, except those such as railroad 
workers, Federal employees or others having adequate pensions sys- 
tems of their own, should be under social security. 

In theory social security proposes that each citizen shall pay with 
holding taxes into a fund during the earning years of his youth and 
then in old age be entitled, as a matter of right, not charity, to draw 
an old-age pension from this fund created by withholding tax pay 
ments. This is a form of old-age insurance, insurance bought by the 
insured from the Federal Government rather than a pr ivatec ompany 


SHOULD BE BROADENED 


Social security is now denied to certain groups among which are 
the farmers, 1ninisters of the gospel, and bed workers in the shellfish 
industry. These should be granted social-security coverage. 

About a year ago I took an opinion poll among farmers in my 
district as to whether they wanted social-security coverage. One 
question which I asked in my questionnaire to farmers was, “In your 
opinion shouid farmers be covered by the social-security law?” The 
replies from farmers in my district showed 708 favoring covering of 
farmers by social security and only 64 against. 

I conducted a similar poll among ministers of the gospel asking 
these ministers if they believed ministers should be placed under social 
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security. I received 107 answers to this questionnaire with 101 voting 
in favor of social-security coverage for ministers and only 6 against. 
Thus, based on returns from my district, the ministers are about 20 
to 1 in favor of social-security coverage for ministers. 


OYSTER WORKERS NEED COVERAGE 


On June 1, 1953, I introduced a bill, H. R. 5480, providing for the 
extension of social-security coverage to those who are engaged in 
performing services in the catching, taking, harvesting, or cultivating 
of any kind of fish or shellfish. 

There is a need for this legislation to correct existing injustices in 
social security. 

For example, under existing law, workers in the oyster canneries 
are under social security. But, under the existing law, those who 
work on the oyster beds in harvesting the oysters are not under social 
secur ity. 

It is a common practice of the industry to have a person work sev- 
eral days a week on the oyster beds and several days in the canneries. 
Under the present law the worker is under social security while work- 
ing in the cannery but not under it while working on the beds. Al- 
though this worker is employed by the same company and his rate of 
pay often is the same whether he works in the cannery or on the beds, 
he gets coverage only for that part of the time he works inside the 
cannery. This works a hardship on the worker and complicates the 
bookkeeping of the employer. 

It often happens that a worker will be employed inside a cannery 
for 9 months in a year during all of which — he is under social 
security. Then the remaining 3 months of the year, when the cannery 
is closed, he goes out and works on the oyster ia He is denied, 
by the present law, social-security coverage while working for 3 
months on the oyster beds, although he is employed by the same com- 
pany for which he worked inside the cannery. Such a worker loses 
3 months of social-security coverage a year as a result of which his 
average monthly earning for social-security purposes is less and his 
pension thereby is reduced below what it would be were he allowed 
coverage for the period he worked on the oyster beds as well as for the 
period he worked inside the cannery. 


OTHER REFORMS NEEDED 


Social security monthly pension benefits should be increased. The 
fact that an $18 billion reserve fund has been built up since social 
security was started 16 years ago indicates that benefits can be in- 
creased without endangering the long-range soundness and solve ney 
of the fund. 

Also, the amount which a pensioner can earn in any calendar month 
should be increased above the present meager $75. Under the pres- 
ent law if a social-security beneficiary earns more than $75 in a calen- 
dar month he, or she, forfeits his, or her, pension for that month. 

A change in this to an annual basis would be better. It has alw: Lys 
appeared to me that discouraging a person from working, normally, 
is economically unsound. The more people work the more goods they 
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produce. The more goods produced the more @oods there are for all 
the people and thus their living standard is improved. 

Also, totally disabled persons should not be penalized by the social 
security law because of their total disability. 

Under existing law, the disabled person ceases to earn and as a 
result, if he is under 65, his average monthly earnings are decreased. 
This, often, results in a drastic decrease in the disabled worker’s pen 
sion when he reaches the age of 65. 

The months during which a person is totally disabled shoukd not 
be counted against the social security insured person, Such months 
should be blotted out from consideration when the benefits of disabled 
ersons are figured. Such a change in the law would materially in 
crease the benefits paid those who have become totally disabled. 

On the whole the social-security law is, in my opinion, a good law 
but in need of many changes to correct existing Injustices and inequa] 
ities. While I am certain that the committee and Congress cannot 
correct all of these shortcomings in one session of Congress, they 
should seek to correct as many of them as possible. ‘This, I am sure, 
will be done. 

The Cuatrman. We thank you for your statement, Mr. Mack. 

If there is nothing further to come before the committee, we will 
now stand adjourned until 10 o’clock tomorrow morning. 

(Whereupon, at 4: 05 p. m., the committee was recessed, to reconvene 
at 10 a.m., Tuesday, April 6, 1954. ) 
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TUESDAY, APRIL 6, 1954 





Housrt oF REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the hearing room 
of the Committee on Ways and Means, House Office Building, Hon. 
Daniel A. Reed (chairman of the committee), presiding. 

The CuHarrmMan. The committee will come to order. 

The first witness this morning is the Honorable True D. Morse, 
Under Secretary of Agriculture. 












STATEMENT OF HON. TRUE D. MORSE, UNDER SECRETARY OF 
AGRICULTURE, ACCOMPANIED BY LOUIS J. DUCOFF, ASSISTANT 
CHIEF, FARM POPULATION AND RURAL LIFE BRANCH, UNITED 
STATES DEPARTMENT OF AGRICULTURE 












The CuatrMan. It is a pleasure to welcome you, Mr. Morse, in your 
first appearance before the committee. You may proceed in whatever 
manner you wish. 

Mr. Morse. Thank you, Mr. Chairman and members of the com- 
mittee. 

On behalf of the Department of Agriculture I wish to thank the 
committee for the opportunity of presenting our views on the proposed 
amendments to the Social Security Act and the Internal Revenue Code. 
A very important feature of the bill you are considering is its extension 
of coverage of the old-age and survivors insurance program to about 
10.5 million additional persons, of whom farmers and hired farm 
workers not now covered make up about half. The Department of 
Agriculture therefore has a very strong interest in this proposed 
legislation. 

The testimony presented to this committee by the Secretary of the 
Department of Health, Education, and Welfare, has dealt with the 
specific provisions and significance of the various features of the bill 
and the technical problems involved in its administration. Other 
departments have covered or will cover those aspects of the legislation 
falling within their respective areas of competence and interest. We 
shall deal primarily with the aspects of the legislation that directly 
affect farm people. Insofar as farm people are concerned, what this 
bill does in essence is to extend to self employed farmers t he protection 
of old-age and survivors’ insurance on essentially the same basis 
that it was extended in 1950 to the self-employed engaged in nonfarm 
businesses. It also extends to hired farm workers and their families 
the same protection of economic security in old age or in case of death 
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of the breadwinner that has been afforded for many years now t 
the preponderant majority of factory and other nonfarm employees 
It is our conviction that the provision of economic security for one’s 
old age or for his dependents in case of his death is as necessary for 
farm people as for those who earn their livelihood from nonfarn 
pursuits. We believe that farm people need the basic core of prote: 
tion that the Federal program of social insurance on a emcee sgh 
basis provides. Information available to us from studies made i 
several sections of the country also indicates that a majority of farmers 
surveyed favor their inclusion in the program of old-age and survivors” 
insurance. 

It is understandable that when the Social Security Act was first 
passed in 1935, without any previous experience, the approach take 
was of a partial nature insofar as coverages and other aspects wer 
concerned. Various occupational groups, including those engaged 

griculture, were excluded from coverage. This legislation was wm 
doubtedly viewed by Congress as evolutionary in nature to be im 
proved, strengthened, and made more effective and more universal i1 
the light of experience and need. Congress has thus from time t 
time amended the original act, and in 1950 took the import: int step 
of bringing under the program the self-employed engaged in nonfarn 
businesses, 1 ‘egular hired farm workers, substantial numbers of domes 
tic workers and a few other groups. These newly added groups had 
appeared up to that time to present special problems of an administra 
ee nature, Which in the judgment of Congress no longer appeared t: 
be deterrents. 

Further improvements in our social-security legislation are needed 
This need has been recognized by the continuing studies of subcom 
mittees and committees of Congress, and of the Department of Health, 
Edueation, and Welfare and its expert advisers. The President of 
the United States in three messages to Congress has asked for amend 
ments and presented plans for building on the progress of the past to 
make our social-seeurity programs more effective. The bill under con 
sideration represents a formulation of legislation to achieve these 
objectives. 

We strongly endorse the principle of extending coverage of the old 
age and survivors insurance provisions to farmers and to as many 
hired farm workers as is administratively feasible. We do so because 
under the conditions of modern-day agriculture, farmers need this 
protection just as much as do nonfarm workers and businessmen. To 
think otherwise would imply that somehow the hazards of old age or of 
premature death are different for farm people than for others. It 
would also imply that the economic conditions of farmers and their 
ability to provide for their own and their families’ future is superior 
to that of the rest of our population. The facts are at variance with 
any such implications. On the contrary the incomes of farm people are 
on the average lower and they fluctuate more widely. Both on the 
production and on the demand side the farmer is exposed to risks and 
factors bevond his control which can and often do lead to economic 
disaster. Whatever savings a farmer can achieve are too often limited 
to the equity he has in his farm investment, which can ch: ange dras 
tically in value under adverse conditions. 
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How these conditions affect farm people and their provisions for 
economic security in old age can be illustrated by findings from studies 
made recently by three State land-grant colleges in cooperation with 
the Department. Scientifically designed samples of farm operators in 
— ‘ted areas of Wisconsin, Connecticut, and Texas were interviewed 
by professionally trained workers. The results have been pub lished 
in a bulletin of the Storrs Agricultural Experiment Station in Con 
necticut and a bulletin by the University of Wisconsin. The report of 
the study in Texas is now in press to be published by the Texas Agri 
cultural Experiment Station. 

One purpose of the studies was to gain some insight into the degree 
of economic security that farmers have achieved. Information pro 
vided by these farmers on their net worth, that is, their total assets 
minus their liabilities, is relevant to this. Among farm operators 
ne aring retirement age (995 to 64 years), 36 percent of those interviewed 
in Wisconsin reported net worth of less than $10,000, while in Texas, 
te percent of those interviewed reported net worth of less than $5,000. 
These net-worth figures relate to the generally prosperous year of 
1951-52 and reflect a peak situation in agriculture. Even so, it is 
clear that the proportion of farm-operator families that have failed to 
achieve a satisfactory degree of economic security is high. Most of 
the farmers in each of these areas expected to depend upon their farm 
investment as the important source of income in their old age. Only 
a small proportion of the farm operators had any significant amount 
of life insurance. In the Wisconsin study about half had no life 
insurance at all and only about 15 percent had life insurance of $5,000 
or more. In Connecticut 30 percent of the commercial farm operators 
had no life insyrance, and only 32 percent had life insurance of $5,000 
or more, while in the Texas study over a third had little or no life 
insurance and only 14 percent had life insurance of $5,000 or more. 
When these farmers were asked their opinion as to whether farming 
toc: ay gives its people a better op portunity to prov ide for an economic 
“ec urity in old age than do other oce apenas of those who wave an 
opinion about half in the Connecticut and Texas samples and ove} 
two-thirds in Wisconsin disagreed with this view. 

One of the important questions asked of farm operators in these 
three studies was whether or not they would be able to take care of 
themselves if they retired in old age. Only 40 percent of the sample 
studied in Wisconsin had confidence that they could, and about half 
in Connecticut and Texas. 

There were other significant findings in these studies. but I shall 
not belabor you with the statistics, since they are available in the 
published reports. They do reveal that there are by far too many 
farm-operator and farm-laborer families in which the head of the 
family is well past middle age without adequate provisions for old 
age. To these farm families the fear of insecurity in old age is ever 
present. At the same time they share the desire of parents generally 
not to become dependent on their children or on relief in their old age. 

What farmers themselves think about being covered by old-age 
and survivors insurance is important here. The same three studies 
bear on this point. In each area studied, the majority of farmers were 
for the inclusion of farmers in the old-age and survivors insurance 
program, 56 to 69 percent. An even higher proportion approved of 
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the inclusion of regular hired farm workers, 69 to 74 percent, and 
those who had regular hired workers covered reported little difficulty 
in complying with the regulations. Only a minority of farmers fav 

ored the extension of coverage to short-time seasonal workers, because 
many of those interviewed thought that there might be difficult record 

keeping problems. ‘The attitude of the regular hired workers to their 
own coverage was preponderantly favorable. They also were in favor 
of extension of coverage to farm operators. In the Texas study, 3 
out of 5 regular workers who had an opinion on the matter favored 
extension of old-age and survivors insurance to short-time farm 
workers, and in Connecticut, about 1 out of 3 

As this committee knows, farm people share in the cost of providing 
old-age and survivors insurance to nonfarm workers, since the cost 
of commodities and services farmers buy is affected by costs of pro 
duction including social-security taxes. Likewise, many farm people 
have periods of nonfarm work when they pay the social-security tax 
and then lose the op portunity of qualifying for benefits when they 
return to farm work. Through both of these ways, farmers and the 
majority of hired farm workers in effect help to maintain our system 
of old-age and survivors insurance without sharing in its benefits. 
This is an inequity that should be corrected. For this and other 
reasons indicated, the Department of Agriculture supports the legis 
lation being considered by your committee. 

Mr. Chairman, I would be happy to respond to questions if there are 
questions I can answer. 

The Cuarrman. I would like to ask a question. I was brought up 
on a farm and IT know how very independent farm people are and 
jealous of their independence. They just do not like to be compelled 
to do anything against their will. I was wondering in the surveys 
you mentioned whether or not it was objective questioning or were the 
parties asking questions of the farmers selling them the idea. Was it 
a sales proposition or were they developing a factual survey ? 

Mr. Morse. I cannot give you that information. We would be 
vlad to supply it, unless Mr. Ducoff, who is with me, can respond to 
your questions. 

Mr. Ducorr. Mr. Chairman, I might say that in the surveys, every 
effort was made to have the questions asked of the farmers stated ; 
objectively as possible without in any way influencing their remenas. 
In the questions on their attitudes toward the old-age and survivors 
insurance program generally and with respect to their attitudes 
toward possible inclusion of themselves, the farmers were first asked 
as to whether they had any knowledge of the program at all before 
they were asked any questions, because it seemed to the a 
who devised the study, and they were social scientists, experienced ji 
attitude and opinion surveys, that it would not do to ask somebody an 
opinion about something that he had no knowledge of. Where the 
respondent, the farmer, or the farm laborer, indicated that he did not 
know anything about the program, he was told in simple terms a 
factual statement of how the program works, what it is, and then he 
was asked his opinion. 

But for the farmers who indicated some knowledge of the program, 
they were asked objectively their attitudes toward the program and 
toward their own coverage as well as coverage of the laborers. 





SOCIAL SECURITY ACT AMENDMENTS OF 1954 199 


The CHairman. May I ask this question: Were these surveys con 
lucted with farmers in groups with questions and explanations or 
were the farmers contacted individually’ How did they handle it4 
Did the wife take part in all of this? 

Mr. Ducorr. Mr. Chairman, the survey was what the sampling 
people call a probability sampling of farmers. The farmers were 
nterviewed Snclbvides illy at their own homes. The interviewers came 
to the farmers who were in the sample and interviewed them there. 
Sometimes the wife was present, but the questions were asked of the 
operator. 

The CHatrman. Thank you very much. 

Mr. Mason will inquire. 

Mr. Mason. No, I just want to ask if these surveys you are talking 
about, and which vou indicated in this were in the States of Connecti- 
cut, Wisconsin, and Texas, are the only three surveys you have made. 

Mr. Ducorr. Those are the only three studies we have made, and 
they were studies in certain areas of the States. The Texas study was 
not a statewide study but was a study in Wharton County, Tex. 

The CHarrman. Mr. Sadlak will inquire. 

Mr. Saptak. I noted on page 3 you make reference to surveys. Are 
copies of the surveys available ? 

Mr. Morse. The two that have been published are available: yes, sir. 
The third one is in press. 

Mr. Saptak. Have they been distributed to Members of Congress, 
perchance? IT certainly would like to have the one prepared by the 
University of Connecticut. 

Mr. Morsr. We would be happy to supply copies to the committee. 

Mr. Sapiak. Let me ask one further question: It is pretty much 
along the line Mr. Mason asked you. What type of farmers were in 
betarsaivect In Connecticut, we have dairymen, tobacco men, fruit 
erowers. Did you keep restricted to any particular type of farmers 
or did you take all of them? Can you tell me something about that ? 

Mr. Ducorr. I shall be happy to answer your question. In Con- 
necticut, the study made was almost a statewide study. It included a 
sample of all areas of Connecticut except the three metropolitan areas 
as delineated by the Census Bureau. So Litchfield County over in the 
western part. and about 4 or 5 counties over in the eastern part were 
the areas that were sampled. 

All types of farming that are found in those areas were included 
the sample so that we had dairy farmers, poultry farmers, general 
farmers, and others. The sample included the commercial farmers as 
well as the residential farmers. 

Mr. Sapnak. I think the survey will answer my questions for me, 
but I think too many times we overlook the fact that we have a great 
deal of tobacco farming in my State. It is a $70 million annual i 
dustry. I was afraid that when you were answering my question, 
when vou got to the dD counties, you might forget that we only have s 
counties in the State of Connecticut. 

Mr. Ducorr. I was speaking from memory here. but the counties in 
Connecticut were Litchfield, New London, Middlesex, Tolland, and 
Windham. 

Mr. Saptak. Of course in New Haven County we have a great deal 
of truck gardening. Much of it goes down into the metropolitan New 
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York area, which apparently has not been checked. Just outside o 
Hartford we have a great deal of dairying, tobacco, and also a great 
deal of truck gardening there that might come into the survey. 0) 
the insurance part of your testimony, I wonder about our Connecticut 
insurance companies. We always talk about Hartford being the i1 
surance center of the world. I think they would be quite surprised 
and perhaps pleasantly surprised to know that they ought to do : 
lot more work among the farmers and sell a lot more insurance, be 

cause it is right there in their backyard. 

Mr. Morsr. Mr. Chairman, that prompts me to say to the commit 
tee that even though we have referred to only these 3 studies, when i 
comes to provisions for old age and the amount of insurance carried, 
the small amount relatively of insurance carried by farmers, there ar: 
studies in many other States that tend to substantiate what appears i 
these 3 studies. These studies carry the inquiry about the desire or ad 
visability of being included in the old age and survivors insurance pro 
gram, so they are particularly pertinent to the question before you. 

Mr. Sapiax. I know a great many of the farmers up there, and | 
happen to be a member in good standing of the Tolland County Farn 
Bureau, and have worked with farmers there since 1934. I find 
great many of the farmers are older men and ought to be retiring, but 
the ‘y are tremendously concerned about their sons being taken into the 
armed services and they wonder who is going to conduct the farms 
after they get away. They are also concerned about labor for the 
farms, because everyone wants to work in an airplane factory outside 
of Hartford. They are having a great deal of difficulty in that respect 

I don’t find many of them asking me about being included under 
this particular bill, although I am sure there must be a great many. 

The Cuairman. Mr. Baker? 

Mr. Baker. I have a question or two but I am not in any hurry. 

The Cuairman. Go right ahead. 

Mr. Baker. Mr. Morse, do you have any figures as to how the insur 
ance coverage on farmers compares with other trades or occupations’ 
Did you m: ake any effort to compare the figures here on life insurance 
with any other trade or profession / 

Mr. Morse. I don’t have those comparisons. Mr. Ducoff 
able to supply that. 

Mr. Ducorr. We have some information from other sources, sir. 

Mr. Baker. Fine. It seems very, very low to me and I was wonder 
ing if that was right. : 

Mr. Ducorr. I have some information of a study made by the Survey 
Research Center of the University of Michigan which was prepared for 
the Institute of Life Insurance. As I gather, this was a national 
sample survey. The result of that study for 1951 indicates that 45 per 
cent of farm operators did not have any life insurance, whereas for oo 
other occupational groups combined (excluding the retired) only 
percent did not have life insurance. 

Another study for 1948 indicates a rather similar picture, that the 
number without life insurance is smaller in the large cities than in the 
open country and progressively smaller—the larger the city, the 
smaller the proportion of families without life insurance. The infer- 
ence seems to be from the information that farmers have a lower pro- 
portion of people with life insurance than other occupations. 


may be 
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Mr. Baker. Especially than urban dwellers? 

Mr. Ducorr. Yes, sir. 

Mr. Baxer. I have one other question. In conducting this survey, 
whether it be in meetings or individual interviews, did the farm 
people exhibit apprehension about recordkeeping and data like, for 

nstance, the housewives in Texas did? Was there very much along 
that line? 

Mr. Ducorr. Yes. It is true that some of the farmers expressed 
ipprehension about recordkeeping, particularly with respect to short 
time hired farm workers. That was probably one of the main reasons 
given by them when they were asked their opinion as to whether they 
were for or against inclusion of short time hired workers. 

Mr. Baker. But the Department is opposed to including the short- 
time workers, are they not? We are also, as I understand it. 

Mr. Morse. Yes. Where it is too intermittent and short time, that 
would be our present attitude in keeping with the bill. 

I might say that the simplified procedure which is provided for in 
this proposal before you, the legislation that is before you, we think 
t would very substantially overcome objection because there is no 
recordkeeping really calle d for by a farmer, as I understand the meas- 
ire, if their income is less than $1,800 a year. Beyond that they begin 
to get into the income-tax class with recordkeeping. They are pretty 
well indoctrinated with it now, and they would not find it a barrier. 

Mr. Baxer. Thank you. 

The CuHarrmMan. Mr. Knox will inquire. 

Mr. Knox. On page 4, Mr. Morse, which deals with the percentages 
of farmers that approve. There were 56 to 69 percent, according to 
your statement, that approved of the old-age and survivors insurance 
program. On the 56 percent to 69 percent, then there were 44 per- 
cent, apparently, that ee not approve. Could you tell us whi at justi- 
fication they used for being opposed to the OASI program? What 
were their objections to it? That is the 44 percent of the people in 
some areas that did not want to be covered and 56 percent did—what 
were the objections ? 

Mr. Ducorr. Let me first say, sir, that it was not 44 percent that 
objected to it. The difference between 56 percent in the Texas study 
and the 100 percent includes about 21 percent who had no opinion 
on the matter. In other words, they said that they could not express 
an opinion on it, and only 23 percent said that they were not in favor 
of it. So it is the 23 percent that would have given some reason 
why they were not in favor of it. 

The reason, sir, varied among farmers, as you would expect. In 
some cases they felt that it was a matter for the individual to take 
care of his own economic security in the future rather than any 
vovernmental, what they called “interference” in private matters. 
Others thought that it ought to be on a voluntary basis. Still others 
thought that it should apply to small farmers but not to the large 
farmers who they reasoned because of their large farming enterprise, 
might be in a position to take care of their own retirement problems. 
There were a variety of reasons that were given. 

Mr. Knox. Did you find any objection because of the farmers in 
feeling that once again his operations were going to be regimented 
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by the Government because of interference, regimentation by thr 
Government as far as he was concerned 4 

Mr. Ducorr. That was a reason that was mentioned by some 
the respondents. 

Mr. Knox. Apparently what percentage would you be inclined to 
believe had that feeling ? 

Mr. Ducorr. I am sorry, I am not prepared to answer that. [ di 
not have tabulations by reasons. I do not know whether those 
detailed tabulations have as yet been made. It might require going 
back to the data from the survey. 

Mr. Knox. When this survey was conducted, was it thoroughly 
explained to the farm groups, their responsibility if the Congress 
should give them coverage under social security ¢ What base wa 
used as a formula of their contributions? 

Mr. Ducorr. Many of the farmers knew what the scale of cor 
tributions— 

Mr. Knox. Not many? 

Mr. Ducorr. I mean many of the farmers who were interviewed 
and who indicated knowledge of the program knew the scale of con 
tributions that were then in effect. To others, if they did not know, 
it was explained in general what the program involved—that th 
farmer himself has to contribute a small percentage of his annual 
net income to this fund. For a farmer who was an employer, it was 
explained that he had to contribute half of the total tax. 

Mr. Knox. What percentage of the farm group that were surveyed 
would be in the age group from 25 to 45 years of age? 

Mr. Ducorr. The survey included a sample of all age groups that 
you find among farm operators as the situation is, so that any agt 
group had its proportionate chance of getting into the sample. The 
sample was designed to be representative for the area surveyed of 
the actual age distribution of farm operators. 

Mr. Knox. Do you have any information to give to the committee 
relative to the opinions of age groups as far as the coverage is 
concerned ¢ 

Mr. Ducorr. Yes. In general, the surveys showed that the older age 
group were more favorable to coverage of farm operators, and that the 
younger age group were also more favorable than the intermediate age 
group. Among farm operators under 35 in the Texas survey, a highe1 
percentage showed up as in favor of inclusion of farm operators, and 
similarly among those 65 and over a higher percentage showed up as 
in favor than in an intermediate age group of about 45 to 55, as I 
recall the information. 

Mr. Knox. In the survey I would suppose that the farm group that 
were contacted were informed of their responsibility to possibly have 
to make a contribution of $125 annually, in order to get this coverage ¢ 

Mr. Ducorr. Not specifically in those terms, sir. 

Mr. Knox. They were not. What terms were used / 

Mr. Ducorr. The questioning did not go into detail of actually 
figuring out the amount of money that the farm operator would have 
to contribute if he were covered. 

Mr. Knox. I am speaking of the self-employed, understand. I am 
not speaking about his hired help that he has on the farm that he 
would be responsible for, but the self-employed group. 
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Mr. Dr COFF. In some situations the farmer mia have asked for the 
nformation and was supplied that. That is, at that time the contribu 
tion, I think, was 214 percent. 

Mr. Knox. But it was not gener al, then, that the people vho made 
the survey went through the entire formula in detail and told the 
farmer what his responsibility would be if he wanted to be covered, 
s that true / 

Mr. Ducorr. Not in the sense of figuring out for the farmer. but 
indicating to him the general principle on which it would work. There 
was no attempt not to supply him that information if he indicated a1 
interest in knowing precisely how much money he would have to 
contribute. 

Mr. Kwox. The reason why I ask these questions is that I have 
16 counties which I represent in Congress, and each one of those coun 
ties has at least a small segment of agricultural operations. I have 
only two letters out of 1ihy entire district requesting that the farm 
group be given coverage. I am wondering just how thorough this 
question has been exp ylained to the farm group. I certainly do not find 
any great enthusiasm for the program as far as the farmers that ] 
represent are concerned. That is the reason why I ask these questions, 
to find out just what the farmers’ attitudes were. I used 44 and you 
said 23, because there was a percentage in there that had no opiniot 
In other words, the »y were not ap proving when the \ his id no opinion. 

I believe that is all, Mr. Chairman. 

Mr. Morse. I would not be surprised at your lack of mail on it, 
because the concentration of attention among farm people has bee: 
on matters other than something of this kind, and unless someone was 
carrying on an educational campaign toward some legislation of this 
kind, I would doubt if you would be hearing much from farmers on it. 

Mr. Knox. May I state to you that each week I make a radio broad 
cast over nine radio stations in my district, and I have told them of the 
hearings that were coming up, and the overall coverage which the 
bill would provide. They certainly have had some information if they 
listen to the radio at all, because I try to bring to them the problems 
that are confronting the Congress. 

Mr. Morse. That should bring more response than would have been 
the case otherwise. There is a statement here: I was just glancing 
through the summaries of these bulletins. In connection with the Wis 
consin survey, there is a statement, “The younge operators more com. 
monly than ihe older operators were insured and for larger amounts.” 

That is in keeping with what is revealed in other studies, that the 
younger farmers are tending to acquire insurance and would be more 
alert to the benefits and the need for such coverage than those who are 
of the older generation. We would anticipate that farmers, when in 
formed of the benefits which they would receive and fully understood 
the situation, as against the cost, would appre ate the extension of 
this coverage to them. 

Mr. Curtis of Nebraska. Mr. Chairman ? 

The CHarrMan. Do you want to inquire / 

Mr. JENKINS. I believe it would be helpful, sir, if you would insert 
some of these figures which are pertinent to these questions that have 
been asked you into the record, So that we can have those figures. 


Mr. Morse. Thank you. 
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The Carman. Mr. Curtis of Nebraska. 

Mr. Curtis of Nebraska. Mr. Morse, referring to your statement on 
page 5, the second paragraph there, you have this: 

As this committee knows, farm people share in the cost of providing old-age 
and survivors insurance to nonfarm workers since the cost of commodities and 
services farmers buy is affected by the costs of production, including social- 
security taxes, 

Do you mean by that, when a farmer buys a tractor or some fencing 
or anything else, that part of the social-security cost has been passed 
on to him? 

Mr. Morse. Yes, sir. 

Mr. Curtis of Nebraska. That is not limited to social security 
costs alone, is it ? 

Mr. Morse. No, sir. 

Mr. Curtis of Nebraska. If the steel industry has a pension pro 
gram of their own, the only place they can get that is from the eus 
tomers who buy steel, isn’t that right? 

Mr. Morse. Those costs are inevitably passed on; yes, sir. 

Mr. Curtis of Nebraska. And if the coal industry has a pension 
program, it is passed on? 

Mr. Morse. Yes, sir. 

Mr. Curtis of Nebraska. And certainly the employer’s share of 
social-security taxes is passed on. Is that true? 

Mr. Morse. Yes, sir. In the main that would be true. There might 
be a minor part out of profits. 

\tr. Curtis of Nebraska. In these days of well-organized labor and 
collective bargaining and the emphasis on take-home pay, isn’t it 
probable that some of the employees’ social-security taxes are passed 
on in the cost of things? 

Mr. Morse. I would think that might well be the case. 

Mr. Curtis of Nebraska. Farmers as a class are heavy purchasers 
of manufactured articles and equipment and that sort of thing, are 
they not? 

Mr. Morse. Yes, sir. 

Mr. Curtis of Nebraska. So throughout the years the farmers have 
been carrying a considerable portion of the cost of this program, is 
that not correct ? 

Mr. Morse. They would be substantial contributors in that way. 

Mr. Curtis of Nebraska. Yes. Now, if they are placed under social 
security, they will pay their own social-sec urity taxes but they will 
still be carrying their load as consumers, too, will they not ? 

Mr. Morse. Yes, sir. Of course in that regard they will parallel 
many other people who are buyers of appliances, supplies, and various 
other things. 

Mr. Curtis of Nebraska. But a great many city people, especially 
those living in apartments, are not the purchasers of heavy equipment 
and expensive machinery to the extent that farmers are, is that 
correct ¢ 

Mr. Morse. In the operation of a farm as a business, of course, they 
are larger purchasers. 

Mr. Curtis of Nebraska. The passing-on process ends with the 
farmer, does it not? Did you ever hear of a farmer going to market 
with a truckload of hogs and saying, “I have to have more for my hogs 
today because I had some increased taxes I had to assume”? 
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Mr. Morse. That is hardly withn his ability. 
Mr. CURTIS of Nebraska. No. And when he sell 


t 


ipples, or anything else, he says, “What will you give me?” Is that 
not right? The passing-on process ends pretty much right there ‘ 
Mr. Morse. Yes. We have a passing on process to the extent that 


we have price supports which give farmers a Government market 


where he passes on some of the support costs 

Mr. Curtis of Nebraska. Yes, that is true. I feel that a nationa 
social-security program has to be for all the people. I think universa 
‘overage is essential. But as a representative = i farm district 
concerned that farmers pay not res than their just share 
come in as self- emp loved, they will pay 20 percent more tax 
employee, and this rate is going up. T he te timony Ve sterd: LV Wi 
a farmer who had a gross income of the maximum would pay $126 a 
year in addition to all that he pays that is passed on to him. I think 
‘ should also be clearly pointed out that the disability provisions of 

he Reed bill will add to the cost of social security, and it cannot bring 
any benefit to any farmer who is now disabled, because the testimony 
of the Department was yesterday that of the present disabled over the 
country, it would be only those who had bee nh pre viously un ide1 Soc lal 
security. I think there are some problems that this committee has té 
iron out in order to do justice to the farmer. 

Before our work is finished, if the Department of Agriculture « 
give us any help on it, I am sure it would be appreciated. 

Mr. Morsr. We would be very happy to respond to any requests 

Mr. Curtis of Nebraska. If there is a farmer that is 65 or past, o1 
near that, and he has been out of farming. but social security is 
extended to him, is it very easy for him to v0 back into farming for a 
year ortwo? Is it easy for an old man to rent a farm? 

Mr. Morse. It would be quite difficult unless he entered farming as 
an employee of a farmer. 

Mr. C1 RTIS of Nebraska. And he might not be phy sically able Lo 
do that. 

Mr. Morse. Under the pressure of wartime and postwar conditions, 
there was much calling back into work of older workers. 

Mr. Curtis of Nebraska. And if he was going to go in for himself, 
it would take a sizable investment in modern machinery, even to run 
a small farm at the present time, is that true? 

Mr. Morse. It would depend upon the type of farming, but there 
are some types where the size of investment could be held down to a 
small amount. 

Mr. Curtis of Nebraska. What I am getting at is that in 1950 when 
the Congress made it possible for people not only to get social security 
but the maximum benefit for a token payment, a maximum benefit may 
be worth $18,000 for a token payment of $81, it made it possible for 
people who were already old to Zo back and get a job and work that 
little while and get that bargain. But a farmer definitely has a lot of 
roadblocks in his way, if he is going to go back into farming, because 
in the first place he has to rent or buy a farm, and he has to acquire 
this machinery. It is quite impossible to do. 

I might also point out that the bill before us also requires that the 
farmer have income to be covered. If a farmer is getting along in 
years, and social security is passed, he does not just have to decide, “] 
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will carry on my farmiag for 2 more years or 3 more years and qualify 
for this,” but he has to have income. Alla city worker has to prove 
is that he worked in a covered occupation. If he never got his wages 
or if his employer went bankrupt and never paid the taxes, never eve 
reported them, that is not a bar to his benefits. He just has to have 
worked and have a record of that work. 

Is it not infrequent, by reason of drought, of hailstorms, of floods 
or of grasshoppers that farmers do not have any gross income ? 

Mr. Morse. It would tend to be an exceptional case, but there are 
cases in some years. 

Mr. Curtis of Nebraska. There are wide sections of my district that 
went through the 1930’s with 7 complete failures. I am not refer 
ring to market conditions where they handle a lot of money and make 
no profit. [Tam referring to situations where a prolonged drought was 
experienced and they just did not raise anything. 

Mr. Morsr. I was working out through Nebraska during that period 
as well as a number of other States out there, and it is true that there 
was little income where farmers were dependent upon crops alone. 
But where they had livestock, dairying and other such enterprises, 
of course they did have income even in the drought years. 

Mr. Curtis of Nebraska. I understand these are not the burdens 
of the Department of Agriculture, but certainly farmers should 1 
ceive the same treatment and the same opportunity for benefits as 
other people. But with the proposed increase in the wage base, with 
the extra 50 percent tax they have to pay, plus the fact that they prob 
xbly pay more social-security taxes, as consumers, than others, I be 
lieve the Congress has to look at some of those things. 

The Department of Health, Education, and Welfare presented us 
with a chart the other day, and it shows that in the farm counties 13 
percent of the aged are drawing OAST benefits, while in the nonfarm 
counties 36 percent of the aged. Of course we are operating under a 
plan where individuals do not buy and pay for their own benefits. It 
is a token payment. Those who have paid the most have paid about 
+ percent of the amount of their benefit, if they have been in the system 
since 1936. 

So if the farmers, particularly the middle-aged and young farmers 
come in, their high taxes for social security will go to support a pro- 
gram that is weighted very heavily in favor of the nonfarm counties. 
The ‘y will come in at a dollar tax amount more than four times what 
the industrial worker came in for. For a number of years they are 
not going to have very much relief from their local and State taxes in 
supporting old-age assistance, because 31 percent of the aged in the 
farm counties are on old-age assistance, while only 17 percent in the 
cities. 

So I agree with the Department of Agriculture ~~ the benefits 
of this program should be made available to farmers, but I certainly 
think that the Congress should not put an unjust and unfair burden 
on the agriculture. I think some provision should be made for those 
aged who have not had a chance and cannot have a chance of getting 
a bargain rate like the city folks did. 

Mr. Morse. I have two comments, Congressman Curtis: In the first 
place, there has been an extension of age of the people remaining in 
agriculture. The average age at which farmers have been retiring 
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has increased during the war and postwar periods. So I sth 
would find more of the older farmers still operating than if we went 
back 10 yearsago. Many older people would be able to qu: alify. 

The other comment is the inequity between farm people and non 
farm, which you cited, would be made worse unless farmers are 
brought into the program at this time. Would that not be the case ? 

Mr. Curtis of Nebraska. I think that is true, but bringing them 
in will not change it very much during the first 5 or 10 years. 

The Cuatrman. Mr. Cooper will inquire. 

Mr. Cooper. Mr. Chairman. 

Mr. Secretary, I would like to ask you a few questions just for infor 
mation, without undertaking to express any opinions or views that 
I might hold on this important subject which you are here testifying 
about in an effort to help us meet and solve this problem that is before 
us. I am sure you realize that there are two outstanding reasons why 
farmers have not been included in the program before this time. One 
is that according to the information presented to the committee, they 
did not want to be included. And second, the difficulties of 
administration. 

I assume that you, as spokesman for the Department of Agriculture, 
have very carefully considered those two questions? 

Mr. Morse. Yes, sir. 

Mr. Cooper. Is that correct? 

Mr. Morse. Yes, sir. 

Mr. Coorrer. Now, then, is it your opinion and do you so state here 
to the committee, that the Department of Agriculture feels certain 
that the majority of the farmers of the country want to be included 
under the OASI social-security program ? 

Mr. Morse. Yes,sir. That seems to us to be a clear indication. We 
think that as they understand the benefits, even more of them would 
be very desirous of being given the benefits that have been given to 
other people. 

Mr. Cooper. Would you be kind enough to give us the reason upon 
which you base that conclusion ? 

Mr. Morse. The country has become acquainted with the program 
through the years that it has been operating. Farmers have shared 
that acquaintance. There are many reasons. That I would put first 
and feel was the most compelling. 

For the second, I have referred to the simplified administration 
and accounting which is being provided in this bill. During the 
years, as you know, farming in the larger units, more productive 
farms, has moved definitely toward being more of a business than a 
self-sustaining operation. 

In the payment of income taxes, the accounting for income-tax 
purposes and in the operation of the farm as a business, many farmers 
are now much more familiar with such transactions and would be 
receptive tothem. Ihave cited here the fact that the younger farmers 
in at least one of these surveys—and I think that we would find it 
true in other instances—the younger farmers are buying more life 
insurance and seeking more protection for their families. That would 
indicate a trend that I am confident we will see expanding as we go 
forward. 

Mr. Coorrr. At the moment I would appreciate it if you would 
confine your remarks to the question, first, as to how you reached 
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the conclusion that the majority of the farmers of the country wa 
to be included under the program. 

Mr. Morse. Yes, sir. That was what I was attempting to explai 
Mr. Congressman, 

Mr. Coorer. All right. 

Now, how did you go about determining whether a majority of t 
farmers of the country want to be included or not? 

Mr. Morse. I was explaining some of the reasons why we would 
expect that they desired it. However, the evidence based on sampling 
surveys is contained in the testimony and will be further explaine: 
in the bulletins which will be made available to the committee as 
requested by the chairman. 

Mr. Coorrr. In the first place, on page 2, the last paragraph, you 
say, “We strongly endorse the pr inc ip le of exte nding coverage of t 
old-age and survivors-insurance provisions to farmers, and to as mai 
hired farm workers as is administratively feasible.” 

We cannot legislate on principle entirely here. We have to legis 
late on the terms included in a bill. When you say you approve 
in principle, I think most everybody would agree to the principle, 
but I am trying to get you to help us by giving some of the practical 
consideration that should be taken into account here. 

Mr. Morsr. Yes, sir. 

In addition to this statement to which you have referred, we have 
stated that we are supporting the legislation, the bill that is before 
the committee. 

Mr. Cooper. I understand you are supporting the bill, the Depart 
ment of Agriculture is supporting the bill, but I think it would be 
helpful if you would give us some of the details and some of your 
reasons for supporting the bill, and especially on the question of 
whether you are convinced that the majority of the farmers of the 
country now want to be covered under the program. 

Mr. Morsr. Yes, sir. One of the major reasons for our position 
is that they do want to be covered. That is a major reason why we 
are testifying as we are today. 

Mr. Coorrr. All right, then, how is it that you arrive at that con- 
clusion that they want to be covered ? 

Mr. Morse. I have cited these surveys which support that. They 
are from representative areas. Also there is the evidence to which I 
have previously referred which is contained in other surveys which 
show the inadequate provision which farmers have for their old-age 
protection, their growing tendency to buy life insurance, to get pro- 
tection for themselves and for their families, other trends of that kind 
which we feel very clearly demonstrate that farmers should not be 
denied and would welcome the type of coverage which has been 
extended to so many other people. 

Mr. Coorer. On page 3 of your statement you refer to certain types 
of surveys that were made in three States, Wisconsin, Connecticut, 
and Texas. 

Are you willing to base your opinion that a majority of the farmers 
of the country want to be covered under the program by the type of 
survey that you made in only 3 States out of the LS ¢ 
Mr. Morse. Yes, sir. But may I again call your attention, Mr. 


Congressman, to the fact that there are many other studies which, 
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eto the social-security benefits, they substantiate what I have been 
estifying to. 

Mr. Cooper. But you do not give us the benefit of that in your state 
nent. 

Mr. Morsr. No, sir. But if you would like, we would be glad to cite 
ther studies and some of the information contained in them. We 
ould be very happy to refer to data from other States. 


Mr. Coorer. In your statement here, paragraph 2, on page 3, you 
tate: 


though they may not have included the specific questions in refei 


How these conditions affect farm people and their provisions for economie 
security in old age can be illustrated by findings from studies made recently by 
hree State land grant colleges in cooperation with the Department Scien 
ifically designed samples of farm operators in selected areas in Wisconsin, 
Connecticut, and Texas were interviewed by professionally trained workers 
The results have been published in a bulletin of the Storrs Agricultural Experi- 
nent Station in Connecticut, and a bulletin by the University of Wisconsin 
The report of the study in Texas is now in press, to be published by the Texas 
Agricultural Experiment Station. 


Then there is the last paragraph: 


One purpose of the studies was to gain some insight into the degree of economic 

urity that farmers have achieved. Information provided by these farmers 

1 their net worth, that is, their total assets minus their liabilities, is relevant 
to this. 


It would appear that this survey that was made in 3 States out of 
iS States of the Union as to the economic conditions of the farmers, 
s the type of survey you made and the type of information that you 


secured. But you do not, as I understand it, give us any information 
n that statement as to how you ascertained the desire of a majority 
of the farmers of the country to be included under the program. 

Mr. Morse. As you ns Mr. Congressman, such conclusions are 
determined frequently by sampling methods. Here is sampling in 
three States. They are w idely separated and they represent different 
types of farming and different stages of development as far as agri- 
cultural development is concerned. Different age farmers are cov- 
ered. From Connecticut, going across to Wisconsin, a Northern State, 
leavy in dairying, and moving down to Texas, which is a much newer 
trea as far as agricultural development and settlement are concerned ; 
ill of that is contained in the report. 

Many of the business decisions of the country are based upon sam 
pling methods on which people rely as reflecting much broader con 
ditions. 

To that extent we would have no reason to question why the find 
ings in these areas would not be similar to a more extended and com- 
plete sampling process Again I refer to the fact that some of tl 
basic information here is substantiated by other studies in other States 
which show the lack of provision which farmers have been able to 
make or have made for their old age, and the indication that they are 
concerned about their old age security. We would expect, as a result 
of such information, and also from my personal knowledge in work- 
ing with farmers, that they would desire the same benefits which have 
been extended to other people. 

Mr. Coorrr. There is quite a difference between desiring benefits 
and being willing to meet the requirements that are necessary to secure 
those benefits. . 
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Mr. Morse. Yes, sir. When I say desire, I also mean their willing 
ness to pay the costs necessary to get the benefits. 

Mr. Cooper. In the statement you make here, you say in these 3 
States the sampling was in selected areas, and not statewide but cer 
tuin selected areas of 3 States that you made this sampling. 

Mr. Morse. Yes, sir. That is a sampling process. You select rep 
resentative areas and then, within those areas, select a cross section of 
the people. You get a sample distributed by age levels, and other 
characteristics that reflects the composition of the universe from which 
the sample was drawn. Before coming to Washington I engaged in 
such activities for business concerns in which this type of sampling 
was used as a guide to operations of business concerns as well as in 
other developments. It is a recognized sampling technique. 

Mr. Coorer. What information are you prepared to give the com- 
mittee as to the attitude of the large farm organizations of the 
country ¢ 

Mr. Morse. I would think, sir, that you had better get that 
direct, if it is desired. I would not be able to speak for them. 

Mr. Cooper. You just made this limited sampling that you have 
told us about here and did not pursue the matter further ? 

Mr. Morse. We have the resources of the Department of Agricul- 
ture and the various experiment stations and colleges available, and 
out of such information we have come here with this testimony. 

Mr. Coorrer. At the bottom of page 4, you say: 

What farmers themselves think about being covered by old age and survivors 
insurance is important here 

And T agree with you, that is very important. That is the question 
we have encountered all the way through in considering social se 
curity, what the farmers themselves think about it. 

Quoting further: 

The same three studies bear on this point In each area studied, the majority 
of farmers were for the inclusion of farmers in the old-age and survivors insur 
ance program, 56 to 69 percent. An even higher proportion approved of the in 
clusion of regular hired farmworkers, 69 to 74 percent, and those who had regular 
hired workers covered reported little difficulty in complying with the regula 
tions. Only a minority of farmers favored the extension of coverage to short 
time seasonal workers * * *, 

What proportion of farmworkers may be classified as short-time 
seasonal workers in comparison with all the farmers of the country? 

Mr. Morse. I don’t know whether Mr. Ducoff can supply that. I 
will be olad to include it in the record, but IT cannot quote you that 
information. Can you supply it? 

Mr. Ducorr. We can supply it. 

Mr. Morse. Do you know the figure so you can state it here ? 

Mr. Ducorr. I believe we should supply it. 

Mr. Morse. We will get it for the record. 

Mr. Cooper. You want to submit that later ? 

Mr. Morse. Yes, sir; so as to get a more accurate figure than we can 
state here. 

(The information requested by Mr. Cooper on short-time seasonal 
farmworkers is as follows :) 

Since 1945 the Bureau of the Census has made each year a national sample 
survey for the Department of Agriculture to secure information on the size 
of the hired farmworking force, on the distribution of farm wage workers by 
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their duration of employment at farmwork, and on oth 

recent survey relates to 1952 In that year there were approximately 

persons 14 years of age and over in the United States whe did farm-wage work 
ut some time during the year. The following table shows the dist: 
of farm-wage workers by amount of employment at farn uge work for 1951 
and 1952. Information on days of farm-wage worl wate o all work done 
in the year, regardless of the number of employers for whom the work was done 


butions 


Distribution of farm wage workers by number of daus of farm iwage work during 
the year, United States, 1951 and 1952 


Chousa 


Under 25 
25-74 

5-149 
1%)-249 

250 and over 


Data relate to persons 14 yeu 

the year. Groups other than 

vithout legal authorization an ign natio who w 
farms and who had left the country by the end of t 


Mr. Coorer. Is it not true that a considerable part of farming is of 
a seasonal nature / 

Mr. Morse. Yes, sir. However, even some seasonal labor would be 
covered. It would be the short intermittent type of employment, as 
we understand it, that would not qualify under this extension of 
coverage. 

Mr. Coorrer. In ordinary farm operations, there are only certain 
seasons of the year when the farmers plant their crops. 

Mr. Morse. Yes, sir. 

Mr. Coorer. And certain seasons of the year when they harvest those 
crops. 

Mr. Morse. Yes, sll 

Mr. Cooper. So the question of seasonal operat ions enters into it to 
a considerable extent: does it not 4 

Mr. Morse. Yes, sIr. Of course, those who are working In agri 
culture ay follow those operations or they miery follow the harvest 
so that some of them are regularly employed in agriculture work even 
though they may change e mploye rs during the course of the season. 

Mr. Coorer. One other difficult problem that we have encountered 
through the years in considering the question of covering farmers 
under social paponic is that of administration. I am sure you know 
that there is a great variety of types and forms of employer and em- 
ployee reli stcaaiane existing in agriculture. 

Mr. Morse. Yes, sir. 

Mr. C'OOPER. And different parts of the country have different cus 
toms that have been followed throughout the years in that respect. 
That is true; is it not ? 

Mr. Morse. Yes, sir. 

Mr. Coorrer. Of course, you have the question of the man who rents 
farmland for money rent, you have the question of farmers who make 
a crop for part of the crop, you have the question of farmers who 
furnish tenants to a certain extent, and have an arrangement for a 


a 
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share of the crop, and a great variety of customs that obtain through 
out the different sections of the country bearing upon the relations hip 
between employer and employee in agriculture. That is true; is it 
not ¢ 

Mr. Morse. Yes, sir. There is a great variety of situations. 

Mr. Cooper. We were told in the beginning that the question of 
administration was so difficult that it was thought best not to recom- 
mend that farmers be included under the program. Of course, in 
subsequent years we have received recommendations where it was 
thought that arrangements for administration had been worked out 
so that it could be administered. I was just hoping you might help us 
on this difficult problem that we have encountered throughout the 
vears, so far as the administration of the program is concerned. 

Mr. Morse. Yes, sir. We have taken that into consideration al- 
though we have assumed that that was the primary responsibility 
of the Department that handles the program. We would not feel, 
from experience with the program, that it would now be a barrier to 
extending it. As in other instances of programs that are desirable, 
you do encounter problems. But if they are desirable and certain of 
our citizens are being given the benefit of them, we should stand back 
of the more universal coverage and try to treat our citizens on a com- 
parable basis. The administration problems should be worked out 
rather than let them further delay the inclusion of people who are 
already paying for part of the benefits to other people and themselves 
being barred from having the benefits. 

Mr. Coorrr. As I stated to you in the beginning, I am only asking 
these questions for information, without intending to reflect any views 
or opinions I may have. 

Mr. Morse. Yes, sir. 

Mr. Cooper. I was hoping that from a pr actical standpoint you 
could be helpful to us in solving these problems that have been difficult 
all along in finding the right solution. 

Mr. Morse. Yes, sir. It would be our firm feeling that from the 
experience of the program up to this time there are no situations that 
could not be handled administrativewise in extending this coverage 
as indicated under the bill. 

The CHarrmMan. Mr. Morse, in this survey how many farmers did 
you find had been veterans of our wars? 

Mr. Morse. Mr. Ducoff may answer. 

Mr. Ducorr. Mr. Chairman, some of them are veterans of World 
War IT. The exact number I am not in a position to state now. I 
shall be glad to look that up and supply it for the record, if the chair- 
man desires it. 

The CHarrMan,. I am just wondering how many of those farmers 
had security through the insurance as veterans. 

Mr. Dvucorr. Some of them do. The World War IT veterans have 
the benefit of the national service life insurance. 

The CHairman. Of course, that would be rather hard to measure in 
a sample, because many of the farm boys did not return to the farms 
and then there are others that bought farms and started in as farmers 
after their return. 

Mr. Ducorr. That is very true. 
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The Cuarrman. If you could get some estimate of that, I would ap- 
preciate it very much. 

(The information requested is as follows :) 

The proportion of veterans of World War IT among the farm operators sur- 
veyed was 6.2 percent in Wisconsin and 9.9 percent in Connecticut. Similar in- 
formation for Texas is not now available. No tabulations have been made on 
life insurance by veteran's status. 

The CHarrman. Mr. Jenkins will inquire. 

Mr. Jenkins. Mr. Morse, I have been very much impressed with the 
clarity of your statement. You have made a very clear statement and 
you have covered your subject. But as I read it, I look upon you as 
an advocate of your position. As Mr. Cooper suggested, we need your 
help, not as an advocate, but as an observer. 

Let me give you just a little history that we have had of this great 
question across the years. I remember when we first started with 
social security and first talked about the farmers, the only farmers 
that were interested were more or less the transient farm laborers. 
The farmers were not interested and neither were the substantial 
tenant farmers, those that did not own the land. 

As I remember it, they were very much opposed to it. You tell us 
that there has been a transition. We all know that the social-security 
doctrine has had increased acceptance. There is no question about it. 
It has spread out in many different directions. I would like, if you 
are going to send us any additional testimony or evidence with refer- 
ence to this subject, to have your view point, what your experience and 
investigations have shown with reference to this, Just passing it as an 
individual and not as an advocate. We have to decide. 

Personally, | remember the complaints and objections of the 
farmers. I also come from a farm. I am inclined to be hesitant and 
not convinced. You have an opportunity to do that which I do not 
have. I can ask you this: Have you ever had an expression from the 
Farm Bureau and the Farmers Union and the various farm organiza- 
tions. or do you know whether they have taken a 
Important matter ¢ 

Mr. Morse. We will be olad to make Inquiry ! refere ce 
I will have to confess that we are so in the habit of letting 
organizations speak for themselves before such committees 
assumed they would be here or that you would be 
viewpoints. 

Mr. JENKINS. We probably will vet their viewpo nts. too. as far 
as that is concerned. You see my position. This thing has grov 
and I do not know vet whether it has come to the pl ice where the 
farmers want to get under this protection, want to assume it, 
then want to pay for it, and then whether the farmworkers want 
I am doubtful about it. 

Mr. Morse. I appreciate your concern and the concern of C 
gressman Cooper in his questions. I am testifying here, of cours 
in an Official capacity as representing the Department of Agricu 


ture, and as part of the Administration. However, prior to January 
1953, T had spent 26 vears in the farm-management bi siness. in which 


we were working closely with farmers in some 15 to 20 States. The 


il 


} 


men under my jurisdiction were working with tenant farmers, share 
croppers, and with farm owners. So I come here with a pretty 
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close working knowledge of how farmers react, and also a knowledge 
of the transition through which they have rapidly gone as they have 
mechanized and have moved away from the self-sufficient type of 
farming operation into a type of operation which makes them more 
business people. They are much more conscious of being part of the 
total community. They know about the social-security benefits, the 
old-age benefits that are accorded to their neighbors in the towns 
where they have associations and go to church, and where their chil- 
dren attend school. So, in addition to testifying on behalf of the 
Department, I can say that out of my experience we are certainly 
ready for this extension of benefits to farmers. 

Mr. Knox. Mr. Chairman? 

The CuarrMan. Pardon me. Mr. Sadlak has requested recognition. 
I will recognize you next, Mr. Knox. 

Mr. Saptax. Mr. Chairman, the comment I wanted to make was 
along the inquiry of the chairman in connection with the number of 
veteran farmers who might have insurance. It seems to me, if I may 
state a fact, during World War II farm boys generally were not sub- 
jected to draft. They became veterans primarily by virtue of their vol- 
unteering. However, that same condition did not exist during the 
Korean war, and neither does it exist today, because as late as yester 
day afternoon I had a letter from up in Litchfield County, I believe, 
informing me of the resignation of one of the members of the draft 
board, who knows the farm situation, because they are still requiring 
the drafting of farm boys. So there would not be too many farm boys 
from World War II who would be having the national service life 
insurance coverage. 

Mr. Jenkins (presiding). All right, Mr. Knox. 

Mr. Kwox. Mr. Morse, your Department directly puts out farm 
bulletins showing the program of the Department and those things 
that they believe are in the best interests of agriculture. Has the 
Department at any time given out factual information to the farm 
magazines and farm papers, setting forth the facts as far as OAST is 
concerned, and if so, or to your knowledge, did the magazines use 
such material in order to inform the farm groups what the Depart- 
ment’s position was on the overall coverage of social security ? 

Mr. Morse. Again I will have to refer to my colleague here and see 
if he has information that I do not have. When we know that one 
department of Government is coming forward with a proposal of this 
kind, we have been inclined to wait until the proposal is officially be- 
fore the Congress before firming up our position, which we have as 
a Department been doing here, and state that position to the ap- 
propriate committee. : 

Mr. Knox. Do you have any knowledge of any farm magazine or 
farm paper that have used this term in a manner of informing the 
farm people of this proposed legislation? Have they, to your knowl- 
edge? 

Mr. Morse. I would want to check on that, Mr. Congressman, but I 
would feel certain that particularly the Washington features that are 
carried in the farm publications undoubtedly have been discussing the 
social-security program as one of the developments that would affect 
farm people. We will be glad to do some checking on that and see 
what can be supplied for the record. 
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(The following information has been supplied :) 


The Cooperative Agricultural Extension Service in its program of bringing 
information to farmers has published the following two reports: 

Farm People and Social Security: June 1949. About 5,000 copies were dis- 
tributed mainly upon requests from States who sent them to county offices. This 
was When such legislation was pending several years ago 

Information for County Extension Agents on Social Security: January 1951 
Five thousand distributed as above. This was when the law was extended to 
include regular, hired farmworkers. 

In addition, the Extension Service helped prepare Agricultural Nmployer’s 
Social Security Tax Guide, and informed State extension people about it. This 
was a publication of the Bureau of Internal Revenue. January 1951 

Social security tax information is also included in our Federal Extension 
publication Farm Income and Expense Record. September 1952 

State extension services have been informed about the Social Security Admin 
istration’s publications: Your New Social Security—Questions and Answers 
and Your New Social Security—For Farmworkers, and other materials of the 
Social Security Administration. 

About 200,000 copies of Farmers’ Income Tax are distributed each year by 
extension workers in about 40 States. All contain an explanation of how social 
security taxes affect the farmer’s income tax. 

We also know that Extension personnel in numerous States have disseminated 
information on this subject to farm people within their respective States 
Several have included it in farm and home week programs. Numerous States 
have also been aided by mail or personal contact during recent years, A major 
point in this is to refer them to the State or district field offices of the So 
Security Administration in their areas for detailed information and explanation 
of coverage and obligations under the old-age and survivors insurance program 
We know that the services of these people have been used at county farmers’ 
meetings and in other ways. 

In addition, the library of the Department of Agriculture in its bibliographical 
publicatious has published Social Security and Related Insurance for Farm 
People: An Annotated Bibliography of Selected References, Library List No 
50, November 1949. 


Mr. Knox. I believe you informed the committee here a short time 
ago that you do have the records that you obtained from the sampling 
of these three respective States. Is that true, you have a record of the 
sampling as to the age groups and so on, and what their reaction was 
to the questioning that was presented to them in the field ¢ 

Mr. Ducorr. All of that information, sir, has been published in 
these bulletins we cited. 

Mr. Knox. You must have some definite record of the people that 
went out and did the sampling, have you not ¢ 

Mr. Ducorr. Yes. 

Mr. Knox. Mr. Chairman, I would ask at this time that the record 
of the sampling that was made by the survey become a part of the 
record following my questioning. 

Mr. Jenkins. Was that not asked for previously ? 

Mr. Morsr. Some extension of information, yes. 

Mr. Jenkins. That has been requested before, Mr. Knox, but if you 
have some special paragraph or two that you would lke to have at the 
end of your remarks, it will be so ordered, that they furnish whai you 
are asking. 

Mr. IK Nox. J do not believe ] have, Mr. ¢ hairman. My reason foi 
asking that the sampling information become a part oi the record is 
that we are now debating this, or trying to bring about a determination 
as to whether we feel that this is in the best interests of the farmer or 
hot, lo give them the coverage. So of all the questions that have hee 
asked. and I think, to substantiate what the Secre Lary has said, if we 
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had the record of the sampling in our record, it would be complete. 

Mr. Morse. Mr. Chairman, I think it would be especially pertinent 
if we would put the summary of these two bulletins separately into 
the record, which would not overburden the record and would point 
out the conclusions. We would be very happy to furnish that or 
anything else that is desired. 

Mr, Kwox. I will agree to the summary, Mr. Chairman. 

Mr. Jenkins. Very well. 

Mr. Knox. I believe that is all. 

(The summaries requested by Mr. Knox are as follows:) 


Summary of bulletin entitled “Old Age and Retirement in Rural Connecticut: 
Economie Security of Farm Operators and Farm Laborers,” Storrs Agricultural 
Experiment Station, Storrs, Conn., Bulletin 209, June 1953: 

A sample of Connecticut farmers and regular hired farm laborers were asked 
a variety of questions bearing on their financial security, their plans for retire- 
ment, and their views on the old-age and survivors insurance program. 

Less than half of the operators and only a fourth of the laborers believe that 
farming today gives its people a better opportunity to provide for economic 
security in old age than do other occupations. Even so, most of the operators 
and many laborers as well plan to remain in agriculture indefinitely. Only 
15 percent of the operators expect eventually to retire and very few have made 
any retirement plans. An even smaller proportion of laborers have made 
retirement plans. 

About half of the operators believe that they will have enough income to live 
fairly comfortably in their old age. The remainder are not sure that they 
will be able to meet their needs as they grow older. Only a few of the hired 
laborers believe that they can support themselves in their later years. 

Most of the operators hope to achieve security by investing their savings in 
their own farm business. About half of the farm laborers are counting heavily 
upon old-age benefits. 

Most of the operators and hired laborers said that they would prefer to live 
in rural areas in case they had to retire. Very few expressed a desire to 
live with their children. 

Not quite a third of the operators carried as much as $5,000 worth of life 
insurance and barely a fifth had accident insurance of any kind. One-half of 
the operators were enrolled in a group health plan or carried personal health 
insurance. The hired laborers have very little protection outside their partici- 
pation in the old-age and survivors insurance program and the accident insur- 
ance provided by their employers 

Kighty percent of the farmers expressed general approval of the Federal old 
age and survivors insurance program, and SS percent of the regular hired 
workers approved of it. Even higher proportions of the younger men and 
of those living on residential farms were in favor of the program. 

Only a few of the operators who employed regular workers experienced any 
difficulty in complying with the regulations. Both the operators and the 
workers favored the continued inclusion of regular hired workers. There was 
considerable doubt expressed over the inclusion of short-time hired workers. 
Only a fifth of the farmers and a fourth of the regular full-time workers favored 
the idea. 

More than a half of the farmers thought that the old-age and survivors insur- 
ance program should be extended to farm operators and less than a third 
opposed the idea. The farm laborers also thought that farm operators should 
be included in the program. 


Summary of bulletin entitled ‘“‘Farmers Conceptions and Plans for Economic 
Security in Old Age,” University of Wisconsin, Madison. Research Bulletin 
182, September 1953: 

This research report presents answers given by a sample of Wisconsin farm 
operators to questions bearing on their economic security in their ret 
years, plans for retirement or curtailment of farming operations on reaching 
retirement age, and opinions on old-age and survivors insurance as a means of 
economic security in old age. A sample of 204 farm operators were interviewed 
in the 6 counties of the central sandy area in central Wisconsin (economic 
area 5) and 454 farm operators in the 7 counties which comprise the intensive 


irement 


dairving area in east central Wisconsin (economic area 7). 
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Most farmers in both areas expected to depend upon their farm 
as the important source of income in old age. Les in one-fourt 
operators expected any other source of income 

One-half of the farm operators in area 5 and two-thil ! rea 7 reported 
insurance coverage. Less than 5 percent in either are: id $10,000 or more 
The younger operators more commonly than the oldet tors were insured 
and for larger amounts 

Less than half the operators had accident insurance. Su erage Was 
somewhat more frequently reported in area 7 than in area 
farmers than among older ones. Only one-third of the operator 
insurance. 

Two-thirds of the farmers interviewed had given little or no consideratior 
the problem of retirement Only among farmers already at the retirement 
was there much evidence of definite plans 

Most of the farm operators in area 5 were uncertain as 
would cut down on farm operations as they became older In ares 
majority were either uncertain or expected not to curtail operations 

When asked whether they would someday retire and give up all work as farm 
operators, nearly half in area 7 and about one-third in area 5 were uncertail 
In both areas ahout one-third definitely expected to retire, and approximately 
one-fourth expected not to retire. 

Most of the operators expected to live with t! ; ise or al e on the 
present farm if they retired or were forced to retire 

Nearly half of the farmers interviewed would hazard no guess as to how 
much money they would need each month to retire or Most of those makin: 
some estimate chose a figure between $75 and $149 per month 

One of the most important questions asked of the farm operators in this 
study was whether or not they felt they would be able to take care of them 
selves if they retired or were forced to retire Forty percent in both areas were 
confident that they could. The rest were either uncertain or sure they could 
not. The proportion of those confident of their ability to retire increase with 
age. In only 1 age group, however, those 65 and over, did a majority feel 
confident they could retire 

Approximately 70 percent of the farmers in both economic areas felt that 
farming provides no more security in old age than other occupations 

Over one-half the farmers in area 7 and over two-thirds in area 5 thought that 
farm operators should be included in the OAST program 


Summary of bulletin (now in press) entitled “The F 
nomic Security,” a study of provisions made for old : ! | 
Wharton County, Tex., Texas Agricultural Experiment Station, College Station, 
Bulletin 774, 1954. 

Progressively more attention is being given to means for protecting the farm 
family against the misfortunes of the death or disability of the breadwinner 
and for meeting the needs of retirement Because of this interest, the Burea 
of Agricultural Economics, United States Department of Agriculture, in coopera 
tion with the respective land-grant colleges, made studies of these problems in 
Wisconsin, Connecticut, and Texas 

In Texas, Wharton County was selected as the survey location. TI report 
presents the results of interviews conducted in July and August 1952 ith 257 
farm operators and 60 farm laborers and sharecroppers in that county The 
study was designed to analyze the provisions that farm people make for retire 
ment and related family contingencies, problems resulting from extension of 
old-age and survivors insurance to regular hired fat irkers and th é of 
farm people toward further extension of the program to other gr F 
population. 

ECONOMIC SECURITY 


The present financial position of farm families was regarded in this study as 
the primary measure of their canacity to withstand possible economic distress 
In Wharton County, about a sixth of the operators reported net worths of less 
than $1,000, and the debts of a third of these were greater than their assets. A 
fourth of the operators had net worths of $1,000 to $4,999. Slightly more than 
30 percent had net worths of $20,000 or more. 

Net worth was closely associated with several interrelated factors, chief of 
which were age, race or nationality background, education, and current nonfarm 
employment. Education was directly correlated with net worth and it was also 
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a function of race or nationality background. Nearly 9 out of 10 Negro oper- 
ators had a net worth of less than $5,000, and little formal education. Mainly 
because of the race factor, the oldest operators (65 and over) had the greatest 
proportion of any age group in both the lowest and the highest net-worth 
categories. Nonfarm income and property were major items among the resources 
of some farmers. Operators whose principal earning activities in 1951 were 
nonfarm had a significantly higher average net worth than those who depended 
mainly or altogether upon farm income 

A combination of financial interests in farmland, livestock, or farm improve- 
ments, plus one or more kinds of nonfarm holdings, was the most common type 
of savings or investment ; 60 percent of the operators reported this combination 
and the proportions increased as net worth increased. Thirteen percent had 
invested in farm property only, and 22 percent had invested in nonfarm property 
only. Five percent of the operators had no saving or investment. 

More than half of the operators in the sample had some income in 1951 from 
sources other than their farming operations. Nonfarm work was the chief 
source of outside income, followed by oil and gas royalties or rentals and non- 
farm investments. Such income varied with the size of farm and tenure of 
the operator. Owner-operators received a greater share of their income from 
sources outside their farming operations than did tenants; 58 percent of the 
tenants had no outside income in 1951, as compared with 32 percent of the 
full owners. 

Insurance was not widely used by farmers in Wharton County as a protection 
against the contingencies of death or disability. Nearly a third of all farmers 
interviewed had little or no insurance protection. Most of the larger life-insur- 
ance policies were found among farmers 35 to 44 years of age. The highest 
proportion of operators who had no life insurance was among those 55 and over. 

Relatively few of the operators had even discussed the matter of planned 
economic security with their wives or other family members. Paradoxically, 
it appeared that those families which were iu the weakest financial position 
had given the least consideration to the problem. For many, this apparent 
apathy probably resulted from the dim prospects of their actually achieving 
economic security. More than half of the operators indicated that they had made 
no real progress in saving for old age. Most of those who had accumulated some 
assets believed that their farms would be their chief sources of income in old 
age. Old-age assistance—‘“the pension’’—was mentioned frequently by others 
as a source of support in old age. 

Translated into dollars at current prices, the estimated retirement needs of 
the operator (and his wife) ranged from less than $40 to more than $160 per 
month. Made py the operators themselves, these estimates obviously were closely 
related to present levels of family expenditures. The figure most often named 
was $100 a month, although about a third of the operators mentioned a larger 
amount and more than a fourth thought they could live “fairly comfortably” on 
less than $60 a month. 

Half of the farmers interviewed believed that farming gives them no better 
chance than other occupations to provide for old age. The rest were about 
equally divided between “uncertain” and the belief that farming offers superior 
opportunities. 'Those answering “No” to this question often reasoned that 
risks of weather, costs, and prices make it difficult to plan for old age with con- 
fidence. Advantages cited included the opportunity that farming provides to 
buy land, the argument that living costs on the farm are comparatively low and 
net savings are high, and that saving is easier when incomes are received in 
lnmp sums as when crops are sold. 


RETIREMENT PLANS 





Only 12 percent of the operators had made definite plans for retirement; 10 
percent had given the matter some thought without reaching a definite decision, 
and the remaining 78 percent had given little or no thought to retirement. The 
extent of planning for retirement was directly proportionate to the age of the 
operators, although a comparatively high percentage of operators with some 
college training, most of them young men, had developed definite retirement 
plans. Among all operators, as net worth increased, the disposition to plan for 
retirement tended to increase. Many operators in the lower net-worth cate- 
gories said that they could not ‘“‘afford” to quit working in the foreseeable future. 
About three-fifths of all farmers interviewed indicated that they did not expect 
to retire. About half the operators of all classifications suggested they might 
ease into partial retirement by reducing the scale of their farm operations. 
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Only 1 operator out of 5 had discussed with his children, even casually, the 
possibility of their participating in some plan to provide for the parents in old 
age. Of these, very few had made specific arrangements with the children. More 
than 3 out of 4 operators said they would prefer to live on a farm after retire 
ment, generally on the farm where they were living at the time of the interview, 
and most of them preferred to live alone or with their respective spouses only. 
Only 1 out of 9 said he wanted to live with his children after retirement. 


ATTITUDES TOWARD OASI 


Highty-three percent of the operators expressed general approval of old-age 
and survivors insurance, 10 percent disapproved of the program and the rest 
took no position on the question. Operators did not endorse coverage of certain 
farm groups as often as they did the OASI program in general. However, 69 
percent favored the legislation of 1950 which extended OASI coverage to regu- 
lar farm workers and 56 percent favored further extension of coverage to in- 
clude farm operators either with or without some qualification. Only 13 percent 
unqualifiedly opposed OASI coverage of regular farmworkers and 23 percent 
unqualifiedly opposed the inclusion of farm operators. The rest were uncertain, 
usually because of their lack of knowledge of the program. With respect to 
OASI coverage of short-time farmworkers, however, the prevailing attitude 
was one of opposition; almost two-thirds were opposed to this type of coverage. 
Among operators who opposed one or more of the three types of coverage, many 
agreed that it was needed but they doubted that the practical problems con- 
nected with administering such a program could be overcome. 

The proportion of replies favorable to the OASI program was consistently 
higher among operators who had social-security numbers than among those who 
did not have numbers. By race, approval was highest among Negroes and, by 
tenure, among tenants. Age apparently influenced attitudes at the two extremes; 
a more favorable attitude was found among the oldest and the youngest opera- 
tors than among those in the other age groups. 


REGULAR HIRED WORKERS 


Kegular hired workers (including workers who received a share of the crop 
as wages in kind) were notably deficient in financial assets. Thirteen percent 
had no assets and the main type of property owned by the others was an auto 
mobile or motor truck. Forty-seven percent had a life or burial insurance 
policy ; the latter was especially common among Negro workers because of their 
affiliation with fraternal organizations. Cash savings were rare. Of the 10 
percent who attempted to save money, most averaged no more than $5 to $10 
amonth. About a fifth of the worker families had members other than the family 
head who earned some income during 1951, but the average income trom this 
source was less than $1,000. 

Asked to estimate how long their families could live on the proceeds of all 
property, savings, or insurance that they might have accumulated, should the 
family head die, more than half of the workers estimated less than 3 months. 
None thought his family could be supported from such sources for more than 
2 years. 

Few workers, even those covered by OASI, were thoroughly familiar with the 
program, Only 4 out of the 60 interviewed had discussed with their families 
this or other aspects of family support in the event of their death or disability. 
Old-age assistance, followed by OASI, was regarded by most as their most 
likely source of support in old age. Most workers thought they could live in 
retirement on a monthly cash income of less than $S8U at present prices. Only 
12 percent believed that they could meet even these needs. 

The workers generally were pessimistic about the prospects of farming giving 
them an opportunity to provide for old age or family emergencies. Three-fifths 
of the group did not anticipate that they would, or could, retire as long as they 
were physically able to work. About a fourth reported that their fathers were 
retired, but usually because of disability. In most cases, the source of support 
for the fathers was old-age assistance. Some were helped by their children 
and only two had been able to retire without public or private assistance. The 
average age of retirement for the fathers of workers was around 70 years 

Half of the workers, including sharecroppers, were covered by OASI and 
nearly 90 percent had social security numbers. Yet, relatively few of them 
understood such features as the method of paying for the insurance, its retire- 
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ment benefits and its protection of survivors. Almost two-thirds of them had 
at best only a hazy knowledge of the workings of the program. Handicapped 
by language difficulties, Latin American workers, in particular, were unin 
formed about OASI. 

Thus, many workers were uncertain in their attitudes toward OASI coverage 
of various types of farmworkers. Eight out of ten, however, favored the pro- 
gram in general. Almost all who had opinions concerning it approved of the 
coverage of regular hired workers on farms. Three-fifths of those with opinions 
concerning OASI favored its extension to short-time farm workers. About 4 
out of 5 of them favored extension of OASI to farm operators, although a 
majority of the entire group were uncertain on this question. 


In addition to the three studies made by land grant colleges of Connecticut, 
Wisconsin, and Texas in cooperation with the Department of Agriculture, a 
similar study was made in Tompkins County, N. Y., by the New York State 
College of Agriculture, Cornell University in 1946. The results were published 
in a bulletin, Old Age Plans and Programs of Farmers, by T. N. Hurd (A. E 
698, April 1949). The directly relevant portions of the published summary and 
conclusions follow : 

SUMMARY AND CONCLUSION 
Summary 


Less than one-half of the operators and about one-third of their wives had 
life insurance. 

About one-fourth of the operators had definite retirement plans; most of these 
expected to live in the country ; three-fourths or more expected to have their own 
cows, chickens and garden after retirement. 

Seventy-three percent of the farm operators favored extension of OASI to farm 
operators ; 79 percent favored extension to hired farmworkers. 

Of those farm operators favoring extension of OASI to farm families, 91 
percent said they were willing to pay $60 per year for it (employee’s and em- 
ployer’s share on a maximum net income of $38,000 per year); 44 percent said 
they were willing to pay $120 per year. 

Major reasons given by those favoring extension of OASI to farm people 
were: to provide a certain source of retirement income; to put farmers on the 
same basis as city people; to force savings; and to give farmers their share of 
what they are helping to pay for. 

Major reasons given by those not favoring extension of OASI to farm people 
were: farmers can provide for their own old age; it would discourage thrift and 
industry; they were opposed to “meddling and regimentation”; and adminis 
trative difficulties would make it too difficult. 

A larger proportion of the younger and of the older operators favored ex 
tension of the OASI program than of the operators in the 35- to 54-year-old 
group. 

The proportion favoring extension of the OASI program was larger among 
those with the lowest average net worth. 

Slightly larger proportions of the smaller and of the average-sized farm 
operators favored extension of the OASI program to farm people than did the 
larger operators. 

Conclusion 

This study was designed primarily to explore methods of studying the old-age 
needs, plans, and programs of farmers. Results indicate that satisfactory in- 
formation on the financial status of farmers and on their plans for their old 
age can be obtained by the survey method. 

This study also indicates that for this relatively small group of farmers, ade- 
quate plans for old age have not been made by many farmers. Only about 
one-half of the farm operators have life insurance. Most of their net assets 
are represented by the investment in the farm itself and in livestock and equip- 
ment. Although about one-half of the farms were mortgaged, the amount of the 
mortgage, in most cases, was not large. The net worth of these operators was 
high, based upon the high level of prices in 1946. Any significant decline in 
farm values or in the prices of livestock or equipment would seriously impair 
the apparent financial soundness of these farm operators. Lifetime savings 
could be exhausted quickly in case of extended illness or other misfortune. 

Results of this survey also indicate significant interest in and support for 
the extension of the old-age and survivors insurance program to farmers and 
hired farmworkers. With the increasing commercialization and accompanying 
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increases in economic risks, farmers are apparently conscious of the need for 
minimum protection for their families in case of premature death and for them- 
selves in case of extended life. 

Those farm operators favoring the extension of the OASI program to farm- 
ers and hired farmworkers recognized some objections to the program, but be- 
lieved that the advantages outweighed them. Only 2 of the 96 farm operators 
believed that administrative difficulties were such as to prohibit extension of 
coverage, and only two opposed the program because of “Government meddling 
and regimentation.” 

Since this survey covers only a small number of farmers in a limited area, it 
is impossible to estimate the statewide opinion of farmers concerning the pro- 
posed extension of coverage. In many respects, however, this area is quite 
similar to much of New York’s agriculture. If these results are typical of the 
State, there is far more support for extension of OASI to farmers than has fre- 
quently been assumed. 

Mr. Jenkins. In that connection, I believe yesterday it was sug 
gested that you have the privilege of adding to your remarks any 
figures and any other statements that you want to make which you 
think would elucidate your remarks in line with the questions that have 
been asked you. If that has not gone into the record, without objection 
I am going to say that that permission will be granted to you, because 
we look upon you as an important witness, naturally, and we want to 
get all the information that you can give that will be enlightening. 

Mr. Morse. Thank you. 


In addition to the material supplied from studies in four States bearing di- 
rectly on the problems of inadequate economic security of farmers and their 
favorable attitude toward extension of OASI coverage, the following informa- 
tion on income position and assets of farmers is relevant to an appraisal of 
farmers’ need for the protection afforded by old-age and survivors insurance, 


Distribution of families by total money income by occupation of family head, 
United States, 1951 
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Source: Bureau of the Census, I y Income int iit tat 1 , rent Population Reports, 
Series P-60, No. 12, June 1953 


Among families with the head a farmer, 63 percent had a total money income 
of less than $2,500 in 1951, compared with only 22 percent for all families with 
employed family heads. The median income for the farm families was $1,963 
compared with $3,927 for all families with the head of the family employed. 

Kven if the nonmoney income of farm families is taken into account, the 
economic position of farm families is considerably less favorable than that of 
nonfarm families. Estimates of the Agricultural Marketing Service for 1952 
show that the average net income per capita of farm people from all sources 
was only 49.1 percent of the average for the nonfarm population 

An indication of the assets of farm operator families is provided by data from 
the 1950 Census of Agriculture on the distribution of the farms of full owners 
by the value of their land and buildings. These figures show that 35.6 percent 
of such farms were valued at less than $5,000 and only 23.3 percent at $15,000 
or more, It should be kept in mind that mortgage indebt 
taken account of in these figures. 


edness has not been 
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These data support the conclusion that the average farm family needs the 
protection of old age and survivors insurance to a greater degree than the 
average nonfarm family. The fact that some 45 percent of farm operator families 
have no life insurance in contrast with only 17 percent for all other occupational 
groups emphasizes the need for extension of the Federal program to them. 

Mr. Jenkins. Are there any other questions? 

Mr. Enernarrer. Yes, sir; Mr. Chairman. 

Mr. Jenkins. The aualiean from Pennsylvania will inquire. 

Mr. Esernarrer. Do you think within the past 2 or 3 years there has 
been any change in the sentiment of the farm population with respect 
to the social-security program? Has there been a shift more favorably 
toward it now than there had been 3 or 4 years, or even 2 years ago? 

Mr. Morse. It would be the trend which has continued, if my dedue- 
tions are correct. I do not know that there is anything that has hap- 
pened to make any major or overall change. It is a trend which comes 
about by virtue of education and information, and the changes that 
have been taking place in farming. 

Mr. Esvernarrer. Would you say, Mr. Secretary, that that trend 
has been accelerated in the last year or so? 

Mr. Morse. With the decline of farm prices which started about 
3 years ago there has probably been increasing concern on the part of 
farmers about their future. That might have accelerated their con- 
cern about such programs as would give them more security. 

Mr. Esernarter. I have been given some information to that effect, 
since the farm prices have deteriorated some, that they are more aware 
of the necessity of having some protection later on. Do you agree 
with that? 

Mr. Morse. I would certainly think so; yes, sir. 

Mr. Enernarrer. Then if we would wait perhaps 2 or 3 more years, 
maybe the demand for it would be universal. 

Mr. Morse. I wonder whether Congress would want to take a posi- 
tion which might mean that 3 years from now their older constituents 
would say, “Why have you let us help pay for these benefits and kept 
us from getting them until now? Here we have gotten into old age 
and now we cannot qualify.” 

I think Congress would face that kind of a situation which I do 
not believe is outstanding in the minds of farmers now. At some 
point they would be questioning, “Why haven't we been given this 
consideration earlier?” 

Mr. Esrruartrer. Thank you. 

(The following additional information was later submitted by Mr. 
Morse :) 

In keeping with the request for additional information, the following observa- 
tions seem warranted. 

The extension of coverage made in the 1950 amendments to regular hired 
workers and the great majority of the nonfarm self-employed. has undoubtedly 
increased the familiarity of farm people with the old-age and survivors insur- 
ance program. Many of them have had an opportunity to learn directly or in- 
directly how the system operates, both as to its obligations and as to its benefits. 
This greater knowledge has undoubtedly contributed to a growing realization 
that the program should be extended to farmers. 


Mr. Jenkins. Any further questions? 
If not, we wish to thank you gentlemen and say that we are very 
glad to have had you here. 
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Mr. Morse. Thank you. It has been a privilege to appear before 
you. If later you have questions, or there is any way in which we 
can be of help, we trust you will call upon us. 

Mr. Jenkins. Our next witness will be Hon. Abraham J. Multer, 
a Representative from the 13th Congressional District of New York. 

Mr. Multer, you may proceed. 


STATEMENT OF HON. ABRAHAM J. MULTER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Muturer. Mr. Chairman and members of the committee, | appre- 
ciate the opportunity of appearing here this morning and stating my 
views on this important legislation that you are presently considering. 
I think it is appropriate to take a moment and say to you that I believe 
the country at large 1 Is very grate ful to this committee for the very 
fine and import: int work you did; first, in connection with the revision 
of the Internal Revenue Code and now during the just as important 
and complicated task as revising the Social Security Act, and the 
Internal Revenue Code insofar as it applies to that act. 

I would like to urge, first, that you do give attention to what was 
in the last session of Congress the Reed-Keogh bill, and this session 
is the Jenkins-Keogh bill, which would permit all professional people 
to set up voluntary pension funds and participate at least to that 
extent in a social-security plan or a retirement plan. 

In addition to that, I believe that this committee should give serious 
attention to permitting all professional people, if they so desired, to 
join the existing plan on a voluntary basis. I think that those persons 
who do not have a steady income but depend upon their fees as and 
when earned should, if the »y so desire, be permitted to set aside a sum 
of money weekly or monthly out of their earnings and look toward 
the day when they, too, may have some security and income in the 
days when they no longer can pursue their professions. 

In addition to that, I would like to urge that where you have in- 
corporated into this bill the principle which has been enunci: ited in 
many other bills, like my own bill, H. R. 1270, to increase the monthly 

sarnings from $75, I note that in the bill before you you have increased 
that to approximately $85. Most of the bills, I think, that have been 
introduced like my own, urge that that sum be increased to $100. 

I do trust that the committee will give serious consideration to that 
and go all the way, if at all possible, to increase the sum to $100. Tam 
directing these remarks to page 31 of your bill that you have before 
you, H. R. 7199. I think that we coul | easily go all the way there in 
stead of merely going from $75 now to $83. 33 a month, go all the way 
to a hundred dollars a month. 

In addition to that, I urge incorporation in this bill of the principle 
contained in my bill, H. R. 1277, which is to gr: int tax exe sain on 
the first $2,500 received from retirement annuities or pensions. I 
know the committee has considered that matter at considerable length, 
and I do trust an appropriate provision will be incorporated in this bill 
to that extent. I believe that vour staff has given considerable atten 
tion to various technical defects that have occurred in the bill from 
time to time. One about which most of us are constantly getting com 
plaints is that because of the technical language of the bill, certain 
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persons are deprived of the maximum benefits despite the fact that 
they make maximum payments. One such technical error was sought 
to be corrected in Congressman Reed’s bill, H. R. 6812. I do not know, 
as I have not had the chance to compare that with the bill before you 
to see whether or not that has been incorporated in the present bill now 
before you, but I do trust that the provisions of that bill will be in- 
corporated into the bill you report out. 

The situation which we find there is typified by a letter which I 
have before me which is only one of many that I have received, and 
I am sure other Members of Congress have received the same type 
of complaint. He received full benefits of $85 a month in this par- 
ticular instance because he retired in October of 1953. Whereas, if he 
had retired the previous month, in September, he would have received 
$5.10 more per month because of the way the language is written. 
I think it is unfair to these people that because they work an extra 
month or two, or even longer, that by putting in the extra time and not 
drawing their social-security bene fits at an earlier date but continued 
to work, they lose the higher benefit. 

As I say. that had previously been called to Chairman Reed’s at- 
tention, and he introduced a bill to correct it. 

Mr. Miuus. Mr. Chairman? 

Mr. Jenkins. Mr. Mills. 

Mr. Mitxs. Would it bother you if I interrupted you at this point? 

Mr. Mutrer. No. 

Mr. Mis. Mr. Multer, I would suggest that you reinvestigate this 
situation and look again at the facts in the case because I think maybe 
the facts have not been properly presented to you. In other words, 
the individual could not receive more than $85 a month under exist- 
ing law since that is the maximum. There would have been no way 
for the individual to have received $5.10 per month more had he re- 
tired at an earlier date. 

Mr. Mutter. You are quite right, but what happened in this case 
is that instead of getting the maximum of $85 he lost $5.10 and got 
$79.90 per month. 

Mr. Mitzs. That is possible. 

Mr. Mutrer. Yes. In other words, by continuing to work until 
October of 1953, his monthly payments dropped down to $79.90. If 
he had retired in September, he would have been getting $85 a month. 

Mr. Jenkins. Are there any other questions ? 

Are you through, Mr. Multer? 

Mr. Murer. Yes. 

Mr. Jenkins. Are there any other questions? 

Mr. Minus. Mr. Chairman, I do not want to detain the witness, but 
[ want Mr. Multer to look again into this situation and get some 
further facts, because I believe that further investigation of the matter 
may reflect that the situation is not just as it has been described to him 
under existing law. 

Mr. Muurer. I checked with the agency to make sure that the in- 
terpretation of the local office was correct, and I was told here that 
the local office was following the directive which followed the law. 

Mr. Miuts. I do not know how, under existing law, it would be pos- 
sible for one’s benefit to drop $5.10 just by working 1 additional month 
under covered employment. Did the individual work under covered 
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employment or not? I do not want to argue the point with you, I 
just want you to get all the facts prese nted to you about it. There 
must be some additional factors relating to coverage, wages, and so on. 

Mr. MULTER. I will further chee k on it. It is quite possible that 
the agency was wrong in their interpretation. 

Mr. Mitts. It is quite possible that the constituent might have been 
wrong in submitting the facts to you. That is the point that I wanted 
to check back with the writer of the letter. I think there might have 
been some misunderstanding of the facts at least 

Mr. MULTER. Except that I took the facts as he submitted them and 
then submitted them to the agency. It did not seem right to me, 
either. 

Mr. Bocas. May I ask a question ? 

Mr. Jenkins. The gentleman from Louisiana will inquire. 

Mr. Boges. Mr. Multer, did I understand you to say that you favored 
the Jenkins-Keogh bill as well as the inclusion of professional people 
under social security ¢ 

Mr. Moucrer. I did not hear that, Mr. Boges. 

Mr. Boaes. You stated a minute ago that you were very much in 
favor of the Jenkins- oe bill? 

Mr. Muurer. Yes, si 

Mr. Boaes. You hes stated that you favored including professional 
people under social-security coverage. 

Mr. Mutter. Yes, sir. 

Mr. Bocas. You favor both of them ? 

Mr. Mutter. Yes, sir; Ido. I appreciate, and I think you do, too, 
and the committee will, that there are some men who could not come 
within the Keogh plan, some professional men. They might make 
some contribution to a voluntary plan on a very small basis. If the 
amount of their contribution to that fund is not going to be any greater 
than what they would be making to your soc ial-security fund, they 
would prefer to go into the social-security fund. But there are many 
professional men who could build up a much better retirement by 
making payments that are in excess of the amount provided for in 
your social-security plan. 

Mr. Boaes. Then you would make it optional? You would not 
have it where a man might be covered under both plans, would you ? 

Mr. Muurer. No; I agree with you. But either would be a volun- 
tary plan. I do not think there is any conflict if the plans rut side 
by side, I think what we do Want to do in t} IS apr ek: is perm} it 
people to build up the maximum retirement benefits that the y can. 
[ think we should provide an incentive to that. I think if we tried 
it with the professional people and it worked out well, we might extend 
it beyond that. 

Mr. Boages. That is all. 

Mr. Jenkins. Are there any other questions? If not, we thank 
you, Mr. Multer. 

I might say if you want pe rmission to correct your remarks, in line 
with the question of Mr. “Mills, you may have thi it privilege. 

Mr. Muurrr. I would appreciate the op portuni ty to revise my re- 
remarks, and I will check further in accordance with Mr. Mills’ 
suggestion. 

Mr. JeENKtINS. The next witness is Dr. Blasingame, on behalf o 
the American Medical Association. 
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You may state your name to the secretary and proceed as you wish. 

Dr. Buastncamr. I would like to introduce Dr. Frank Dickinson, 
director of the bureau of medical economic research in the American 
Medical Association. 


STATEMENT OF DR. F. J. L. BLASINGAME, BOARD OF TRUSTEES, 
AMERICAN MEDICAL ASSOCIATION, ACCOMPANIED BY DR. 
FRANK DICKINSON, DIRECTOR OF THE BUREAU OF MEDICAL 
ECONOMIC RESEARCH, AMERICAN MEDICAL ASSOCIATION 


Mr. Jenkins. You may proceed, 

Dr. Buastncame. Mr. Chairman and members of the committee, I 
am Dr. F. J. L. Blasingame of Wharton, Tex., where I am engaged in 
the active practice of medicine. I am a member of the board of 
trustees of the American Medical Association and am appearing today 
in behalf of that association in connection with H. R. 7199, 883d Con 
gress, currently being studied by your committee. 

My testimony is directed to only two aspects of the bill, namely, the 
suggested compulsory coverage of physicians under title II of the 
Social Security Act, as ame mnded, and the waiver-of premiums pro- 
visions included in section 106. The association has not taken any 
position with regard to the other provisions of the bill which do not 
have primary medical implications. 

The American Medical Association strongly opposes compulsory 
coverage of physicians under title I] of the Social Security Act. In 
June 1949 the house of delegates adopted a resolution to this effect. 


Another such resolution was adopted at the last meeting of the house 
of delegates in December 1953. The most recent resolution adopted 
in December 1953, provides: 


Whereas legislation has been introduced into the Congress providing for the 
extension of compulsory coverage under title II of the Social Security Act to 
self-employed persons, including physicians; and 

Whereas the house of delegates has in the past registered its disapproval of 
the principle involved in this legislation; and 

Whereas physicians desire the continued right to establish retirement bene 
fits for themselves on a voluntary basis rather than being compelled to par 
ticipate in a tax-supported Government program which they do not want; and 

Whereas the Jenkins-Keogh bills (H. R. 10 and H. R. 11) now before the Con 
gress provides for development of a voluntary pension program which is equit 
able, free from compulsion, and satisfies the retirement needs of physicians: 
Therefore be it. 

Resolved, That this house of delegates reaffirms its support and endorsement 
of the voluntary pension program provided in the Jenkins-Keogh bill and its 
strong opposition to the extension of compulsory coverage of physicians under 
title If of the Social Security Act. 

In February 1954, the Board of Trustees again reviewed this ques 
tion and reaffirmed the association’s position of opposition to com 
pulsory coverage. The board did determine that no objection would 
be raised to the exte — of the old age and survivors insurance pro 
visions of title II so as to permit voluntary coverage of physicians. 

We consider it absolutely incompatible w ith the free enterprise sys 
tem for a group to be compulsorily covered under a governmental 
system of old- age benefits when that group strongly and with great 


force opposes such coverage. 
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We have carefully reviewed the report of the advisers to the Secre 
tary of the Department of Health, Education, and Welfare and have 
been unable to find any reasons to justify this part of their recom- 
mendations. I am here to assure you gentlemen that the members of 
the medical profession do not feel discriminated against by having 
been excluded from the provision of title [1 of the Social Security 
Act. On the contrary we believe that we are capable of planning for 
our security in old age and are not desirous of undue governmental 
intervention. 

Another and very practical consideration is the fact that only a 
small proportion of the self-employed physicians consider age 65 as a 
line of demarcation between their working years and retirement. 
Those who are able to work prefer to keep right on taking care of sick 
people; many of them taper off the amount of work they do as they 
grow older. However, in an unpublished study prepared by our 
bureau of medical economic research, it was found that one-half of 
the physicians actually retiring from practice after age 65 did so after 
age 74. 

If forced under this program, the typical physician would be 
quired to continue to pay OAST taxes from age 65 to age 74 
before he would receive any benefits. 

This prospect of indefinite retirement for the members of another 
great profession was very well stated in a recent issue of the American 
Bar Association Journal, February 1954, by Judge Allen L. Oliver, 
chairman of the committee on unemployment and social security of 
the American Bar Association. I quote: 

In summary, the self-employed professional differs from the employed person 
because he is not forced int6 abrupt and complete retirement, because he usually 
continues substantially remunerative activities after age 65, because his entire 
life and training emphasizes individual activity rather than group treatment 

Old age benefits under the act simply do not fit the economic pattern 
of the life of the self-employed physician. ‘To compel him to come 
under the provisions of this portion of the Soci - secur Ity Act would 
represent a failure to understand that physicians, like many other 
professional people, serve the citizens of iad. community best by 
following their traditional economic pattern of life. In making this 
comment, it is not my intention to make any inferences whatsoever 
regarding the applicability of old age and survivors insurance pro- 
gram to the 50 million employed persons in the United States. 

| do not come here emptyhanded. The American Medical Associa 
tion has repeatedly expressed its support of the Jenkins-Keogh 
bills which are now before this committee for consideration. We are 
grateful to the chairman, Mr. Reed, for having sponsored with Mr. 
Keogh the original bills of the previous Congress and to Mr. Jenkins, 
Mr. Camp, as well as Mr. Elliott and Mr. Keogh. 7 hese bills would 
provide a long-range plan for encouragement through tax-deferments 
for self- emmployed people to set aside limited amounts from their 
earned income into restricted retirement annually or pension trust 
programs from which they could draw benefits on attaining age 65. 

I believe all members of this committee understand that these bills 
would provide only tax deferment, not tax avoidance. It woul : give 
the 11 million self-emploved people who want to save for their old 
age an opportunity to do so under conditions approximately equal to 
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those provided by corporate pension plans approved by the Bureau of 
Internal Revenue under section 165 (a) of the Federal Internal Reve- 
nue Code. H. R. 10 and 11, 83d Congress, provides flexible arrange- 
ments which would fit the economic pattern of the life of the self- 
employed physician. 

It would encourage ap proximately 11 million self-employed people 
to provide for their own retirement. I am glad to note that these 
identical bipartisan bills would also grant tax-deferment encourage- 
ment to approximately 30 million pensionless employed people. We 
support these bills heartily because they would provide prepaid a 
sions for all who are willing to save. We are glad to join hands i 
support of these measures with many other associations such as the 
American Bar Association, the American Dental Association, the 
American Institute of Accountants, the American Farm Bureau Fed 
eration, many of whose members are self-employed farmers. We be- 
lieve that our country is so diversified and that people earn their living 
under so many different conditions that it is wise public policy for the 
Congress to provide a flexible pension system for the self- employed 
and to permit the pensionless employed to participate in the same pro 
eram. 

The second portion of the bill concerning which I would like to 
comment is section 106 which proposes a waiver of premiums and the 
preservation of insurance rights of individuals with extended total 
disability. While we are pleased to note that this section of the bill 
includes a number of safeguards which did not appear in the bills 
which heretofore have been before this Congress, we are still con- 
strained to oppose this portion of the bill because it most definite ly 
would become an entering wedge for s regitientation of the medical 
profession by creating the mechanism for the adoption of a Federal 
cash permanent and total disability program, which in turn could 
eed to a full-fledged system of compulsory sickness insurance. The 
provisions in this bill cannot be appraised solely as an isolated, de- 
tached effort to provide some measure of aid to the dinad led worker. 
We believe that this and every other step in the direction of a compul 
sory sickness Insurance system must be opposed. 

It is true that under the present system a man who is permanently 

r totally disabled or who goes from covered to noncovered employ 
ment during his lifetime is penalized. a is due to the fact that all 
of the vears following the entrance of a wage earner into the social 
security system are counted as Celepent vet ane and are used in deter- 
mining his annual average wage, which is the | <ey in figuring the basic 
old-age and survivors insurance benefit. It is our recommendation 
that in lieu of the approac ‘+h embodied in section 106, the committee 
give sahaile ration to the more liberal hacaniien of most modern sys 
tems for comput ing benefits, such as those followed by most corporate 
pe nsion pl ins and indeed by the Government itself in the case of the 
civil service retirement system. These systems involve the use of the 
Dor 10 best yeurs during’ a man’s working lifetime in computing re 
tirement benefits with an allowance in the form of increment vears for 

ach year of gainful employment. This latter provision compensates 
the ‘arner who has had a long period of covered employment and 
conenuunhly has made larger contributions into the pension fund. 
If such a method were adopted, it would be unnecessary to consider 
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gaps in a man’s wage record, regardless of whether they were due to 
permanent or total disability, noncovered employment, or any other 
cause. 

For the reasons which I have outlined above, we are opposed to the 
two provision of H. R. 7199, 83d Congress, to which my remarks have 
been directed. 

Mr. KEAN (presiding). Does that complete yout statement ¢ 

Dr. BuastncaMeE. Yes. 

Mr. Kean. I would like to ask youa couple of questions. 

Do you believe that the views that you have expressed today repre 
sent the views of the rank and file of the physicians in this country ¢ 

Dr. BuastncaAme. I do. 

Mr. Kean. I have found that if you explain the survivors-insurance 
provisions to the doctors, they vote overwhelmingly the other way. 

For instance, I wrote an article in the Bulletin of the Essex County 
Medical Society last October, and they included a card in which they 
asked for the views of the doctors. A remarkable number of them 
replied, for a postcard reply—over 25 percent—and they voted 6 to 1 
in favor of coverage in social see urity. The Bergen County Medical 
Society asked my permission to publish the same article, and they 
voted 2 to 1 in favor of inclusion. 

I think that the reason that certain doctors are not in favor of 
inclusion is the fact that they just have not had explained to them 
the survivors-insurance provisions in the bill. You probably heard 
the testimony of Secretary Morse with reference to farmers. The 
interesting thing in his testimony, to me, was that the young farmer 
who understands the survivors-insurance program Was anxious to get 
n, that the middle-aged did not, though the ones near retirement did. 

Do you want to comment on what I have said ? 

Dr. Buasincame. I appreciate the opportunity to comment on that 
particular point that you have raised, as to whether or not the point 
expressed here is a considered opinion of the majority of the profes- 
SION. 

It gives me an op portunity to put before your comm ittee the mech- 
anism by which such an op inion is reached. There are better than 
1,900 county medical societies in America. Those county medical 
societies have regular meetings and discuss various problems, and 
then elect delegates to their respective State societies. These State 
societies meet and have houses of delegates and elect to the house of 
delegates of the American Medical Association. The mechanism fol 
lows very much the same procedure followed in the election of you 
Members of Congress. So we feel that we can express, through out 
house of delegates, the opinion of the rank and file of our profession, 
much as you Members of Congress can ex press the rank-and-file opin 
ion of your particular districts and finally reach a considered opinion 

If a given physician in any particular county medical society has 
an opinion which he cares to put into the form of a resolution before 
his county medical soe ety, it can be considered in open session and 
debated. Finally, a vote is sabes and if it is carried, it then goes to 
the State association where again it is introduced DY resolution and 
then it is referred to a committee, at which hearings are held and 
various members of the association can 270 to those part icular heat mgs 
and express their opinions for o1 against that resolution. 
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That resolution may then go back to the house of the State society 
and be further debated on the floor. If his opinion did not prev: ail 
in committee he still has the right of the floor, to get up and express 
his opinion again. 

Finally. having reached a vote and a decision, the matter is then 
referred to the national level. The State delegations frequently in- 
struct their delegates how they wish the resolution to be presented. 
These resolutions in a similar fashion are introduced at the national 
level. The same procedure is repeated. The resolution which I read 
to you was one arrived at under those circumstances, representing 
the considered, open, and discussed opinion of the various doctors from 
across the United States rather than isolated county societies. In ad- 
dition, several polls have been conducted to my knowledge at the 
various State levels, independently. I believe that they have been con- 
ducted in Arkansas, Florida, Wisconsin, Iowa, and Michigan. The 
general average of Arkansas, Florida, Wisconsin, and Lowa is about 
7 to 1 opposed to compulsory inclusion. 

In Michigan—— 

Mr. Kean. How were the polls worded ¢ 

Dr. BuastncaMe. I have seen only one of those. 

Mr. Kean. You can make any answer on any poll if you word 
the right way. 

Dr. Buastncame. Of course that could apply, I am sure, to the 
Essex County Society, but I am giving you the facts as the ‘y were 
given to me. Also, in elective committees regional conferences were 
held on social and economic problems across the country and in a 
number of areas. 

Likewise, polls were taken the ‘re of opinion and it coincided essen- 
tially with the opinion I have given you in these poll votes. But I say 
again, the opinion which I come here to express does not represent the 
opinion of an isolated individual or an isolated county medical so- 
ciety. IL have no desire to do that. But I am presenting to you the 
conside red opinion that has been arrived at through our regul: ar proc- 
esses, In open debate and discussion. 

If a man has lacked information as to the facts, we consider it his 
own fault, but with those there we had a free discussion and the con- 
clusion was that which I have presented. 

Also, you will recall in my statement we had no objection to any 
individual, if he chose to do so as an individual, enter ing it ona vol- 
untary basis. 

Mr. Kean. That is impossible, of course. Why do you think it is 
that the doctors in Essex County, N. J., are so strongly in favor of 
going in, while the doctors of Arkansas are not? It is an inte resting 
point. What is the average income of doctors in the country ? 

Dr. BuastncamMe. You have asked me 
one—— 

Mr. Kean. All right; the first question. 

Dr. BuastncaMe. The first question I do not know why the doctors 
in New Jersey behave in that fashion, and I would not venture an 
opinion. I mean, I am not here for that purpose. But in regard to 
average income, the American Medical Association cooperated with 
the Department of Commerce in 1950, I believe, in carrying out one 


two questions, The first 
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of the most extensive surveys that was ever held, and approximately 
$11,000 represented the annual net income. 

Dr. Dickinson conducted that particular survey in connection with 
the Department of Commerce and may be able to comment on it. 

Mr. Kean. Yes. 

Doctor, could you come back at 1:30 this afternoon / 

Dr. BLAstNcaAME. Yes. 

Mr. KEAN. Mr. Reed asked me to adjourn the meeting until L: ou. 
but we might get the answer on that question first. 

Dr. Dickinson. Mr. Chairman, having worked long and arduously 
with the statisticians of the Department of Commerce on this joint 
survey, Which from a technical standpoint I think is considered the 
best survey ever conducted by the Department of Commerce of the 
income of any occupational group, 1 should like to point out that in 
the report as published in the Survey of Current Business for July 
1951, the statement was made, I don’t have it here to quote, that the 
incomes of physicians, in the net income from professional practice of 
physicians in 1949, was 108 percent higher than it had been in 1939. 
The incomes of all gainfully employed people in the United States 
were on the average of 109 percent higher. 

Physicians’ incomes for a long time have merely kept pace wit 
the general level, if you will pardon the expression, of the incomes 
of their patients. 

Mr. Kean. I am not trying in any way to attack doctors. I lik 
them and need them. I am not criticizing the income. I was looking 
at it from the other point of view. I felt that the income of so many 
doctors was so small that they very much needed the survivors insu 
ance provisions of this bill. 

We will adjourn until 1:30. Thank you. 

(Whereupon, at 12:11 p. m., the committee was recessed, to 
reconvene at 1:30 p.m. the same day.) 
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We for the witnesses. 









are ready 








STATEMENT OF DR. F. J. L. BLASINGAME, BOARD OF TRUSTEFS, 
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The Cuamman. Mr. Kean will inquire. 

Mr. Kean. Dr. Blasingame, this morning you stated that the aver 
age income of doctors you believed was about $11.000. In fact. youl 
associate stated that, [ think. 

Dr. BLasInGcAME. : Yes. 
Mr. Kean. That, of course, includes both the doctors that are very 
S iccessful, like the successful surgeons who i ake a col ideral le 








amount of money, and those who are not getting along so well. W!1 





would you say the average earnings of the doctor in his first 10 years 









of practice were ¢ It is cor siderably less, IS it no 
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Dr. Buastncame. I will ask Dr. Dickinson to — that. 

Dr. Dicxtnson. I am terribly sorry, Mr. Kean, I do not seem to 

ave with me a copy of the Survey of Current Business for July 1951, 

r my own publication, either, that covers that question. I never seem 

to have everything | need, even though I carry this big briefcase 
around. 

As I recall. sir, I said the average for all was $11,058. I believe 
for those between 30 and 40 years of age—there aren’t many physicians 
under 30 years of age; we are dealing with an adult population—it was 
on the order of $9,000. This is strictly from memory. The figures 
are all published in that particular issue of the Survey of Current 
Business, which I do not have with me. 

Mr. Kran. A doctor usually starts practice about the age of 27 
somewhere around there. 

Dr. Dickinson. Twenty-eight or twenty-nine. When we had the 
veteran group, it was running almost 30. But 28, 29, 30, somewhere 
along in there. 

Mr. Kran. Now, doctors do unfortunately die when they are young 
sometimes. That is taken for granted. How much would a widow 
with two children, of a man who died in covered employment receive 
under the present law? I am asking the doctor. Don’t you tell him. 
He comes here as an expert. 

Dr. Buastncame. I do not have those figures. It would depend on 
the number of children. 

Mr. Kean. A widow with two children. What do you think it is, 
$100 a month ? 

Dr. BuastneaAme. I do not know. 

Mr. Kran. You have no idea. It happens to be, under the bill. 
$190 a month. And today it is $168.50 a month. 

[If an older doctor died. how much would the widow get ? 

Dr. Brastncame. I do not know, Mr. Kean. I did not come here to 
give information in that regard. I came to testify on two aspects of 
the bill. 

Mr. Kran. The reason I am asking those questions is that I do not 
think the doctors know what they are talking about when they say 
they are opposed to it, and you are an examp le. You are opposed to 
the system, and you do not ‘understand the system. That just shows 
that the average doctor just t does not know wh: it he is ti alking about 
when, he Says he is Oppos sed to enter ing’ the system. 

Dr. Buastncame. Mr. Kean, I have been meri ing the system off and 
} for quite a number of years, shall I say, ane lasa pe sonal comment 
in that regard, I find it a very complicated arabeati That is one of the 

problems that I think it presents to a citizen. 

Mr. Kran. But the fact of the survivorship benefits is not very com 
plicated. AT] you have to do is look in the chart to see how much they 
vet. As Isay. IT understand the position of doctors in figuring out that 
they personally do not usually retire, and IT can see where the doctor, 
thinking of himself alone, from the selfish point of view, not thinking 
of his widow, not thinking of his children, if he should die young o1 
anything else, I can see from the selfish point of view why the doctor 


thinks that he is not getting his money’s worth in entering a system 
2 this kind. 
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I think if he realized the survivorship benefits that he got when 
young and when he had minor children, they are greater than any 
survivorship benefits you could get elsewhere for anything like the 
same amount of money; or if he ever thought about his widow, the 
average widow I believe lives 10 years beyond her husband. Under 
this bill the payment for the widow would be approximately $850 a 
year. Itisasmall amount, but you would have to invest in Govert iment 
bonds probab ly $35,000 in order to get that same income; and it is 
pretty hard for the doctor, with the present income taxes, to be able 
to put away $35,000. You will acknowledge that. Even if he happens 
to be one of the best surgeons in the country making $100,000 a year, 
with the tax rate going up to 80 percent he cannot save much money. 

I feel that the doctors, when they understand this system, are going 
to want to come in. If we do not bring them in at this period, it is 
going to be a tremendous handic ‘ap to the doctors in the future, because 
they will have years of no earnings under the system, and for such 
a small group as the doctors we cannot have a new-start provision or 
a provision for dropping out extra years, and so forth, when they 
ultimately do feel that they want to come in. 

I feel that you cannot have a comprehensive system unless it is prac- 
tically universal. You may say that you do not think that groups, 
the leadership of which—I acknowledge the AMA is the leadership— 
do not wish to bring them in, should come in, but under our laws there 
are an awful lot of things that we do where we get no benefit. The 
bachelor pays the school taxes, and the person who sends his children 
to a private school has to pay the school taxes. 

I think, therefore, for the good of the great majority, all groups 
should be brought in so that we will have a system which is almost 
universal, although it does not become quite universal even under this 
bill. 

I am very much interested in the fact that you do not understand the 
system. 

Dr. BuastncaME. I hardly think that that is a legitimate criticism 
because I could not answer one detail of it. 

Mr. Kean. But you did not know anything about it. I said $100 
and you did not know whether it was more or less than $100. It was 
twice that, practically. 

Dr. BLASINGAME. The point I should like to make from the stand- 
point of physicians, as I said, I am not here testifying on the technic - 
details of it, but in general, while you have painted a picture of 
possibility of an individual’s obtaining a consderable benefit timed h 
survivors, also it may well be put in the record that an individual can 
pay for years and years and never have any returns at all. 

Mr. Kran. That is true. 

Dr. Buastncame. Also, if I understand it correctly, the right to ex 
pect anything is totally a statutory right. 

Mr. Kran. Is what? 

Dr. BuastncaME. Is totally a statutory right and is subject to modi- 
fication from time to time. I do not see why you can say that I or any 
man 30 years of age knows what to expect in 30 years from now or 
10 years from now. You are simply trying to predict the future, and 
T cannot do that and I don’t believe that it is reasonable to suppose 
exact predictions. 
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Mr. Kean. I think you ought to realize from the practical point of 
view that the Congress is not going to reduce the benefits which it 
has set up in this bill. The story has always been the other way. 

Dr. Biasincame. The taxpayers may ultimately say so, Mr. Kean. 
The taxpayers of the country may ultimately have to say so. 

Mr. Kean. That is what we are trying to work out. The general 

taxpayer does not. What we are trying to build up is a system which 
will be paid for entirely by the contr ibutions of the workers who will 
receive their benefits. That is why we want to make this system sound. 
That is why we want to have everybody included. 

Of course, the doctors who have been in the military service have 
had some social-security credits, and the doctors who work for insu! 
ance companies have had social-security credits. Soa lot of them have 
had some credits that they are going to lose any benefits from if they 
do not get into the system, 

Dr. Biastncame. Also, a number of physicians, in debating this 
subject, have pointed out that the accrued benefits are not necessarily 
equitable benefits. The amount that people actually are obtaining 
at the present time, if I understand it correctly, is decidedly larger 
than the contribution that has been paid in. 

The position that the American Medical Association has taken on 
that particular item—and, as I repeat to you, I am here representing 
the association, not my personal opinions—is that they have cautiously 
and intentionally avoided a debate on the entire issue, because it is 
not a medical problem per se. I should like to remind you that that 
is my position here today, not that I wouldn’t individually and per 
sonally be glad to discuss some items which you have raised, but I do 
not have that authority from the American Medical Association and 
cannot speak for that body. 

Mr. Kean. That is all I have. 

The Cuarrman. Mr. Curtis? 

Mr. Curtis of Nebraska. Doctor, I think your suggested alternative 
to the provisions for waiver of disability has considerable merit. It 
would make it unnecessary for Government to ascertain who is totally 
disabled. As one member of this committee, I go along with you on 
the Jenkins-Keogh bill, and I do not think that the issue should be 
mingled with the social-security issue. They are two different things 
entirely. The Jenkins-Keogh bill would give to the individual what 
the corporate entities have now. Our tax laws are such that a corpo- 
ration can set up a retirement program for their employees and their 
officers, and the money that the corporation puts into the fund is not 
taxable. Those funds produce revenue or interest or dividends, and 
that is not taxable. It makes it possible for the individual connected 
with the corporation to have provision made for his retirement be- 
fore taxes, and then of course he pays a tax later on when he gets it. 

Certainly we should give to individuals the same tax treatment that 
we give to corporate entities. I believe that it is in the interest of the 
country to encourage independence and individual enterprises rather 
than to have the trend all toward larger and larger cor porate entities. 

On the question of whether or not doctors should be in social se- 
curity, you of course understand that the benefits are not compulsory y. 
It is a question whether or not the doctors should pay the social- 
security tax. At the present time this Government is paying rather 
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fiberal social-security benefits. There are a good many people draw 
ing a benefit for the husband and wife with a tot: al expected value of 
$3,000 or $4,000 for which they have paid $4.50 in taxes into the 
social-security fund. There are others who ee paid $81 in taxes 
into the social-security fund and are drawing the maximum benefit, 
which for a husband and wife may have a total value of $17,000 or 
$18,000. 

Who, in your opinion, should pay the difference between what the 
individual pays for his own benefit and what he actually gets‘ 

Dr. BuastncAME. You mean in the general population, Mr. Curtis? 

Mr. Curtis of Nebraska. Yes. Is there any reason why some groups 
should be excluded from that tax and other occupations have to pay 
it ¢ 

Dr. BLastIncAME. Physicians and their dependents as citizens pur 
chase goods and services on which there are hidden taxes, and to that 
extent contribute toward the general tax fund which ultimately pays 
the difference. 

Mr. Curtis of Nebraska. The people who pay social-security taxes 
also pay the passed-on taxes as consumers. 

Dr. BuasincaMe. Yes. 

Mr. Curtis of Nebraska. I will agree with you that there are occu- 
pations where the retirement pattern is entirely different, and even 
regardless of occupat ion lines there are individuals who do not want 
to retire. They want to carry on to the very end. When someone 
elects to do that, they save this system thousands and thousands of 
dollars. That is the reason that I have advanced a provision that if 
someone reaches 65 and has paid social-security taxes for 10 years, the 
tax should be waived from then on. It is administratively very easy 
to handle. 

When we have some citizens who by paying a tiny token payment 
or even the maximum that they could pay, $600, get out a sizable 
sum, I think the individual who turns that benefit down and goes 
on and works should have some relief from the tax. But at the 
present time, 80 percent of the producing people are paying direct 
social- security taxes, ZU percent are not. The system will have to 
run 3 or 4 decades yet before anyone will pay for their benefits, be 
cause it is being paid by younger groups coming on. 

I am delighted that you appeared here. I think your alternative to 
the disability waiver has much merit. 

Dr. BuastncAMr. May I comment, Mr. Chairman? 

The CHarrMan. Certainly 

Dr. Buasincame. In regard to the age groups in our population, 
as physicians we all know, and I am sure Vol know, as Members of 
Congress, that the age limit of our population, the average expectancy 
is defini tely increasing. It presents, I should think, for you a very 
delicate prob lem to try to anticipate what will be the responsibilities 
of Government in years to come . 

It seems that predictions which were made to you on — Mn 
the 1930’s have proved to be quite erroneous as compared, I under 
stand, with the average expectancy now and the number of people 
that you have in this age group. 

To try to anticipate by the system which we are discussing is one 
of the unanswerable questions, it seems to me, in human affairs, as 
to how long people are going to live in 1980 or 1990 or 2000. 
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One of the sound reasons, we feel, that there should be developed 
simultaneously a system which does not necessarily depend upon the 
social-security system, per se, as we now know it, but rather, along 
the formula of 10 and 11, perhaps modified in some aspects, is that 
those individuals if they hive longer and have created an equity in 
annuities or trust funds, will re or a large body of the population 
which will serve as a yardstick, it seems to me, to protect us in the 
future, or at least to give us some c aan irative data in a system running 
concurrently with the present system. 

Let us suppose we are all wrong on this system. Suppose, with 
the best judgment that you can use, tragic mistakes are made. — us 
pe pose that every individual at age 65 gets $200 a month in 1980 
or $180. The question is, of course, relatively speaking, eee ‘oui 
will that money be worth to the individual. There are so many 
unanswerable questions that, it seems to me, for us to take one sys- 
tem all the way and wonder what it is going to do in the future is 
a very treacherous procedure to follow. It already has been disap- 
pointing, if I understand the report.of your subcommittee correctly, 
as far as being able to provide benefits for people above 65 years of age. 

Those are general comments which I have taken the liberty to 
make, and again I have expressed a personal opinion interpolated 
here. 

Mr. Curtis of Nebraska. I agree with you on all the problems of 
trying to ascertain what this system will do in the future. Iam think- 
ing about the cost of this thing right now. The present beneficiaries 
that we have, have already drawn out 10 times what they put in. If 
we pass no bill this year or any other year to raise their benefits, they 
as a group will draw out 48 times what they put in. 

Somebody has to pay that difference. On these burdens of social 
security, I have a hard time drawing my line to say who should pay 
and who should not. As a matter of fact, there is in the trust fund 
some $17 billion or $18 billion which with some interest may run 
$19 billion. That would not pay the benefits of the people who are 
already retired. There are 1.4 million more eligible to retire. If 
those already retired have first claim on that, some more taxes have 
to be collected to take care of this 1,400,000 who can retire. 

The people who will become 65 tomorrow and all through the years 
will be expecting their benefits, and somebody is going to have to pay 
them. 

The CuarrmMan. Mr. Jenkins will inquire. 

Dr. Buastncame. Mr, Chairman, on that particular point which 
Congressman Curtis has raised, it seems that if the present system 
has already created these particular problems, to apply essentially the 
same system to more individuals only exaggerates the problem rather 
than cures it. The only thing you are doing is simply multiplying 
the numbers involved and postponing, it seems to me, the day of 
accounting. 

The Cuarrman. Thank you. 

Mr. Jenkins will inquire. 

Mr. Jenkins. I am sorry I was not here during all of your testi- 
mony, but if you will bear with me I would like to ask you one general 
quest ion, and that is this: 

soth of you gentlemen are experts on this problem, and you have 
been students of this problem ever since we passed the first social- 
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security legislation. What are your views as to how the doctors of 
the country feel toward this legislation from the socialized medicine 
standpoint ? 

Dr. Buastncame. Mr. Jenkins, we have stated it in the testimony 
already. 

Mr. Jenkins. You have set that out completely, have you? 

Dr. BLAstnGAME. Yes, sir 

Mr. Jenkins. Let me ask you, then, again, as we know, as I asked 
a gentleman this morning, social security has grown, has developed 
in every direction almost. Have you noticed whether or not that 
natural growth of the social-security program has invaded the defense 
that you medical men have ben making against socialized medicine ? 

Dr. BLASINGAME. Mr. Jenkins, I do not know ol any significant 
invasion that we have had thus far. 

Mr. JENKINS. In other words, you made the defense—and I have 
always helped you, as far as that is concerned, in making that de- 
fense—that we did not want the profession socialized. I am sure 
you do not. 

At the same, time you are still in the medical business, and we up 
here have to pass the laws. 

Personally, I have not been able to see where the medical profession 
has been invaded or undermined very much. You would know more 
about that than I do, and I think it would be fair to all of us, if you 
have lost ground noticeably, to tell us how and where and what caused 
it, so we can be ready to remedy the situation. 

Dr. Buastncame. In the comment which we handed to you in the 
printed testimony, we pointed out the potential inherent dangers in the 
waiver-of-premium section, section 106, in which there is the possibil- 
ity of the regimentation of a considerable number of physicians under 
that section who would be employed by the Government making medi- 
cal examinations and giving opinions for the Government in determin- 
ing total permanent disability. 

Mr. Jenxrns I see you make the comment on your first page with 
reference to the Jenkins-Keogh bill. Do you think the Jenkins bill 
will answer the retirement needs of pastel and se “ap -employed 
groups? It does seem that the Jenkins-Keogh bill, which was origi- 
nally Mr. Reed’s bill, would go a long way toward answering all these 
problems, would it not? 

Dr. Buastncame. It would be helpful, but to come back to the point 
you raised a moment ago, it is really a part of H. R. 7199, the waiver- 
of- -premium item, on which I was commenting a moment a 
having a large numbet ‘of physicians across the country doin 
nations for the Government on this particular problem. 

Then there is the potential danger that this same philosophy, this 
same tendency, might well be expanded Lo regimentation and compul 
sory health insurance over a period of years. We are simply pointing 
it up to you in this statement, admitting to you that the content of 
this bill is not compulsory health insurance, but that it is a step in that 
direction that is potentially capable of being expanded along that 
line. 

Mr. Jenkins. There is no question but that that is the tendency. 

That is all, Mr. Chairman. 

The Cuatrman. Mr. Mason will inquire. 
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Just one moment. Do you want to add something to your statement ? 

Dr. Buastncame. Mr. Chairman, I did not know whether or not Mr. 
Jenkins also asked me about some comment on H. R. 10. He asked me 
two different items, and I do not know whether he has another question 
on that. 

Mr. Jenxrns. You had H. R. 10 in mind, I presume, when you were 
speaking. I do not mean to draw you into that now, but if you want 
to discuss it further, it is all right with me. 

All right, Mr. Chairman. 

The Cuarrman. Mr. Mason? 

Mr. Mason. Doctor, I was intrigued by your remarks suggesting 
that you and perhaps men sitting up here could not predict what the 
future would bring in the line of benefits out of this social security set- 
up. I wonder if you had the thought in mind that [ have had for some 
time, that when this social-security setup was established some eight- 

een-odd years ago, Uncle Sam owed about $10 billion. Now he owes 

crowding $275 billion, the debt limit, and he has thirty or forty other 
billion dollars of obligations incurred by lending agencies, Export- 
Import, and all those. 

So Uncle Sam today does not know where he is at financially, 
nor what the future will mean financially. He owes more than all 
the other nations of the world put together. The latest figure I have 
been able to get was $207 billion for all the other nations of the 
world put together, as compared to our approximately $300 billion. 
He owes more than twice as much as all the countries of Europe put 
together, because they are supposed to owe only $117 billion. 

If we are going to have a public debt that within 20 years runs 
from $10 billion to $275 billion, 20 years from now if we keep on in 
that way we will just simply have to repudiate, and then the voters 
will repudiate these obligations, will they not, because they are only 
statutory obligations in this setup. 

So I am beginning to wonder whether we should not figure a little 
bit closer on whether we can meet these obligations and whether we 
should incur these obligations, and then say that those people who 
are not going to get any benefit out of them shall help pay for these 
obligations for these people who are going to get benefits if the fund 
and the Nation do not wobeskes | in the meantime. 

Is that the idea that 4 you were thinking about? 

Dr. Buasrycame. I think you have expressed quite well, sir, the 
concern of many physicians who have thought about the Government’s 
financial status, and it applies to our whole overall problem, including 
social security. 

Mr. Mason. Doctor, I want to state this: I have said before on the 
floor of the House that, in my opinion, the Townsend proposition for 
universal coverage and pay as you go is much sounder, more sensible, 
and in the long” run cheaper than this unsound thing that we are 
expanding and elaborating and making more unsound. | 

That is all, Mr. Chairman. 

The Cuarrman. Any other questions? Mr. Eberharter, you may 
question the witness. 

Mr. Exsernarter. I am sure the scarce attendance on this side is 
not because our side is not deeply interested in the position of the 
American Medical Association. I assure you of that, Doctor. It 
is because of important legislation being considered in the House. 
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I got the impression from your voluntary statement a while ago 
ago that you are very doubtful as to the success of the present social 
security system, especially as you look to the future. Am I correct 
in that ? 

Dr. Buastncame. Again here expressing the policy of the American 
Medical Association——— 

Mr. Exernarrer. I think that was a voluntary statement on your 
part. 

Dr. Biastneame. I have no comment officially as far as the asso- 
ciation on your question. I came here, as far as representing the 
American Medical Association is concerned, to testify on two aspects 
of the bill, as pointed out in the testimony. One was about the com 
pulsory feature, to which physicians are opposed; and then also 1 
opposition to the waiver of premium section 106. 

Mr. Esernarter. [ thought you made a voluntary statement which 
had the effect of casting doubt as to whether or not the present 
system was desirable. You said there were so many imponderables 
as to the future. We do not know what the value of the dollar is 
going to be 20 years from now, we do not know what the longevity 
is going to be 20 years from now, and all those matters you brought 
in in your statement. Did you not make a statement to that effect 
here within the last hour? 

Dr. BLAstncame. In answer to Congressman Curtis’ remarks, he in 
terrogated me about some aspects of it, and then Congressman Mason 
made some comments concerning the public debt, and I did express 
concern and said also that in my judgment it was a difficult problem, 
if not an impossible problem, for any of us to anticipate the future 
20 or 30 or 40 years from now and the problems that will be presented 

far as the aging of our population, financing this program, and 
others. 

It presents a very heavy responsibility, and I doubt that we can be 
vecurate about it. 

Mr. Enernarter. You doubt what? 

Dr. Brastncame. I doubt that we can be accurate about it. 

Mr. Ereruarter. Would you say that the same factors and prob 
lems apply to private insurance systems ? 

The CrarrmMan. Had you finished, Mr. Eberharter ? 

Mr. Eseruartrr. No. I had only started, Mr. Chairman. 

Dr. Biuastncame. Dollar value is always relative, certainly. 

Mr. Esernarrer. My question was simple. Would you say the 
same factors would apply to any private insurance system, to the reg 
ular insurance companies? They have the same problems? 

Dr. Biastncamr. Not necessarily. It is a personal agreement and 
contract, and the other deals with the sovereign state, and also has a 
compulsory element in it, and is a political problem; whereas an in- 
surance contract is an individual matter 

There are certain very definite differences. I am not posing here 
as any expert in that particular field, and I have no intention of try- 
ing to appear as such. 

Mr. Everuarter. No, but I thought you could say whether or not 
the same problems would arise insofar as social security is concerned 
with respect to the future, the imponderables, longevity, and those 
other matters. Those same problems arise with any insurance system. 
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Dr. Birastincame. Let us take, for example, in the social-security 
field there has been certainly a considerable alteration in benefits and 
the program has been modified considerably as a result of different 
concepts that have been introduced, and perh: aps certain changes in 


the law that were undoubtedly considered wise in those aspects of 


certain political inp plications. Again, it is the individual dealing 
with the sovereign state, and there is an element of compulsion in it. 

In my judem«e nt, there are very essential differences between that 
and an individual and personal contract which a person has with an 
insurance carrier. 

Mr. Exernarrer. On the question of the freeze of periods of dis 
abilities, Doctor, I think your statement in behalf of the association 
expressed a fear that that section or clause 106 would be the entering 
wedge for regimentation of the medical profession. ‘That is in yout 
Statement; is it not? 

Dr. BuastncAMe. Yes. 

Mr. Erernarrer. You are fearful that it will be the entering wedge 
to socialized medicine to some extent. That is what you meant; is if 
not ? 

Dr. Buastncame. I have already made the statement in there that 
it would amount to the regimentation of a large number of physicians, 
and is potentially dangerous in being expanded into compulsory 
health insurance. 

Mr. Evernarrer. Suppose the social-security system was not in ex 
istence at all, do you think the establishment of it might be considered 
the entering wedge toward socialized medicine ? 

Dr. Buastncamr. You mean the Social Security Act per se? 

Mr. Everuarter. Yes. That would be the first entering wedge, 
would it not? ‘That would be the first entering wedge, then followed 
by the freeze of disability benefits, and then along comes the request 
for total and permanent disability benefit provisions. One wedge 
follows another, does it not ? 

Dr. BuastncAmr. I am not here, as far as the association is con- 
cerned, Mr. Eberharter, attacking the Social Security Act, and I have 
no authority to speak on that particular problem. 

Mr. Espernarter. My questions are developed from your principal 
statement, that one about the entering wedge. 

Let me go on to this proposition of a different system for doctors. 
In your main statement you said you strongly oppose compulsory 
coverage of doctors because it would be tax- supported. Under the 
Jenkins-Keogh bill would it not be in a measure tax-supported also? 

Dr. Buastncame. The Keogh bill is on an equity basis. 

Mr. Enernarter. Would it not be partially supported by special 
provisions relating to the taxation of doctors? 

Dr. Buastncame. Tax deferment. It does not apply just to doctors, 
of course. It is to the self-employment. It is a tax deferment. 

Mr. Evernarrer. It is special consideration, insofar as the payment 
of taxes is concerned, for those in the system that you propose, is that 
not right ? 

Dr. Buastneame. It is simply an effort to try to establish a system 
that fits a pattern of life of a large section of the American public. 

Mr. Esernarrer. In other words, when a doctor is at the height of 
his earning capacity, he could lay aside quite a bit of money, and get 
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himself in the lower-tax bracket at that time as well as when he re- 
ceives benefits later. That is what you call a tax deferment 4 

Dr. Buastncame. Of course, I am sure you are familiar with the 
fact that that same privilege has been granted to 20,000 pension plans 
in the country through section 165 (a) of the Internal Revenue Code, 
and it is not anything particularly exceptional to be asking for a 
similar right. 

Mr. Exsernarter. Let’s see if they are the same thing. When a 
corporation establishes a pension plan, it is not establishing a pension 
plan for itself, is it? It is establishing it for somebody else, for its 
employees. The doctors would be establishing the pension plan for 
themselves individually. Is there some slight difference there? 

Dr. Buastncame. May IL ask Dr. Dickinson to answer that particular 
point for you 4 

Mr. EveruaArrer. Yes. 

Dr. Dicx1nson. Mr. Eberharter, I think the answer to that is that 
corporate pension plans cover the executives and other employees of 
corporations. ‘There was testimony introduced by a Mr. Se hwartz, 
who is Chief of the Rulings Division of the Bureau of Internal Reve- 
nue, Which I read in the hearings of your subcommittee on social 
security, to the effect that something like 20 million people are covered 
by these pension plans, and then in a series of questions and answers 
Mr. Schwartz further stated that there were instances in which the 
corporation paid in 1 year into a pension fund 200 percent of the 
salary of an employee. 

We all accept the notion that a corporation is a legal fiction. It is 
a corporate person and not a real person. You see, physicians are not 
permitted to incorporate, sir. 

Mr. Esernarter. We accept the legal fiction that a corporation iS 
an entity. A corporation on out this money for the benefit of indi- 


il 1 


viduals who are its employees. It is not the same as if an myn oyee 


were buying a pension for himself. There is a vast difference there, 
and that is the difference between 7 propos: 1 that you are making 
on behalf of the doctors for special treatment in taxes 


In my mind that is the main iene You do not see that 
tinction at all? 

Dr. Dickinson. I do not see it because it is tissue paper thin, Mr. 
Eberharter. The dollars that go into the pockets of a person to buy 
things with might come either from a corporation or a partnership or 
i proprietorship. May I say that in H. R. 10 and H. R. 11, we are 
calito about the individual proprietorship system in the United 
States, whether or not he is going to be considered in second-class 
citizenship. That is the issue here. We are talking about different 
forms of business organization. 

There is nothing immoral or unethical about a partnership or indi- 
vidual proprietorship. It, too, is a legal entity. It, too, is a fiction, 
1f you wish to say it. No matter whether you get your dollars of 
income from any one of these three forms, they are. still dollars of 
income. 

I cannot see that. You have made a distinction where 
difference. 

Mr. Espernarrer. Would you favor our giving a deduce 
ployees who are paying social-security taxes? 
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of their pay every payday for social-security protection. Do you 
think they should have a deduction to the extent of their payment 
for social-security protection ¢ 

Dr. Dickinson. I cannot make any comment on that as a representa- 
tive of the American Medical Association, whatsoever, sir. 

Mr. Esernarrer. Do you happen to know the average retirement 
age of those now covere “d by social security ¢ 

Dr. Dickinson. It is 69.2 years. 

Mr. Eseruarrer. 69.2. I think your main statement said that the 
average retirement of the doctors is—I will quote this: 

One-half of the physicians actually retiring from practice after age 65 did s« 
after age 74. 

I notice you referred to an unpublished study. Would it be violat- 
ing a confidence for this committee to have a copy of that study ? 

Dr. Dickinson. No. I would be glad to furnish it to you. The 
reason why I have not published it, sir, is that I wanted to make it 
for aseries of years. That study took us 5 weeks. We took only those 
physicians w ho reported to us that they had retired during the calendar 
year 1951. 

Before I publish it, I would like to cover a period of several years 
to see if there is anything peculiar about calendar year 1951. It will 
be published. 

Mr. Esernarter. That is the very reason, if I may interrupt there, 
that I am asking for it. Have you made a study of how many retired 
before 65, how many retired between the ages of 50 and 55, say, o1 
55 and 60% That would be very helpful. 

Dr. Dickinson. There is nothing in the Social Security Act, sir 
which provides for any retirement prior to 65, so for the purposes of 
this testimony today it would be irrelevant. 

Mr. Esernarrer. But you put forward in this statement only the 
facts with reference to those who retire after the age of 65. There are 
many doctors who, I think, retire long before they are 65 years of age. 
1 would like to know what percentage that is. You also oppose social 
security because you say doctors do not retire. 

Dr. Dickinson. | do not have it here. We examined every single 
case. One difficulty with our records is that we get a physician classi 
fied as retired or not in practice. If a physician leaves the practice of 
medicine, say, to become a farmer or something else, we have to in 

vestigate that to see whether or not he retired or he ceased to be in 
practice, 

‘Those eases falling below 65, 1 did not bother to investigate, because 
that is not an issue here at this discussion. I went into a number of 
those. However, there are relatively few as compared with those who 
retire after 65. IL can assure you there are relatively few. 

Mr. Enernarrer. You see, the impression was given, to me at least, 


that doctors should be considered in a different category because they 
do not retire at 65 as most other workers do. So | think it would b 
Hnportant for us to find out whether the sy do. 

Dr. Dickinson. Yes. 1 think you can say the same thing of the legal 
profession or the dental profession and farme rs generally. It is the 
pattern of lite of the self employed which is here being described. wd 
not just of physicians. Most physicians prefer to keep on taking care 
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of sick people and to t: iper off, if you W ill, rather than actually retire. 
We are t: ilking about self-e ‘mip loved. We are not t: ilking about em 
ployed physicians. . 

Mr. Exsernarrer. I know personally a lot of doctors who retired 
long before they were 65, I will tell you that. 

Do you think you can assure the committee that the Ameri 
Medical Associ: ition really represents all of the practicing physicians 
or a vast majority of them? Many < them come to me and say they 
want to be under social securit y. M: tybe I know only the poorer class. 

Dr. BLAsINGAME. May I comment on that point, Mr. Chairman ? 

Mr. Eseruarrer. That is why I am asking the question. 

Dr. Buastncame. I am sorry you were not here this morning when 
I commented in answer to that question which Mr. Kean asked me, and 
I shall be glad to repeat. 

In the United States there are approximately 1,900 county medical 
societies that have regular meetings and are organized entities. These 
county societies discuss various problems before them, and they have 
elected delegates to their respec tive State medic al associations. The 
county delegates go before the State medical associations, before the 
house of delegates, and introduce i sues before the house of delegates. 
Those issues are debated and referred to a committee, where they are 
discussed. The 1 the 2y go back to the floor -. he re an opinion is take hh 
by vote, and then they are referred to the national level. 

The American Medical Association re presents a federation of the 
various component State and Territorial societies, to which elected 
delegates come and present problems that have arisen from the State 
level. They ure entered into the record of the house of delegates and 
are referred to committees where they are heard. Any member of the 
association may come before a committee and discuss and debate much 
as you and I are discussing problems here today. ‘he conhimittee 
then reaches a decision and refers the matter back to the floor of the 
house of delegates, where it is further debated. If a physician’s 
opinion does not obtain in his committee and he has a difference of 
opinion, he m: LV cle ‘bate it further on the floor of the house of delegates. 
Finally an opinion is reached which represents the opinion of the 
profession through the American Medical Association. 

I think it is similar to the opinions which you have here in Congress 
and how you are elected to represent the people and how you discuss 
matters before you and finally reach a vote. 

The opinion which we gave you and the quotation in our statement 
this morning about the opinion as stated in the resolution passed ln 
the house of delegates represents the official opinion as finally reache d 
after discussion at the county, State, and National level of the Amer 
ican Medical Association. That opinion may be at variance with ce1 
tain individuals within the association. When you have a body as 
large as ours, composed of approximately 140,000 praneenm natu 
rally there is considerable difference of opinion, just as there is here 
in the United States among citizens on eve ry question. Here 3 the 
Congress I am sure you have that as a daily experience. 

Ne vertheless, the opin Hons finally reac he <d offie ially are representa 
tive opinions, and that is what we have brought you here in the state 
ment today. 
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Mr. Enernarrer. I want to ask just one other question, doctor. ‘The 
medical oo has been mighty helpful to the Veterans’ Admin- 
istration in determining the extent of disability of all the veterans 
who are receiving disability benefits, and we re sly on the medical pro- 
fession exclusive ly in that regard. Do you not think that might have 
been considered an entering wedge to socialized medicine, the same as 
we would consider it if we cle} vended upon the medical profession to 
find out whether a man was ceeuameite and totally disabled under 
social security / 

Dr. Buastincame. Of course again I did not come here to comment 
on the Veterans’ Administration. That is a smaller group of society 
than a bill which deals with social security and the overall population. 

Mr. Epnernartrer. The veterans getting benefits are a much larger 
group, I think, doctor, than those that the medical profession would 
have to examine as to whether or not they were permanently and 
totally disabled. Would you not say that? 

Dr. Buastncamer. The comment which we made in the testimony 
simply points out the fact—and we consider it a fact—that to ask that 
the Government have a series of physicians aol cadien to determine 
waiver-of-premium benefits is a potential mechanism for regimenta- 
tion of physicians and is potentially expandable into compulsory 
health insurance. When you have a large body of the population 
realizing that doctors are examining for the Government, being paid 
for that service by the Government, it is an established, recognized 
technique which can become established and expanded into regimenta 
tion of the profession and compulsory health insurance. 

Mr. Esernarrer. My point is this, doctor: Do you not think we have 
had that experience insofar as the Veterans’ Administration is con- 
cerned in their utilization of doctors for the purpose of determining 
the extent of disability of veterans? Have we not gone through that 
experience ¢ 

Dr. Buastncame. I do not agree that there is a parallelism, sir, in 
the two systems. The point I made in the testimony this morning was 
the fact that there is an equitable, a just, a liberal way of determining 
waiver of benefits without having anything to do with a man’s medi 
cal condition at a given time, simply by a system of computation over 
a pel iod of time of certain best years of his em ployment. Such a sys 
tem, I understand, is used now in the civil service of the Government. 
Such a system is used in many pension plans, in private determination 
ind calculation of the benefits that an individual would have under : 

il nuity system. 

We are simply saying that the system which we have suggested has 
many advantages in addition to the potential danger of regimentation 
and expansion of compuls ory health insurance. 

Mr. Evernartrer. Thank you. That is all, Mr. Chairman. 

The CHamman. Are there any other questions? If not, we thank 
ou, gentlemen, unless you have something further that you wish to 
Say. 

Dr. Buastncame. We appreciate very much, Mr. Chairman and 
members of the committee, the opportu ity of being heard. 

The Crareman. I just want you to realize that the members who 
are absent are on other business and have to be away. It is unfortu 
nate, but it is the best we can do. 
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Dr. BLasincameE. Surely. 

The Cratrman. Dr. Dickinson, did you wish to say anything? 1 
am glad to see you here. 

Dr. Dic KINSON, ] woul | like to ask a question if it is proper that 
the question be asked. If it is not, I wish you would rule me out of 
order. I should like to know when the report of the staff of the 
Subcommittee on Social Security will be available to the pubhie. 
[ think the investigation made by the subcommittee is one of the 
vreatest acts of any Congress in my lifetime, and I am hoping, just 
as a citizen and a student of this problem, that the staff report will 
be soon printed. I don’t have a copy of it vet. 

The Crramman. When I opened the hearings I made a statement 
that it would be printed later on in the hearings. 

Dr. Dickinson. Thank you. 

The Cuamman. We will call the next witness, Miss May Bagwell, 
assistant executive secretary, American Nurses’ Association. Miss 
Bagwell, will you please give the names of your associates along with 
your own? 


STATEMENT OF MISS MAY BAGWELL, ASSISTANT EXECUTIVE 
SECRETARY, AMERICAN NURSES’ ASSOCIATION, ACCOMPANIED 
BY MISS JULIA THOMPSON, WASHINGTON REPRESENTATIVE, 
AND DONALD K. SMITH, ATTORNEY 


Miss Baeweuu. Mr. Chairman and members of the committee, my 
name is May Bagwell. I am assistant executive secretary of the 
American Nurses’ Association. I would like to present Miss Julia 
Thompson, who is the Washington representative of the American 
Nurses’ Association: and, to answer any legal questions, Mr. Donald K. 
Smith, attorney for the association. 

The CHarrMan. We are very glad to welcome all of vou. 

Miss Bacwetn. The American Nurses’ Association is the national 
professional organization of registered nurses, with a membership of 
over 173,000 graduate professional nurses in the United States. It 
has constituents in the 48 States, the District of Columbia, Alaska, 
Hawaii, Puerto Rico, and the Panama Canal Zone. 

] apprec iate the op portunity of appear ing here to present the views 
of the American Nurses’ Association on the import: int matter of s social 
security for the employed people of the country. 

Our organization has as its main objectives the improvement of 
nursing care of the patient and the promotion of the economic welfare 
of its members. The members of the American Nurses’ Association 
consider Federal social security important to their economic welfare. 
They, like other employed people, desire the attainment of a basic 
floor of security. 

The house of delegates of the American Nurses’ Association at each 
of its biennial conventions since 1944 has taken action in favor of the 
extension of social security coverage to all professional nurses and 
has urged other specific improvements in the provisions which would 
benefit nurses. The members of the advisory council representing 
State associations, and other units of the association representing var 
ious occupational groups in nursing, have taken similar action. 
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The members of the American Nurses’ Association wish to be placed 
on record as approving in general the purposes of H. R. 7199 and as 
specifically urging, first, the coverage of State and local government 
employees under retirement systems. 

There are approximately 67,000 professional nurses employed b: 
State and local governments and agencies. This group comprises 
about 20 percent of all active professional nurses. Ap proximately 
16.700 of these publicly employed nurses work in hospitals and related 
institutions. In about DO pe reent of the State and local gvovernment 
hospitals, employees are covered by governmental retirement plans 
other than Federal social security. Nurses occupying positions coy 
ered by retirement systems of State and local governments are now 
barred from social sec urity coverage. Many professional nurses, em 

ployed by State and local governments, move in and out of government 
aicion The majority of those who leave the service before they 
retire lose their rights to any retirement income to which they would 
be entitled under State and local retirement systems. Apsepepher rin 
nurses who enter positions in public employment covered by a reti 
ment system receive no ¢ redit for years of private cplonses hit noe 
yet can build up very limited credits for the shorter period in govern 
mental service. We favor, therefore, the extension of old-age and 
survivors insurance to permit coverage of these excluded employees 
under Federal-State agreements without loss in total retirement pro 
tection. 

The association favors increased benefits and prov ision for accept 
ance of coverage by certain excluded employees of nonprofit hospitals. 
Salaries of registered professional nurses, particularly those e mploye “d 
in hospitals, have been traditionally low and increases in recent years 
have not ke ‘pt pace with rising liv Ing costs. We believe that substand- 
ard employment conditions of registered nurses affect the quality of 
nursing care and therefore affect the health of the American people. 
Without good nursing care, patients’ lives are endangered. The ma- 
jority of professional nurses employed in hospitals do not enjoy the 
lenefits which have been gained by most workers employed in busi- 
ness and industry. Few of the nurses employed in hospitals have the 
benefit of private retirement plans to supplement social security. A 
survey made in 1953 showed that only 10 percent of non-Government 
hospitals offered private retirement plans to their employees. The 
median income of professional nurses working full time is estimated 
at $2,500 to $3,000 per year. The level of their incomes is not ade 
quate to permit the payment of the full actuarial cost of adequate old 
age annuities through savings. In addition, those who may have re- 
fused coverage at the time the e mployer elected coverage cannot later 
accept it without a change of employment. 

On the basis of these facts, and in order to provide benefit payments 
in line with economic conditions, the American Nurses’ Association 
favors the provisions in H. R. 7199 which would broaden the wage base 
upon which benefits are computed, drop out 4 years of lowest earnings 
for purposes of computing average monthly wage, and revise the bene 
fit formula. We also favor change in the provisions of the law to 
permit acceptance of coverage at any time by employees of nonprofit 
organizations. 

We are in agreement with the provision of the bill which would 
change the retirement test. Many of the Nation’s professional nurses 





SOCIAL SECURITY ACT AMENDMENTS OIF 


are not totally disabled after reaching the age of 65 and continue to 
work part time. The $75 limit on their earnings is unsatisfactory 
and offers little incentive to them to accept additional work. The 
American Nurses’ Association has received many communications 
from priv: ate-duty nurses expressing concern re orardi ng the present 
retirement test. Due to low levels of pay, social-security benefits, plus 
the S75 monthly earnings allowed under the present prov isions of the 
law, are insufficient to give adequate support to the nurse and any 
dependents she may have. 

The present limitation on the amount of earnings permitted to 
beneficiaries has the effect of reducing the number of hours of nursing 
care which are sorely needed to alleviate critical shortages which 
exist at the present time. 

We believe that the qualifying age for women should be lowered. 
It was estimated in 1951 that 46.5 percent of the active professional 
nurses of the country were married. Since almost half of the men 
65 and over have w ives below this age of 65 and because of the diffi 
culty experienced by older women in securing employment, we favor 
lowering to 60 years the age at “ee a retired worker’s wife or a 
retired woman becomes eligible for benefits. It might be added that 
many nurses age 60 can continue to work part time. but are unable to 
work full time. 

Our association has endorsed the insurance benefits for the totally 
and permanently disabled. Those nurses who become disabled before 
reac ‘hing age 65 risk under the present provisions of the law, both 
early dependency and the loss of their old-age insurance benefits. 
Most other countries have made provisions in their social-security 
systems against income loss resulting from total and permanent dis 
ability. We believe it to be socially sound to provide benefits to 
insured persons who become totally and permanently disabled before 
age 65. 

In conclusion, the American Nurses’ Association supports these 
improvements in the contributory social insurance in the belief that 
such changes will provide more equitable coverage and benefits for 
professional hurses and other emploved persons. 

The Cuairnman. Does that complete your statement ¢ 

Miss Baaweti. Yes, Mr. Chairman. 

The CHatmrMayn. We certainly thank you for this very clear state 
ment. Do your associates have any testimony they wish to give? 

Miss Bacwetu. I don’t think so. unless there are questions. 

The Cuarrman. Mr. Kean will inquire. 

Mr. Kran. To attain the objectives that you mentioned would re 
quire about a 50- percent increase In pavro I] tax. If vou did away 
with the retirement test the cost would be about 1 percent of payroll 
If you ch: anged the qualifying age of women to 60. it would mean 
about one-half of 1 percent, and the disability would mean about 
one-half of 1 percent. So, it would require a 50-percent increase in the 
payroll tax in order to cover the items which you suggest. 

Miss Bacwe.i. I am not an expert in this area. I do not know 
exactly what the cost would be. I was informed by one source that 
the cost of disability would he from one half to two-thirds of l percent 
of payroll. 
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Mr, Kran. And to reduce the qualifying age of women would 1 
quire about one-half of 1 percent; and to eliminate the retirement test 
would add 1 percent. 

Miss Bacweui. I do not know how much of the increased coverage 
could be provided by additional tax. 

Mr. Jenkins. Miss Bagwell, 1 notice you state you represent 173,000 
graduate professional nurses in the United States. I did not hear all 
of your statement. Did you anywhere in your statement show how 
many nurses there are in the country who are not members of your 
organization ? 

Miss BaGweti. No, I didn’t include that in the statement, but there 
is a total of some 550,000 professional nurses in the country. 

Mr. Jenkins. You think, then, that your organization represents 
about a third of them, according to the figures there. 

Miss Baaweti. Of the active nurses, however, there are 354,000. 

Mr. Jenkins. You represent, then, somewhat over half of those. 

Miss Bagweti. That is right, of the active professional nurses. 

Mr. Jenkins. .A lot of nurses are part-time nurses, as you know, not 
graduate nurses at all. Of course they would come under this legisla- 
tion, would they not, because they work at this kind of work ? 

Miss Bagwett. You are speaking of the nonprofessional group? 

Mr. Jenkins. Yes. 

Miss Baawetu. I think so; yes. 

Mr. Jenkins. They would all come under it, too. There would be 
many hundreds of them. There are a lot of married women who do 
part-time nursing. They are not on anyone's payroll. If they hold 
themselves out for regular employment, they would be entitled to that 

Miss Baaweni. That is true of any group of employees. 

Mr. Jenkins. Yes, that is right. 

Miss Bacweii. Not just the nonprofessional nurse. 

Mr. Jenkins. That being the case, you speak for the professional 
nurses—173,000, you say—but there are a lot more for whom you do 
not speak, of course. 

Miss Bacweiu. We don’t speak for the practical nurses, no, and we 
do not know how many nurses are aaheal part time. Wedo not have 
the data. That is not available. 

Mr. Jenxrns. No one would have that figure, I suppose. That 
would not be available. 

That is all, Mr. Chairman. 

The Cuarmman. Mr. Sadlak will inquire. 

Mr. Saptak. Miss Bagwell, in connection with your statement on 
page 2, extension of coverage to employees of State and local govern 
ments and agencies under State and local retirement systems, I am 
primarily concerned with Connecticut, and I should like to ask, 
Do you have many of your group or associates who might work for 
State institutions in Connecticut and therefore have retirement plans / 
Have you had an expression from them in regard to this bill that 
they want to be included, or have you had an expression from them, 
as I have had from many State employees, that they do not wish to be 
included unless there is a referendum which provides for this two- 
thirds vote procedure ? 

Miss Baawetu. We have had an expression from some of that group. 
I can’t speak as to the number who have spoken in Connecticut 
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through the channels that they have open to them in the association, 
but we make a great effort to inform the nurses of our programs 
and to keep them informed about legislation, so we do vet opini ns 
from these groups. 

Mr. Sapiax. Have you taken a poll of any kind in connection with 
this bill, Miss Bagwe li? 

Miss Baewetr.. Of the public employees, we have not to date. Wi 
have had expression hrouah their sections. Inthe American Nurses’ 
Association the different occ pation: al ¢ groups are organized in se 
tions, and through those sections at the district, State, and National 
levels they can express opinion. We also have those channels pen 
to get information to each occupational group about their particular 
interest in legislation. 

We will have further information from them in the future We 
have had information from their section officers and some of the 
groups. Tam not sure about any particular group within a particular 
State 

Mr. Saptax. My other question would be with reference to page 3 
about the middle of the page: 

The median income of professional nurses working 
$2,500 to $3,000 ver vear. 

That, of course, would be nationwide. Wo 
wage, if I might call it that, for nurses, say, 
area in contrast to some other area of the country 

Miss BAGWELL. There is information on a regional basis, 
is no very recent data. You are asking for the rates of 
salaries? 

Mr. SADLAK. Yes. Deductions can be ma le now On ef nl igs up 
to $3,600, and it has been sugeested that that | reases » $4200, 
Some have even specified d4.800. 

Miss Bacweuu. I do not have it by regions here. 
you. I have the salaries of local public health nurses 
service. For the official health units, April 1, 1953, the medi 
$3.400 to $3,499. Nonofficial agencies, staff nurses made from $3. 
to $3,099 a year. We can give you the regional data on that 
think. 

Mr. Sapiaxk. I want it for my own information primaril 
Bagwell. That salary seems so inadequate for the profess O1 
ices rendered. Thank you very much. 

The CyHarrman. Are there any other 
thank you, Miss Bagwell, and your associat 
here and the contribution you have made. 

The next witness is Dr. Anna Tulman Rai 
Physicians’ Forum. Dr. Rand, we are very glad 
You may proceed. 


STATEMENT OF DR. ANNA TULMAN RAND, REPRESENTING THE 
PHYSICIANS’ FORUM 


Dr. Ranp. I first want to say that I am a practicing physician, and 
I speak for the Physicians’ Forum, which is a national organization 
of physicians in existence for more than 15 years, all of whom are 
members either of their local medical societies or of the National Med 
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ical Association. Ever since its founding in 1939, the forum has con 
cerned itself with the extension and improvement of medical care 
and has encouraged new methods and techniques to achieve this end. 

Our organization has been on record for more than 2 years in favor 
of the inclusion of doctors and other professionals under the Social] 
Security Act, and we have endeavored to inform as many practicing 
physicians as possible of the benefits which they would receive from 
this coverage. We state our firm belief that, if a national poll were 
taken today, doctors would overwhelmingly favor inclusion. To bol- 
ster this contention, the membership of the medical society of the 
county of New York, the largest component of the American Medi- 
cal Association, has twice voted for Federal social security. Similar 
resolutions, submitted by forum members, have been passed by the 
Kings, Queens, and Sullivan C ounty societies of New York State. 
In New York Jersey, in polls of both the Bergen and Essex County 
membership, a significant majority ot those reply Ing wish these 
benefits. 

[ might add that Medical Economics, which is a publication that 
is circulated to the doctors and that deals with the business and eco 
nomic problems of doctors, has recently run a survey, and the survey 
has found that over 50 percent of the answering doctors have been 
in favor of inclusion in social-security benefits. 

Like his fellow citizens, the average physician is deeply concerned 
with providing protection for his surviving dependents in the event 
of his early death and with providing for retirement if he outlives 
his earning period. Yet, because of his long training and late start 
in practice, the doctor usually cannot afford to purchase adequate 
insurance until he or she has reached his or her middle thirties; and 
because he often starts to pay for such insurance later in life than 
other persons, he must pay higher premiums. <A physician who wishes 
to retire at the age of 65, to —S the retirement benefits now 
available to most Americans under Federal social security, by pur- 
chasing private annuity contracts, must pay from 200 to 4,000 percent 
more in premiums than he would pay under social security. In addi- 
tion to retirement. benefits, social security provides substantial sur- 
vivors benefits without additional cost. 

Why must a doctor from $7,000 to $20,000 more for private retire- 
ment and life-insurance benefits than he would if covered by social 
security? We believe the medical profession is as deserving and need- 
ful of this Federal protection as is any other occupational group, 
and we repeat that when the average doctor is given the opportunity 
to express his views, he favors being included in this act. 

The Physicians’ Forum believes, also, that tax deduction plans 
should also be extended to doctors and other professionals. Every 
physician paying income taxes is bearing a share of the cost of suc h 
pension plans. Federal social security and such tax-deduction plans 
as embodied in the Reed-Keogh bill or the. Jenkins-Keogh bill are com- 
plementary to each other. The latter is intended to give everyone the 
opportunity to continue as high a standard of living as possible 
through his own earning capacity. The former is designed to guar- 
antee upon the death or retirement of an individual, a minimum 
standard of living as a matter of right to that individual and his 
family. 
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There is no logical or ethical reason, regardless of the cries of 
“socialism” by the leaders of organized medicine, for depriy ing doctors 
of the benefits now accruing under social security to virtually all 
wage earners and to many self-employed persons. Tnelusion of physi 
cians in this act would not in any way compromise the individual 
doctor’s personal or professional] freedom or initiative. In fact, no 
instance can be cited in the history of the act to indicate that the 
freedom or the initiative of any individual covered by social security 
has been impaired, 

We therefore urge this committee and the ¢ onegeress to hasten to 
correct this inequity and pass H. R. 7199. 

The Cuarrman. Dr. Rand, we appreciate your appearance here 
and your statement in behalf of the views of your organization with 

regard to this bill. Are there any questions 4 

Mr. Curtis will inquire. 

Mr. Curtis of Nebraska. In this tabulation of sentiment did you 
send out questionnaires ? 

Dr. Ranp. We did not. Medical Economics sent out the question 
naires. 

Mr. Curtis of Nebraska. How many questionnaires did they send 
out ¢ 

Dr. Ranp. I don’t know. ‘They published their results in the 
March 1954 issue. 

Mr. Curtis of Nebraska. You do not know how many were sent out 
or how many were returned ¢ 

Dr. Ranp. No. It is a throwaway that is sent to every practicing 
doctor in the country. 

Mr. Curtis of Nebraska. What do you mean by a throwaway / 

Dr. Ranp. We don't pay for it. I presume the advertising pays 
for it. We get it in the mail every month. 

Mr. Curtis of Nebraska. I see. How many would vou think were 
sent out ¢ 

Dr. Ranp. I have no idea as to whether they did a sampling. I 
vot one. That is all I know. Iam not sure as to whether this was 
a sampling done as the Gallup poll is done or whether this was a 
general thing that was sent to all doctors. I think they would 
better prepared to tell you that. 

May Tadd one thing about that survey? They ran one in 1952, and 
at that time they found that 45 percent of the doctors were in favor 
of being included. 

Mr. Curtis of Nebraska. Forty five percent of those answering or 
15 percent of the total ? 

Dr. Ranp. Forty-five percent of those answering were in favor of 
being included. ‘Then when they repeated the survey in 1953 they 
found that it was over 50 percent; that the percentage has apparent] 
increased in the 1 year; that the sentiment has gone up in favor of 
being included. 

Mr. Curtis of Nebraska. Your point here is that you get a much 
better bargain from the Government than you do in private insurance. 

Dr. Ranp. That is true, but my point is also that not all of us earn 
enough to provide for a lavish retirement plan, and in addition to that, 
this would not mean that we could not insure ourselves with a private 
annuity in addition, if we were able to. It would at least assure us 
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a bare minimum on which to retire. I myself have known a doctor 
who had to work until 86 and died on a house cal 
had nothing to retire on. 





9 only because she 


Mr. Curris of Nebraska. The ditference between the cost privately 
and the cost for coming in social security is borne out by the fact that 
the younger people carry it: isthat not correct 4 . 

Dr. Ranp. That is true. We are prepared to realize that. On th 
other hand, even if you are insured starting at the age of 35, what yor 
pay is much less than you would pay for a private annuity. We ha 
firures on that. 

Mr. Curris of Nebraska. That is all, Mr. Chairman. 

Mr. Mason. Mr. Chairman, I should like to follow 
question what Mr. Curtis said. 


up with Ole 


You say that in these surveys you get returns that 45 percent ot 
5D percent of those ahnswerihg are for the proposition. lf I send out 
1,000 ballots and I get back only 100 and 45 percent of the 100 s; 
“J am for it,” that means only about 414 percent of the ones who 
were circulated. It really does not mean anything. You have to k \ 
Ih proportion to the number of ballot you send out in order to ovet any 
kind of intelligent survey or answer. 


Dr. Ranp. Lagree with that, but Talso say that we have not actually 
voted in our local medical societies on this issue. In my own society 
it has never come to a vote, T know that I have never been asked 
to express an opinion on it. The only way has been through i poll 


such as this. 

Mr. Mason. That is all, Mr. Chairman. 

The Cnamman. Mr. Curtis of Missouri will inquire. 

Mr. Curtis of Missourt. Doctor, l would like to know 
people the Phy siclans’ Forum has in its membership. 

Dr. Ranp. Several thousand. 

Mr. Curtis of Missouri. What do you mean by that ? 

Dr. Ranp. Well, I- 

Mr. Curtis of Missouri. Wait a minute. This is a national orgs 
ization, and you aretestifying in its behalf. Surely you know whether 
it is 1,000 or 10,000, What is it / 

Dr. Ranp. It is closer to 2,000, T would say. 

Mr. CURTIS of Missour}. About 2.000 members. D the \ h ive local 
societies throughout the country ¢ Is that the situation / 

Dr. Ranp. They have chapters. 

Mr. Curtis of Missouri. How many chapters do you have? 

Dr. Rann. There are about eight active chapters. 

Mr. Curtis of Missouri. Where are those active chapters ( 

Dr. Ranp. In Boston; New York: Newark, N. J.: Chicago; Wash 
ineton, D. C.: and I think on the west coast. 

Mr. Curtis of Missouri. What city on the west coast, do you know / 

Dr. Rann. I think it is Los Angeles. 

Mr. Curtis of Missouri. Did you conduct a poll among your mem 
bers as to their views on this situation 7 

Dr. Ranp. Do you mean myself personally / 

Mr. Curtis of Missouri. No. I should have worded it differently. 
Was a poll conducted among your membership to get their views ¢ 

Dr. Ranp. Yes. 

Mr. Curtis of Missouri. When was that poll conducted? 


] 
HOW way 
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Dr. Ranp. Well, let me say one thing: Formerly I presumed there 
was ho poll conducted, because people who belonged to the forum are 
agreed to this asa pro yposition of be ‘longin n 

Mr. Curtis of Missouri. Do you be 
eanizinge, when it was organized in 

Dr. Ranp. No. 

Mr. Curris of Missouri. What do you mean by saying that that is 
the basis of joining the organization, to be for this kind of a plan? I 
do not understand it. As vou say ‘tas it was founded in 1939. 
What was the basis of organizing it ? 

Dr. Ranp. The basis of organization was our mutual interest in 
the extension of medical care to as many people as possible. 

Mr. Curtis of Missourt. Then your previous statement is not quit 
accurate, that those who joined up are those who believe that they 


r 


that this is the basis of or 


in 
Q7 


wanted social security coverage extended to themselves. 

Now, coming back to hy basic questiol when was this poll con 
ducted among your organization to get their views on this thing, Oo! 

isi’t there a poll? 

Dr. Ranpb. The poll, | ald sure, has been Col ducted in the last 
years, but if you ask me when, I cannot say. 

Mr. Curtis of Missouri. This is important, Doctor. You come 
here and profe ss to speak for the Physicians Forum, a national organ 
ization. What I am trying to find out is how vou know that that is 
the view of this national organization of some 2,000 doctors. If you 
did not hi uve a poll or some Way of ascert: uUniIng whs at your me mber shi p 
helieve al, is this just what you think they believe ? W hat is the basis 
for saving that it is their position? How do you formulate policy 
in your organization ¢ 

Dr. R AND. The local chapter meecs and discusses the issue and then 
votes on it. 

Mr. Curtis of Missouri. Did these eight chapters, then, all meet 
ind pass resolutions on this particular measure ¢ 

Dr. Ranp. That is right. 

Mr. Curtis of Missouri. When was that ? 

Dr. Ranp. Within the last 2 years. But Iam not in the New York 
office. I do not have the facts as to the exact lay. I am sure the 
New York office could send that to vou, That is the central office. 

Mr. Curtis of Missouri. That is your central office ? 

Dr. RANb. That is right. 

Mr. Curtis of Missouri. Let me get this. _— it will help: What 
is your pos sition in the org ranization, Doctor ? 

Dr. Ranp. Iam a member of the executive , board. 

Mr. Currts of Missouri. I see. And who is your executive secre 
tary, or do you have an executive secretary ¢ 

Dr. Ran. A woman called Mrs. Katherine Earnshaw. 

Mr. Curtis of Missouri. She would have that information / 

Dr. Rand. She would know that much better than I. 

Mr. Curtis of Missouri. Incidentally, are these all women in your 
organization ? 

Dr. Rann. No. 

Mr. Curtis of Missouri. Let me ask one other general question : 
Would you favor a referendum type of inclusion for physicians? In 
other words, if you believed or say that if a national poll were taken, 
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doctors would overwhelmingly favor inclusion. On that assumption, 
would you be willing or would it serve your purpose if the bill were 
written whereby doctors could come in on a referendum basis similar 
to certain groups having been allowed to come in ? 

Dr. Ranp. Well, I can answer it two ways. In the first place, 
before that was so I think there would have to be an educational 
campaign to tell the doctors exactly what the benefits are. 

Mr, Curtis of Missouri. You mean you do not think your col 
leagues know what is in it ? 

Dr. Ranp. Well, Medical Economics in its recent issue implied that 
not every doctor was aware of what the bill entailed. 

Mr. Curtis of Missouri. Who is National Economics? 

Dr. Ranp. Medical Economics. 

Mr. Curtis of Missouri. Would you tell us who that is? They 
unply it, but who are they? Who is the author’ Things are written 
by men. 

Dr. Ranp. Medical Economics is a monthly magazine that is sent 
to all the practicing doctors in the country, and it deals with the 
economic and business side of medicine. 

Mr. Curtis of Missouri. And they are the ones that are of the 
opinion or the editor, whoever wrote that article is of the opinion that 
the doctors do not know what is good for them. Is that right? 

Dr. Ranp. No; I don’t think he would go that far. Iam sure you 
are taking words— 

Mr. Curtis of Missouri. What is it then? I mean, that is about 
what you are saying. Is that not correct / 

Dr. Ranp. No; 1 think that social security and its benefits—well, 
it is something that not everybody understands because it is not in 
their everyday way of life. But I think if the thing were properly 
expl: ained and the ‘1 if a poll were he lc | on it, ] feel th: at doc tors woul | 
overwhelmingly vote for it. 

Mr. Curtis of Missouri. You mean explained both ways ¢ 

Dr. Ranp. Both ways. 

Mr. Curris of Missouri. Thank you. 

Mr. Kean. Mr. Chairman ? 

The CuairmMan. Mr. Kean will inquire. 

Mr. Kean. The fact that a director of the American Medical Asso 
ciation came before us today opposing this bill, and did not know any 
thing about the survivorship benefits, shows that doctors in general 
do not understand the problem. 

Mr. Curtis of Missouri. Mr. Chairman, I would like to comment 
on that. I did not say anything when Mr. Kean interrogated the 
represents itives of the American Medical Soe lety, because I did not 
think we ought to get into a dispute of opinion within the committee 
during public hearings. But I think that is a conclusion that is a 
little unfair. 

Mr. Kean. You should have listened to the testimony, or else you 
can read it. 

Mr. Curtis of Missouri. I listened to it. I do not have to read it. 

The Cuairman. Are there any other questions ¢ 

We thank you, Doctor. 

Dr. Ranp. Thank you. 

The CuarrMan. The next witness is Mr. Richard P. White, execu- 
tive director of the American Association of Nurserymen. 
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STATEMENT OF RICHARD P. WHITE, EXECUTIVE DIRECTOR 
AMERICAN ASSOCIATION OF NURSERYMEN 


Mr. Wuire. The membership of this association represents a sizable 
seyment of the agricultural income of the country. The production 
of horticultural specialties as reported by the Bureau of Agricultural 
Economics, United States Department of Agriculture for 1952, re 
sulted in cash receipts to producers of approximately $600 million. 
exceeding cash receipts from such other farm and ranch commodities 
as potatoes, apples, oranges, sugar beets and sugarcane, wool, turkeys, 
sheep, and lambs. 

The nursery industry is reported by the United States Department 
of Agriculture to employ approximately LOO,OOO persons at some 
time during the year, of which 7,000 are unpaid family workers and 
14,000 were active proprietors of unincorporated establishments. Of 
approximately 75,000 paid employees, 85,000 are full-time workers 
and the remainder part-time workers. 

In 1950, I appeared before this committee representing this group 
of agricultural producers urging the Congress to extend coverage of 
the Old-Age and Survivors Insurance Act to agricultural employees. 
This the Congress did in amendments that became effective January 1, 
1951. 

We would recommend now to this committee that the 1950 amend 
ments relating to coverage of agricultural workers be reexamined and 
simplified. The requirements of the “qualifying quarter” and the re 


quirements of coverage in subsequent quarters should be brought into 
conformity and both clarified and simplified to meet practical con 


siderations of employment in a more or less seasonal agricultural enter 
prise such as the nursery industry. 

For example, about 40,000 employees in the nursery mdustry are 
part-time workers. A majority of these would qualify for coverage 
in the second quarter. They would then be covered in the third 
quarter, and probably the fourth quarter due to the harvesting and 
storage of the stock. They would not be employed in the first quarter 
and so would again be required to qualify for « overage in the second 
quarter of April, May, and June, thus losing credit for a full quarter 
when the industry in the Northern States is at the peak of activity. 
Similar situations prevail in other sections of the country, but the 
quarter during which part-time workers are employed in other work 
may vary. 

The remainder of this statement refers primarily to the 14,000 active 
proprietors of unincorporated establishments—self-employed farm- 
ers—who are not covered by the Old-Age and Survivors Insurance Act. 

The membership of the American Association of Nurserymen is 
composed of 1,520 firms representing between 85 and 90 percent of 
the total volume of production and sales in the United States. These 
member firms are located in 46 of the 48 States, and represent all 
types of business units: wholesale, mail order, landscape, sales yards, 
agency and brokers or wholesale agents, corporations, partnerships, 
and self-employed farmers and merchandisers. 

A questionnaire was distributed to all members early in 1954, asking 
these questions : 
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1, Do you approve extending social-security (old-age and survivors insurance ) 
coverage to self-employed nurserymen? 

2. What policy do you think the American Association of Nurserymen should 
adopt regarding the tax rate; return the rate of tax to 1% percent on each em 
ployer and employee, or continue the present rate at 2 percent? 

3. Should the base income on which the tax is paid remain at $3,600, be in 
creased to $4,500, or be increased to $5,000? 



















Replies were received from 697 firms or approximately 46 percent 
which in itself indicates an active interest in the matter. Of these 
returns, 188 were from incorporated firms whose officers are already 
covered, SO these persons have ho selfish reason for approving or dis 
approving coverage. The remaining 509 returns were from self-em 
ployed farmers producing nursery stock and in rotation the usual 
farm cash and cover crops. 

The returns are tabulated for ready reference of the committee as 
follows: 





> oor ’ +; . 
Results of membershin referendum on Old-Age and Survivors Insurance Act 
amendments 


Number of members receiving ballots : 
Number of returns - G97 





I. Do you approve extension of coverage to self-employed nurserymen ? 













(a) Returns from incorporated establishments 188 
(1) Approve extension of coverage to self-employed nurserymen 11 
(2) Po not approve extension of coverage - “9 
(3) Not voting on this question ; S 


(b) Returns from self-employed nurserymen 509 


(1) Approve extension of coverage 361 
(2) Do not approve extension of coverage 148 







percent or continued at the current rate of 2 percent? 
(a) Returns from incorporated establishments: 


Do you think the rate of tax should be returned to the old rate of 11% 























(1) Return rate to 1% percent é 99 

(2) Continue rate at 2 percent Sh 

(3) Not voting 4 
(b) Returns from self-employed nurserymen : 

(1) Return rate to 1% percent 289 

(2) Continue rate at 2 percent ‘ = 204 

(3) Not voting 5 16 






Ill. Should the base income on which the tax is paid remain at $3,600, be 
increased to $4,500 or be increased to $5,000? 







(a) Returns 





from incorporated establishments : 







(1) Maintain base at $3,600 118 
(2) Increase base to $4,500 é 3 
(3) Increase base to $5,000__ . a 3 


(4) Not voting 


a) 














(b) Returns from self-employed nurserymen: 
(1) Maintain base at $3,600. . sid 335 
(2) Inerease base to $4,500 99 
(3) Increase base to $5,000 . 60 
(4) Not voting , ws 15 


The results of this number expression of opinion:is 3 to 1 in favor of 
extension of the provisions of the Old-Age and Survivors Insurance 
Act to self-employed nurserymen—512 to 177. 

These same firms expressed themselves by a 2 to 1 vote (453-224) 
in favor of maintaining the present base income on which the tax is 
levied at $3,600. 

They were more evenly divided in their opinion as to the rate of 
tax—388 expressing their opinion that the rate should revert to 1% 
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percent eac h on employer and emp lovee with 289 of the belief th 
current rate of 2 percent should be continued. 

Member comments written in regard to this referendum pointed the 
following general conclusions: 

(1) All workers should be covered if any are covered. 

2) A considerable number of firms believe that the whole 
security system should be on a voluntary participation basis. 
(3) There was considerable sentiment in evidence to put the 
gram On a pay as-VOu-go basis as recol imended by the ¢ ham 
Commerce of the United States. 

(4) Many returns expressed the opinion that the rate of tax and tl 
base Income on which the tax is levied should be adjusted so as to resul 
in revenue sufficient to cover benefit payments, 

Statements relating to the views expressed in (3) and (4) seemed 1 
indicate an underlying but not clearly expressed concern over 


~ 


soundness actuarially of the current programs and a fear that 
time in the future the whole program will fall due to failure to receiv 
sufficient revenue to meet benefit obligations. 

(5) Several expressed the mselves in favor of 1 creasing the mont hly 
limit of earnings of retired persons before losing their old-age benefit 
payments. Influenced by the seasonality of the nur 
return propos ed that the S875 monthly limit On eal 
and seine veils insurance recipients be changed to $1,000 per ann 
earned at any time. Such a modification would certainly meet a siti 
tion that does exist in a seasonal business such as ours, in a practica 
manner. 

In summary, based on a member referendum of the American A 
sociation of Nurse rymen, we wish to make the following statement of 
position in regard to the three question of the inquiry: 

(1) We favor extension of coverage of the Old-Age and Survivors 
Insurance Act. to self- emp loved farmers on the same basis as it was 
extended to self-employed persons 1n other enterprises by the 
amendments. 

(2) We believe that the rate of tax and the base income on which 
the tax is levied should be adjusted to produce revenue sufficient to 
meet benefit obligations incurred. 

Mr. Chairman, I will be glad to respond to any questions, 
able to answer them. 

The Cyamman. We certainly thank you, Mr. Whit 
pearance here and the fine statement and the fine gro 
represent. 

Are there any questions ¢ 

Mr. Cy RTIS of Nebraska. With refer nce to the last sentence in vo 
statment, “We believe that the rate of tax 
which the tax is levied should be adjusted to produce sufficient revet 
to meet benefit obligations incurred.” Do vou mean by 
to provide for the benefits that will he paid 1h the yeal 
levied ? 

Mr. Wire. Yes, sir. 

Mr. Curtis of Nebraska. You do not mean ugh laid by to meet 
the future commitment ? 

Mr. Wuirr. No, sir. Some of our members even suggested that we 
recommend the tax base to go up to as high as $5,000 immediately in 
order to meet the current output , if that was ne essary. 


ie base income 
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Mr. Curtis of Nebraska. You are aware that the taxpayers of 10, 2 
and 30, and 40 years from now will have to pay many times more than 
we are paying now, are you not‘ 

Mr. Wire. That is correct. 

The Cuamman. Does that conclude your statement / 

We thank you very much, Mr. White, for your contribution to the 
information of the committee. 

The next witness is Mr. David L. Krooth, National Association of 
Housing and Redevelopment Officials, Chicago. 

I wish to explain that I may have to leave before you men are finished 
hut there will be somebody else in charge. You may proceed, 


STATEMENT OF DAVID L. KROOTH, EXECUTIVE DIRECTOR, NA- 
TIONAL ASSOCIATION OF HOUSING AND REDEVELOPMENT 
OFFICIALS 


Mr. Kroorn. Thank you, Mr. Chairman. We appreciate the oppor- 
tunity to appear before this committee. 

My name is David L. Krooth. I appear on behalf of the National 
Association of Housing and Redevelopment Officials in place of Mr. 
Nicholas H. Dosker, chairman of the retirement committee of that 
erganization, who is ill and regrets that he is unable to appear 
personi ally. 

The association includes thousands of public employees of several 
hundred local housing authorities, actually about 500, which are po- 
litical subdivisions established under laws of each State. Among 
these is a group of employees numbering 5,500 who work for the 
housing authorities established in 80 different cities in 23 States. 
These housing authorities and their employees are particularly inter- 
ested in the provisions of this bill which would repeal the absolute 
prohibition of coverage, by the Federal old-age and survivors insur 
ance system, of public employees who are under a non-Federal retire 
ment system. 

These provisions appear in section 101 (i) of the bill beginning at 
page 9. As you know, the passage of these provisions of H. R. 7199 
will not automatically bring these public employees under the Federal 
system. It would merely provide this opportunity for each State to 
provide Federal coverage for these employees. It would accomplish 
this by modifying the absolute prohibition now contained in section 
218 (d) which says that any public employees included under an 
existing retirement system cannot be covered under the Federal system, 
even though the State and political subdivision and the affected 
employees want such cov erage. 

Under the present provisions of section 218 (d), those housing 
authorities who belong to a non-Federal retirement system are denied 
coverage by the Federal insurance system. They desire such coverage 
and the opportunity to pay social security taxes to secure it, along with 
continuing their present retirement system which would provide neces- 
sary supplemental payments. As you know, the Federal system pro- 
vides merely a floor of minimum benefits, so there has always been a 
policy y of encouraging supplemental coverage. 

Thus, there is no prohibition on Federal insurance coverage of 
private employees who are covered by a non-Federal system. When 
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the original social security bill reached the Senate, an amendment 
was adopted similar to section 218 (d) which would have denied 
Federal cover age to employees under existing retirement systems in 
business and industry. However, the conferees eliminated that Senate 
amendment. Asa result, millions of e mployees in business and indus- 
try are now under both the Federal system : and supplementary private 
retirement systems. 

The present section 218 (d) prohibition of Federal insurance cover- 
age of public employees nae non-Federal systems is discriminatory 

against those in public emp yloyment, as compared with this treatment 
a private employees. ‘There is no reason to continue this discrimina- 
tion and to deny public employees the same opportunities of joint 
coverage as employees in business and industry. 

There is another discrimination which results under the present 
provisions of section 218 (d) which this bill would correct. This is 
the fact that some pub lie emp loyees may have joint coverage of 
Federal and non-Federal system, while others may not, hl 
only on whether the particular public employees were covered by a 
non-Federal system on a certain date. Thus, the employees of four 
housing authorities in Kentucky whose positions were under a non 
Federal retirement system have been denied Federal insurance cover 
age under section 218 (d) On the other hand, the employees of other 
housing authorities in Kentucky whose positions were not covered by 
a non-Federal system can obtain Federal insurance coverage, and 
immediately the reafter superimpos e supp ylemental non-Federal cover 
age. The same discriminatory situation exists with housing authori 
ties in 22 other States. 

And the same situation apples to other public employees, but I am 
speaking only on behalf of housing employee 8. 

Also, a housing authority whose positions are covered by a non 
Federal system can liquidate that system, join the Federal system, 
and then reestablish the non-Federal system so as to have the joint 
coverage—but this involves penalties and costs, such as the loss of 
vested rights under the non-Federal system. Such emp loyees should 
not. be compelled to suffer such pen: alties and losses of vested rights in 
order to come under the Federal system. 

The repeal by this bill of the exclusion contained in section 218 (d) 
would make it possible to eliminate these discriminations. 

Counsel for the National Association of Housing and Redevelopment 
Officials believed that the exclusion language - a 218 (d) did 
not apply to positions in housing authorities, or for that matter, pub 
lie employees working for other public agencies, which are covered 
by non-Federal retirement svstems established and administered by 
private companies. It was their view that the law intended to ex 
clude only positions covered by public retirement systems. The at 
torney general of Kentucky concurred in our view in this matter. 
When the Department of Health, Education, and Welfare took a dif 
ferent view of the language of the statute, the State of Kentucky filed 
a representative suit in the Federal court to test the construction of 
the statute. The district court ruled that section 218 (d) could be 
construed either way and therefore accepted the interpretation of the 
administrative agency that it applied to public employees, whether 
they were covered by a private or public retirement system. This 
decision was upheld by the United States court of appeals. 
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Accordingly, this matter can now be clarified only by amendatory 
legislation. The problem of these 5.500 employees of 80 housing 
authorities, as well as the problem of other public employees covered 
by private retirement systems, can be settled by an amendment provid 
ine that the exclusion from Federal insurance coverage contained 
section 218 (d) applies only to public employees under public retire 
ment systems, and not to those under private retirement systems. 

Since the present bill goes further than this limited amendment 
and eliminates the prohibition of Federal insurance coverage of those 
under retirement systems of policeme n and firemen, we are in favor 
of these provisions of H. R. 7199 which appear in section 101 (1). 
We believe, however, that eel provisions can be perfected by thi 
amendment which we understand the American Municipal Associa 
tion will prese nt in its te stimony before this committee on Thursd: ay. 
We join in their proposal that the Federal law should not prescribe 
detailed referendum or other limitations on the actions of State leg 
islatures in extending Federal coverage to public employees who are 
under non-Federal systems. We be lieve that it should be left to the 
State legislature to prescribe the conditions under which their public 
employees under non-Federal retirement systems may obtain Federal 
coverage, along with continuing their non-Federal coverage. 

We hope that your committee will retain in this bill the provisions 
Which eliminate the prohibition of Federal insurance coverage of 
those public employees under non-Federal systems. This will avoid 
discrimination against such public employees and make it possible 

1 the States to extend Federal coverage to them through collecting 
and remitting to the Treasury the applicable social-security taxes. 

That concludes my statement, Mr. Chairman. 

The CuatrMan. Thank you, sir. 

Are there any questions 

It is getting late in the day, and I think we are getting a little 
tired, perhaps. We appreciate very much your coming here and 
presenting these views to the committee. 

Mr. Kroornm, Thank you very much, sir. 

The CHAtRMAN. The next witness is Mr. James E. Keys, executive 
director, National Society of Public Accountants. 

Weare glad to have you here, Mr. Keys. 

Mr. Keys. I have with me Mr. Robert G. Dunphy, who is general 
counsel for the society. 


STATEMENT OF JAMES E. KEYS, EXECUTIVE DIRECTOR, NATIONAL 
SOCIETY OF PUBLIC ACCOUNTANTS, ACCOMPANIED BY ROBERT 
G. DUNPHY, GENERAL COUNSEL, NATIONAL SOCIETY OF PUBLIC 
ACCOUNTANTS 


The CHamrMan. You may proceed. 

Mr. Keys. I have here a prepared statement, and I believe copies 
are in the hands of the committee. It is the view endorsing primarily 
the bill as it is written. In the interest of time, and so as not to 
impose on the committee, | would like to suggest that we dispense 
with the reading of the statement, and that it be entered on the record. 
I could summarize briefly. 

The CHAIRMAN. Very well. Without objection it is so ordered. 

(Mr. Keys prepared statement follows :) 
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STATEMENT OF THE NATIOD 
H. R. 7199. SocraL Securit 
Keys, Executive Direcror 


The National Society of Public 


all the States and Territories who serve the ub 
| 


prime interest in H. R. 7199 concerns the am 


social-security statute Members of our socie 


us members of one of the professions enumerated 
reads as follows: 

The performance of service by an individua 
as a physician, lawyer, dentist, osteopath, vet 
optometrist, Christian Science practitiones 
wccountant registered or licensed as an ¢ 
full-time Practicing public accountant, funer: 
or the performance of such service by a partners! 

The italicized portion of the subsection covers member 
of Public Accountants. It does so by describing the s 
us the titles they may be permitted to assume. We 
more realistic criteria for professional status than the 
worked hard to establish the professional status of the 
them has submitted voluntarily to a strict de of et 
tinuing campaign of education and indoctrination, NSI 
the standards of the full-time practicing public acco 
accepted on a par With his brother profession: 


juarters because there still exis 


ft areas whe 
I am, however, pleased to report that we 
Within the past few years sever: 


recognizes the public aecountan 


manner of accounting services Se 
bills before them now, or anticipate Considering 
future 
Practically all agencies of 
tion reports and stateme 
practically all, because 
the last few days the regulatio 
clude public accountants. With 
Treasury Department the question of pro 
several vears we have been working clos 
find a practical and equitable means whet i 
countant may be enrolled to practice before the Tr ur The Department 
revising its regulations on this subject and we anti at h improveme 
status of our members under the revised rez 
I mention the above examples to acq 
areas in which the publie accountant h 
tion and to reconcile our former 
mendations IT am about to make hers 
1950, we did so becuuse we wished i Let 
nrofesisonal status he had worked so hat btain 
exclusion of self employed professionals would mean te 
excluded were bona fide professionals whil tl 
not. Quite candidly, the Dlie account 
able to use this section of the statute 
Conecress did not consider im prof 
security statute.” 
When your chairman introduced this 
poll our members in anticipation of th 
ef inclusion A substantial numb 
indicated they favored coverage if 
result in hand, the committe 
mously to support the bill a ! 
that our fellow public accountants—men 
Accountants—are also urging coverage for 
I would 


used us 
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het SS hd 


drafted, any professional groups are excluded from coverage, I respectfully 
suggest that the section containing the excepted professions be prefaced by a 
statement indicating that inclusion or exclusion is not based on professional 
stutus or competence , 

I would like, if I may, to touch on just three other points in the bill. I note 
that the ceiling on taxable wages or self-employment income is to be raised 


from $3,600 to $4,200. T believe this to be a step in the right direction It will, 
of course, increase the benefits which will be received after 65. I hope that this 
ceiling will eventually be further raised. Though, when this is done, 1 would 


urge the committee again to reevaluate the formula for determining benefits 
Even with the amendments contained in this bill, the formula is still heavily 
weighted in favor of the low income group, and understandably so; however, if 
the ceiling is to be again raised to an appreciable degree, those in the higher 
brackets should be given consideration with respect to the percentage-of-benefit 
formula for earnings above the first $110 

Another point I would like to make is the relationship between this bill and 
the various bills dealing with tax treatment of retirement plans for the self 
employed. The so-called Keogh-Jenkins bill (H. R. 10 and H. R. 11) and similar 
bills pending before this committee are, of course, somewhat related to H. R 
7199 In fact, some of our members have urged exclusion under H. R. 7199, 
expressing the fear that inclusion would jeopardize the passage of H. R. 10 
and H. R. 11 or similar bills. We discarded this argument because we are 
confident that your committee and the Congress will find these bills completely 
compatable. A great many corporate executives are participating in the more 
than 20,000 private employee pension plans which receive special tax treatment 
and these same individuals are covered under the social-security statute. We 
see no reason, therefore, why a self-employed professional should not be allowed 
to supplement his social-security benefits with a pension trust on a par with the 
above-mentioned executive 

Before closing, I would also like to call the committee’s attention to the 
section of the bill dealing with limitations on the earnings of persons receiving 
henefits. I note that the annual amount which can be earned from employment 
without suffering a loss of benefits has been increased and that the method of 
charging earnings to the months within the year has also been changed. For 
the self-employed professional this is an important section of the bill. As the 
committee well realizes, the professional man seldom makes an abrupt change 
from the status of the worker to that of the retired. In most instances he does 
not at 65, close the door to his office and “go into retirement.’ Generally, he 
breaks the ties gradually. Usually, he is capable of rendering much more compe 
tent service in his later years. In fact, his experience is his greatest asset 
It seems, then, that the earnings limitations can be a particular hardship on the 
man who wants to “keep his hand in” to some extent. We recognize that your 
committee must move slowly on many of these matters until we have more 
experience with the system. We ask only that you continue to liberalize this 
feature of the bill whenever such liberalization can be achieved consistent with 
the security of the program as a whole. In this connection, our society would 
like to compliment this committee on the careful attention and consideration it 
has given the views of all interested parties in its exhaustive study of this very 
complex problem, and I would like to personally thank the committee for allow 
ing me to present the views of the National Society of Public Accountants 


Mr. Keys. In summary, I would like to say that the board on a poll 
of the membership submitted to the society’s committee on national 
affairs the authority to present a statement regarding H. R. 7199. 

The committee on national affairs thereupon forwarded to me this 
statement supporting the bill as written. We are supporting in this 
bill as the primary purpose our suggestion that coverage be extended 
to all professional groups. The other suggestions of the committee 
are not specific recommendations for change but- recommendations 
received in the poll of the members for consideration of your com 
mittee as it considers further liberalization of the system. 

The CHarrmMan. Does that complete your statement ¢ 

Mr. Krys. Yes, sir. 
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The CHamrMan. We thank you very much, sir. 
Are there any questions ¢ 
The Chair hears none. 
Again, I thank you for your appearance and the contribution you 
have made to the information of the committee. 

Mr. Keys. I want to thank the committee for the opportunity to 
present the statement. 

Mr. Dunpny. Thank you, sir. 

Mr. M ASON. Does that conclude the afternoon session ? 

The CuatrmMan. I would like to have these statements submitted 
for the record. Without objection the following will be incorporated 
in the record of the hearing this day: 

Statement by Mr. J. A. McCallam, president, American Veterinary 
Medical Association. 

Letter from Mr. John L. Carey, executive director, American In 
stitute of Accountants. 

Letter from Mr. Olin Linn, chairman, Housing Authority of New 
Orleans. 

Statement of Mr. Clair W. Ditchy, president, American Institute 
of Architects. 

(The documents referred to follow :) 


STATEMENT OF THE AMERICAN VETERINARY MEDICAL ASSOCIATION, J. A. MCCALLA™M 
PRESIDENT, RELATIVE LEGISLATION TO EXTEND SOoctral SECURITY COVERAGE 
TO CERPAIN SELF-EMPLOYED PERSONS, INCLUDING VETERINARIANS. PHYSI 
CTANS, AND OTHER PROFESSIONAL GROUPS 


Mr. Chairman and members, in lieu of requesting an opportunity to appear 
before your committee to present the views of our association regarding social 
security legislation, the following statement is presented with the request that 
it be included as a part of the record 

The present veterinary population of the United States has been estimated 
to be 16,000. This number is being increased at an annual rate of approxi 
mately 500 per year, since our present schools of veterinary medicine now gradu 
ate nearly 900 veterinarians each year. The veterinary profession is in a period 
of rapid growth and undergoing some adjustments to meet the increasing de 
mands of agriculture, public health, as well as civil defense and military 
obligations 

The recent (since 1941) increase in numbers of veterinarians follows a 
period of more than 20 vears (1919-41), during which time numbers of veter 
inary graduates were not sufficient to compensate for losses to the profession 
due to deaths and voluntary retirements. 

As a result. the age pattern of our profession is one of substantial numbers 
of men in a higher age bracket, relatively few in the middle-age group, and rela 
tively large numbers of younger men now beginning their professional endeavors 

The median age at which veterinarians are now seeking retirement is diffi 
eult to determine. First of all, the demands for veterinary service do not 
encourage retirement. Veterinarians recognizing their obligation to serve agri 
culture through protecting livestock against animal diseases are reluctant té 
quit practice. Since a majority of veterinarians are located in rural areas, their 
“roots are in the soil” and they prefer to “taper off” but still render valuable 
service on a limited scale, rather than accept complete retirement, as long as 
their health permits 

Increases in numbers of veterinary graduates will in some measure lessen this 
unavoidable pressure against retirement, but unless there is a substantial shift 
away from our American way of life, we can anticipate no change in the retire 
ment habits of veterinarians. 

We feel that our members recognized this basic premise when in responst 
to our inquiry they registered objection to being “blanketed under” social 
security on a compulsory basis 
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It should be pointed out that a number of our members expressed themselves 
as desiring to have an opportunity to participate in social security on a volun 
tury basis: that they did not want to be denied the benefits of old-age and sur 
vivors insurance merely because they were veterinarians 

As an association representing the majority of the veterinary profession in 
the United States, we urge the committee to prepare legislation that will permit 
the voluntary participation of veterinarians in social security 


AMERICAN INSTITUTE OF ACCOUNTANTS 
Vew York, N. ¥.. January 19, 1954 
Hon. DANIEL A. REED 
Chairman, Ways and Means Committee, 
House of Representatives, Washington 25, D.C 


My Drar Mr. Reep: In view of the provisions on extension of social security 
coverage to self-employed professional men in the recent message from President 
Kisenhower, I believe you will be interested in knowing that the Council of the 
American Institute of Accountants resolved at its spring meeting a year ago to 
approve the following recommendation of the executive committee: 

“That if the Federal administration recommended extension of social security 
coverage to many groups not now covered, including self-employed professional 
practitioners, the institute should support extension of social-security coverage 
to all self-employed pructitioners.” 

In the event of hearings on the measure before your committee, I should appre 
ite it if von will have this letter made a part of the record. 
Yours sincerely 
JoHN L. Carey, 
Erecutive Director 


Housing AUTHORITY OF NEW ORLEANS 
Vew Orleans, La... February 1, 1954 
Hon. ALLEN J, ELLENDER, 
United States Senator 
United States Senate, Washington, D. C. 

DEAR SENATOR ELLENDER: The Housing Authority of New Orleans is particu 
larly interested in the bill now pending before Congress providing for the in 
clusion of employees of local housing authorities in the Federal social security 
program It appears that these employees have been denied social security 
benefits on a mere technicality 

We would appreciate your Communicating with Congressman Daniel A. Reed of 
New York, chairman of the House Ways and Means Committee, and Congressman 
Carl T. Curtis of Nebraska, chairman of the subcommittee of Mr. Reed’s commit 
tee, considering social security amendments, and request the House Ways and 
Means Committee to so amend the law that the emplovees of our staff muy apply 
for social security benefits without liquidating our present insured plan, thereby 
losing vested rights 

It would also be our wish that the law be amended so that benefits he made 
retroactive to January 1, 1950 

Your usual cooperation in this respect will be greatly appreciated 

S'ineerely yours 


OLIN LINN, Chairman 


sik W. -Dirciy, Presipenr, THe AMERICAN 
ARCHITECTS 


Architects is the only national organization of the 
architectural profession in the United States. Its 116 chapters and 11 State 
organizitions are located in every State of the Union and in certain United 
States possessions. The organization’s membership of nearly 10,000 registered 
architects comprises the majority of all practicing architects in the country 


The instit It¢ is aualified TO expre S the vi Ws of the profession 


The American Institute of Architects respectfully submits to the Ways and 
Means 


Committee of the House of Representatives the following statement for 
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the record of the committee’s hearings on the proposed social-se 
H. R. 7199. Like many another national organization rep! 
and speaking for a profession, the question of whether 
should be included under an extension of the present 
been of foremost concern. Among architects who are, 
ing, individualists and firm belivers in the democra 
cratic form of government, the question is controvel 

About a year ago, the board of directors of the 
tects deemed it advisable to poll the self-employed 
on the question of possible inclusion under the 
turns of this poll are scattered, but are as conch as is possib 
under present conditions The poll indicate iat the protagonist 
clusion comprise about 60 percent of the membership and the antagonists a 
inclusion about 40 percent. It is the considered opinion of our board of directors 
that the poll may be taken as an indication of the apparent majority sentiment 
in the profession. 

In studying the proposed legislation, it is our belief that it is 
make suggestions. Committees of the institute and the | 
studied the proposed legislation and we note therein 
opinion for those employed by State and local gove 
retirement systems to the effect that if two-thirds or more ut r such a 
are in favor of inclusion then all shall be included fe respectfully inquire 
if such a privilege might not be extended to our membership and that the Ameri 
can institute of Architects be asked to conduct a referendum under the terms 
of the legislation. In fact, it would be interesting to us if such referendums 
were to be held in all of the professions in this country 

In concluding this statement, we cannot help but observe our regret that 
neither the Jenkins-Keogh bills nor the Davis bill wet ni i legislation 
by the Congress, for it is our opinion that had they bee “l tha elf 
employed professionals in this country would have immediately ; them 
selves of the opportunities afforded by those bil nd tl ntroversial question 
of the desirability of including self-employed ofessionals under mandatory 
social security would probably never have been raised 


1 


The CuatrMan. I believe that is all now. 

The committee will stand adjourned until 10 o'clock in the morning. 

(Whereupon, at O°: ou p- m.. the committee wis reces ec, to reconvene 
at 10 a. m., Wednesday, April 4. 195-4. ) 
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WEDNESDAY, APRIL 7, 1954 


Houser or RepreESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D.C. 


The committee met at 10 a. m., pursuant to recess, in the hearing 
room of the Committee on Ways and Means, House Office Building, 
Hon. Daniel A. Reed (chairman of the committee) presiding. 

The CuatrMan. The committee will come to order. 

I see that Hon. Robert -_ Secrest, Member of the House ot 
Representatives, is here. 

We shall be glad to hear from you, Mr. Secrest. 


STATEMENT OF HON. ROBERT T. SECREST, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OHIO 


Mr. SEcREs’T. Mr. Chairman and members of the committee, the 


President has made several recommendations for changes in the 
social-security law. I think they are excellent recommendations and 
I want to discuss the major ones and urge this committee to report 
them to the House for action. 

First, J want to diseuss President Eisenhower's recommendation 
to Congress that farmers be included in the social security retirement 
system. I wanted to know exactly how the farmers of my district 
felt on this issue, so I wrote every farmer asking him to vote yes or 
no on the following question : 

Do you think farmers should be granted social-security retirement on the same 
basis as independent businessmen and workers? 

Each farmer voting signed his name and gave his address so there 
could be no duplication. 

And in this book are the names of over 3,300 of my farmers who 
voted, with their addresses. 

From the day the first social security bill passed Congress until 
now, I have done everything in my power to improve the law, to 
soundly extend its coverage, as well as its benefits, and to make sure 
that nothing would be done that would impair the trust fund. 

I want to make certain that the system is sound and that there 
will be adequate funds to retire all who are entitled to it—not only 
10 years from now, but 50 or 100 years from now. 

The inclusion of farmers will add a great force on the side of 
independent businessmen and workers who have already a vital stake 
in the protection of the social security trust fund. Give these three 
great groups—farmers, workers, and businessmen—a common interest 
in the Jaw and you will set up the greatest possible guaranty that no 
future Congress will ever dare to dissipate the fund upon which the 
future plans of so many people have been made. 

You propose in this bill to allow State employees to come into 
the system if two-thirds of them vote to do so. Why not allow 
farmers to vote by counties, congressional districts, or States in the 
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same manner? Make it by a majerity vote or a three-fourths vote. 

My only concern is that those farmers who want to be included 
the system may get in. Iam not so much concerned with the details 
as I am the result. 

The farmer works long hours. He feeds the Nation. He must 
pay social-security tax on his regular hired help. A farmer may be 
well-to-do at 50. At 65 he may be destitute. Low prices, drought, 
depression, fire, sickness, disease of livestock, flood, unwise invest 
ments may, and often do, take every cent of his life’s savings. 

His hired hand retires. His neighbor who worked in a factory 
retires. Teachers retire, State employees retire, railroad workers 
retire, Government workers retire; yes, even Congressmen retire. 

The farmer alone must struggle and toil to the end of his days. I 
cannot believe that there is anyone who would deny the farmer the 
same security, when on the same basis he pays for it, that is enjoyed 
by nearly every other person in our country. 

I am on solid ground when I plead for equality on behalf of the 
farmers of my district and this Nation. At least, we should offer them 
some way to come into the social security system. 

If farmers come in to the social security program the base will be 
broadened, the trust fund increased, and the whole program strength 
ened. Social security funds are invested in Government bonds. Over 
S18 billion were invested last year, and the trust fund was increased 
by over $400 million in interest it collected on these bonds. 

Payments by farmers with the resulting gain in interest earnings 

ould benefit both farmer and worker. Inclusion of farmers in the 
law would not deplete the present trust fund, but would rapidly add 
to it. 

The National Grange, with 92 local granges in my district, has 
endorsed social security for farmers and will urge that this committee 
follow the recommendation of the President. 

The Farmers Union also favors bringing farmers under the retire 
ment provisions of the law. 

During the debate in the House in 1950 when we were amending 
the social security law, I asked why farmers were not included. 
1 was told by the gentleman from Tennessee, who was handling the 
hill, that farm organizations had not requested it. 

Today two of the largest farm organizations in the country, the 
National Grange and the Farmers Union, are requesting it. So far 
as I know, no organization of farmers is opposing it. 

The farmers of my district are sincere, responsible, loval Ameri 
cans. Over 90 percent of them own their farms. In the finest sense 
I know they represent a sound cross-section of the farmers of our 
Nation. 

If farmers are covered by social security, I assume they would pay 
once each year when they pay income tax just as independent business- 
men do now. 

I think my poll is the most complete taken in any: part of the coun- 
try and certainly the larger number of replies is phenomenal. Each 
farmer was given a chance to express an opinion. About one-fourth 
of my farmers have voted and each mail brings additional votes. To 
date I have received 3.266 replies and 2,933, or more - an 89 percent, 
voted to come under the social security program ; 333, or less than 11 
percent voted no. This is about 9 to 1. 
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I urge this committee to seriously consider the recommendations 
of the President as it relates to more than 6 million of the Nation’s 
farmers. 

Since 1937 over 90 million other people have worked in jobs covered 
by the act. Why deny our farmers ¢ 

There are seven counties in my district. In the following pages of 
this statement. before I discuss other recommendations, | am giving 
a tabulation of the vote in each county and on the rural routes out of 
each town or city in the county. 

That tabulation I shall not read, but the names of every single perso 
on the rural route from every one of these towns listed. and they ! 
clude every town in my district with a rural route on it, is included 
in this tabulation. 

Mr. Foranp. Do you want that included in the record as part of 
your remarks ¢ 

Mr. Secrest. Yes. 

Mr. Foranp. I ask unanimous consent that they be pla: 
record. 

The CrHarrman. Without objection it is so ordered 

(The material referred to is as follows:) 
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Mr. Secrest. Now, in addition to coverage for farmers I wish to 
urge the committee to approve the provisions in the bill to increase 
retirement benefits for those who have retired and those who will 
retire after the bill becomes law. The increase of the minimum pay 
ment from $25 to $30 is a step in the right direction. The President 
has said these increases can be made with no danger to the solvency of 
the retirement fund. 

Another prov ision I wish to te is the one that eliminates the 
worst 4 years in a worker’s record in figuring his average earnings 
upon which the amount of his tote is determined. Many men reach 
the age of 60 and cannot find work. Each year they wait for retire 
ment sees the amount of the retirement they will get vo dow nand down. 

Elimination of 4 years of unemployment due to sickness, age, or 
depression, will result in a higher retirement rate for many workers 
and others. It is a just amendment to the existing law. 

Another fine provision of this bill is the preservation of insurance 
rights of disabled persons. It is similar to the waiver of insurance 
premiums during total disability, now a part of many life-insurance 
policies. 

The period a worker or other person covered by the act is disabled 
will not be counted in figuring the amount of his retirement or the 
amount to be paid his wife or family if he dies. 

This freeze of benefits during a period of long disability is one of 
the finest amendments to the act that has ever been proposed. In every 
case it will mean much greater retirement benefits for the disabled 
and his de ‘pende nts. 

The social-security system is the greatest insurance we have against 
a terrible depression. We could lower the retirement age to 60, as 
eventually we must and should, and, in 1 day open millions of jobs 
for the young unemployed. If older farmers could retire, we would 
not have the great farm surpluses we have today, and toward which 
they contribute because they cannot afford to quit. 

I have long fought for a national system of retirement that would 
include all our citizens. The efforts many of us have made along this 
line through the vears have, in my opinion, resulted in many of the 
excellent improve ments that have been made to the Social Security 
Act. 

Mr. Chairman, I have discussed only the major changes proposed to 
the present law. I think they will make the Social Security Act far 
better and much stronger. That is why I urge this committee to report 
this bill, and I hope Congress will enact it into law. 

The CHatmrMan. Does that conclude your statement, Congressman ? 

Mr. Secrest. Yes, sil 

The Cuatrman. We certainly thank you for appearing here and 
presenting a fine paper. 

Are there any questions? 

Mr. Kean will inquire. 

Mr. Kean. I should like to call to the attention of the gentleman 
that his suggestion of lowering the retirement age to 60 would cost 
pretty nearly 2 percent of the payroll. That would mean that we 
would have to increase the tax on both employers and employees by 
a good 50 percent. 
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Mr. Secrest. I was discussing a proposal that, in my opinion in a 
depression, would be one answer. It could be lowe red to 64, 63, 62, 
and naturally if it would make a drain on the trust fund that woul = 
require additional funds. I would be for those additional funds, | 
cause the primary objective all of us must keep in mind is that trust 
fund when people are retiring 50 years from now. 

Mr. Kean. In everything we do we have to try to preserve as fat 
as possible the soundness of the system and, therefore, if we would 
carry out anything like that it would mean a very substantial increas 
in the tax and. of course. even though we increase the tax in the 
future, in the past we did not take care of it, so it would be a difficult 
thing to do. 

Mr. Secrest. I think if we had a depression that would be one of 
the first things Congress would do, and I assume they would take 
other steps necessary to maintain the soundness of the trust fund. 

I would be cert: Linly the last to advocate anything else. 

The Cuairman. There is one point that bothers me at times in 
regard to the question of lowering the age limit. That is that sound 
economics naturally rest upon production very largely and between 
60 and 70 there are a large number of men who really are sien t at 
the peak of their ability to produce. 

Men nowadays live to quite a substantial age and are able to produce 
so that you don’t want to encourage too much their retirement. 

Mr. Secrest. I merely suggested it as a possible remedy and I think 
a probable one, if we had a very serious a pression. I think that would 
be one of the first things that Congress would attempt to do. 

I know that in my own district, and I think every man here that has 
any farmers in his district realizes that there are farmers today way 
up in their seventies who are out trying to milk 6 or 8 cows and piling 
up surplus butter and surplus production, who would be anxious and 
tickled to death to quit. if the sv could get under the social! security 
retirement system. I think they should be a part of it. 

The Cuamman. I know Members of C ongress here who have built 
up a fine herd of cattle, tested herds, and have been forced to sel] 
because the Vv could not find anybody to take over. We have all those 
problems to deal with. 

I am in accord with your proposal except that one of retirement 
at age 60. 

Mr. Coorrer. Mr. Chairman, I am sure we all appreciate the appear 
ance of Mr. Secrest, one of our most valuable Members of the House. 
We are very grateful to him for the helpful suggestions he has given 
the committee. 

The Cuatrman. Are there any other questions? 

Mr. Eberharter will inquire. 

Mr. Evernarrer. I want to echo the sentiments of Mr. Cooper. In 
addition to that, I want to ask Mr. Secrest a question. 

We have had this question of bringing in the farm operators under 
social security up before us several times. It was my impression on 
prev ious occasions, 5 or 6 vears ago, 3 or 4 years ago even, that most 
of the farmers were reluctant to be brought into the system. 

My question is this: Do you think there has been any change, Mr. 
Secrest, in the sentiment, or marked change in the sentiment of the 
farmers with respect to that matter of being brought in in 3 or 4 
vears ¢ 
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Mr. Secrest. I think there has been a very definite change in the 
sentiment of farmers. I have many farmers in my district that hire 
regular help. They are paying social security on the farmhand and 
they see the day coming when he will retire and they have nothing. 

I would say that of the votes th: - come back on this question, at 
least 1 out of 4 had a letter with it. One man sent me a sales slip 
where he had cdi eight head of cattle to a sale barn in Zanesville. 
| looked it over very carefully. He sold 1 steer that weighed T54 
por inds for $: iy 

Two vears ago the same steer would have brought over $200 

So I think that farm prices might have had something to do with 
the change of sentiment along with the fact that they see their hired 
hand building up a retirement and they are helping to pay for it 
and they themselves, when they reach 65 will have no opportunity to 
retire unless the Congress olives it to them. 

I think there is a definite change of sentiment. I know that in my 
district they have voted 9 to 1, and I represent a conservative group 
of farmers, I would say, that they represent a pretty good cross section 
of the United States. 

Mr. Esertiarrer. Then you would say, Mr. Secrest, that the same 
poll to the same farmers 7 or 8 years ago would have had a different 
result ? 

Mr. Secrest. Quite likely. I am certain it would not have been as 
overwhelmingly in favor of social security as it is today. 

The Farm Bureau took a poll in my county, 15 councils, and the 
vote was 12 in favor, none against, and 3 wanted more information 
on the subject. of these councils representing the outlying sections of 
the county. 

Every county in my district, seven of them in the Farm Bureau 
poll, all voted for social security by a very substantial majority, and 
that poll was taken in June of 1953. 

I think even today there is a far greater interest in the question 
and it is my firm conviction that if every farmer in the country were 
asked specifically if he wanted under this, that they would vote by 
the same majority that my district voted. 

I have the only district in Ohio that Herbert Hoover carried in 
1932. Willkie carried it by 16,000 in 1940. Mr. Eisenhower, 25,000 
in 1952, and I do not think my farmers would jump and embrace any 
proposal unless they thought it over about as carefully as it could 
be done. 

Mr. Esnernarrer. Thank you very much, Mr. Secrest. 

The CHatrMan. Are there any other questions ? 

Mr. Sadlak ? 

Mr. Sapiak. Just so IT can understand, Mr. Secrest, you have made 
avery fine plea, but Tam not clear on this poll that you had taken, 

Do | i rstand correc tly that the poll y was confined to this sin gle 
question which you have on ‘the last ale of this farm bulletin ? 

Mr. Secrest. That was the only question I asked the farmers, and 
it was on the back of my farm bulletin list. 

Mr. Sapiak. So that your poll was confined to this question, “Do 
vou think farmers should be granted social-security retirement on the 
same basis as individual businessmen and workers?” and the answer, 
ves or no? 
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Mr. Secrest. Right. 

Mr. Sapiax. There was no other question / 

Mr. Secrest. That was the only question IT asked, and it went only to 
farmers, and not one farmer in my district missed an opportunity to 
vote and over 25 percent of them have already voted, which is phenom 
enal because 10 percent return on any poll or any list of farm bulletins, 
is considered high. 

I think all of you have had enough experience to vouch for that 
fact. 

Mr. Sapitak. You had no Spec ific question al whether the farmers 
favored or opposed this bill we are having | is today, H. R. 
7199% 


Mr. Secrest. I did not give them the expressed terms in the bill. I 


made several suggestions there. Personally, if you put all farmers 


under it, [ am for it. If vou provide, as you have done for State 
employees, that by counties in the State, by cé sssional districts, 
or by States, if they vote to come under thes Wi e under, ] am for 
that. 

it is feasible because farmers vote on quotas and e} erything else. 

I daresay if you give them the opportunity by a two-thirds vote to 


| 


come under this system DY congressional districts, by counties in the 
country, or by States, that within 1 vear after if passes there will not 
be a single county in the United States whose farmers are not under 
the social security system. 

I am positive in my own mind that they want the same protection 
this Congress has oiven to practically every other person n the 
country. 

Mr. Sapiak. Mr. Secrest, | have one concluding question. 

Though they have voted overwhelmingly in your poll to come in, 
vou still would desire that they have the « pportunity to vote as to 
whether they wanted to come in under the social-seeurity program o1 
not, and not be blanketed in? 

Mr. Secrest. Personally, I would vote for blan 
cause a id | 
would be for giving them the right to vote to come in. 

I merely made that suggestion because I thought the committee 
might not want to go as f 


9-to-1 vote is considered quite unanimous 


far as to blanket them in, and if they did not. 
I wanted some other alternative. I wanted the chance to get them in. 

I think it is to the best interest of the farmer and the people, and 
the workers already under the system. I think the system is in 
jeopardy as long as you have a great group of people outside it like 
that. 

Mr. Byrnes. I gather what vou want is everyone covered irrespe: 
tive of how vou do it. 

Mr. Secrest. Right. 

The CuatrmMan. Are there any other questions ? 

If not, we thank you very much, Mr. Secrest, for a very fine state- 
ment. 

Mr. Secrest. Thank you, Mr. Chairman, and members of the com 
mittee. 

The Cuamman. The next witness is Hon. Carl Elliott, Represent 
ative in Congress. 

We are very glad to see you here from the great State of Alabama. 
You may sit down and proceed. 





SOCIAL SECURITY ACT AMENDMENTS OF 1954 


STATEMENT OF HON. CARL ELLIOTT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALABAMA 


Mr. Exuiorr. Mr. Chairman, I appreciate this opportunity to ap 
pear here this morning. 

| happen to be one of those who feels that our social security system 
should be extended, in general, to all the | eople of America. 

I realize that heretofore it has been necessar vy to build up a backlog 
of experience in the field of social security, and perh: aps it has been nee 
essary that we post pone coverage of certain groups. 

However, I think our experience has now been sufficient to warrant 
the Congress to go ahead and extend coverage to pract ically all those 


not now covered. 
] urge you specifically to extend coverage To the ministers of 
America. Lam referring to the people whom the Reed bill, H. R. 7199, 


characterizes or defines as— 

Duly ordained, commissioned, or licensed ministers of a church 
a member of a religious order 

It is my intention to urge coverage of ministers or clergymen of all 
churches. 

I recognize that we must be careful that we take no action that 
would transgress upon the time-honored principle ot separation ot 
church and state. I do not want that done. 

Hlowever, I am firm in my belief that from these hearings this com 
mittee can develop proper legislative language for coverage of ow 
ministers that will not do violence to the principle of separation of 
church and state. 

For my own contribution to your labors in that field, [ would like to 
suggest that ministers be allowed to treat income from services per 
formed in the exercise of their ministry in the same manner that in 
come is now treated by self employed persons who are covered by the 
act. 

In other words, I believe that ministers of religion should be permit 
ted to choose to receive old-age and survivors insurance, if they so de 
sire. 

ba by this bill, we levied a tax upon the churches themselves, I think 
we might do violence to the principle that we are trying to preserve, 
but as long as we leave coverage up to the voluntary election of the 
minister himself, and as long as he is treated in the same manner as a 
self-employed person is treated under the Social Security Act, and as 
long as he pays his own taxes for coverage, | can see no harm done. 

I have been a supporter of this principle of voluntary coverage of 
ministers for a long time, and am the author of a bill, H. R. 2249, to 
provide that ministers may elect to receive old-age and survivors in- 
surance coverage by treating service performed in the exercise of their 
ministry as self-employment. 

Since introducing this bill, IT have had a wide correspondence with 
ministers all over the country, practically all of whom have said that 
they desired coverage. 

A West Virginia minister wrote me as follows: 

If inclusion of clergymen under social security would break down the separa 


tion between church and state, then that separation has already been broken 
down in the inclusion under social security of laymen who are as much a part 
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of the church as is the clergyman Deacons and elders and trustees are as 
much the church as the clergy and they have been under social security for 
several years with no threat to the independence of the church. * * * 

Another minister, this one from the State of Alabama, has written 
me: 

I have long felt that the discrimination of the present law against ministers 
was a greater evil than any possible confiict with the principle of separation 
of church and state 


A preacher from Illinois says: 


There are thousands of ministers like myself who only get $55 a week, or less, 
who find it impossible to provide for old age As I see it. not to give 
ministers an opportunity to have social-security coverage is unfair. * * * 


Another minister wrote: 


Although most ministers are upborne by faith in God, this faith too often is 
inadequate for rent, food, clothing, and medical expenses 


Another minister quotes from the Book of Daniel, which says: 


The teachers shall shine as the brightness of the firmament: and they that turn 
many to righteousness as the stars, for ever and ever 

But he suggests that the star of the teacher in retirement might glow 
more brightly if the teacher could he sure that he would have food, 
clothing, and shelter. 

Another minister met this question on separation of church and state 
head on when he wrote: 

Just what does that phrase mean? Clergymen are citizens of this land 
They pay taxes and support the Government just as others do. In return they 
get the benefits others get—protection, education, and everything else the Gov 
ernment provides. Why should not clergymen get the benefits of social security 
on an individual basis if they are willing to pay the usual rates? Most clergy 
men need social security in their old age as badly as any group of workers, 
because their salaries are so low. 

Mr. Chairman, I have had discussions with hundreds of ministers, 
in my own State of Alabama, and it is my best judgment that at. least 
10 to 1 of those with whom I have talked favor social-security coverage. 

Of course, some churches have some sort of retirement benefits for 
their ministers, and though these benefits generally are very small, all 
ministers feel that their present retirement systems should not be 
destroyed or even crippled by the action you take here. 

I certainly would not want to see any violence done to existing 
retirement systems. 

I hope this committee will recommend inclusion of ministers in 
the social-security system. 

I realize that there is a very definite limitation upon the time I have 
to speak here, but I do want to make a few additional recommenda 
tions before I close. 

In the first place, I urge with all the strength and force at my 
command that you bring farm owners and all farm laborers under 
coverage of the Social Security Act. In my judgment there is no 
longer any excuse to deny or prohibit the benefits of social security 
to the farmers of America. 

I realize that there is some opposition to the extension of social 
security to farm owners, but I say to vou, Mr. Chairman, that regard 
less of how high-sounding such opposition may appear to be, the great 
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majority of the farmers that I have had contact with desire to be 
covered by social security. 

This is a matter in which I have been interested for several years. 
and is one about which I have made hundreds of speeches in the 
Seventh Congressional District over the period of the past 6 years. 
The district I re present has the largest number of individual farmers 
of any district in the Southeast. Those farmers want to be covered 
by social security and they believe that we of the Congress are smart 
enough to prov ide a reasonable formula that will give them coverage 
and there by remove the want, the misery, and the privation that so 
often attends their old age. 

I implore this committee to provide coverage for farmers and farm 
workers in this bill. 

Lastly. I want to urge that you make the benefits of the social 
security S\ stem available to the school teachers ot Ameriea, without 
uprooting their established retirement systems. 

re again for the teachers of the congressional district which 
I have the privilege to re present, I believe I can safely Say that more 
than 90 percent of them desire covers we, 

Th: nk vou for giving me this privilege. 

The Cuairman. We thank you very much, Mr. Elliott, for your 
appearance here and the information you have given this committee. 

Are there any questions / 

The Chair hears none. 

We thank you very much, sir. 

Mr. Exuiorr. Thank vou, Mr. Chairman. 

The Cuairman. The next witness is Hon, Lester Johnson, a Repr 
sentative in Congress. 

We are very glad to have you here, Congressman. 


STATEMENT OF HON. LESTER JOHNSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WISCONSIN 


Mr. Jounson. Mr. Chairman and members of the House Ways and 
Means Committee, as a new Member of Congress [ am very honored 
to be allowed to appear here before this committee. I realize that in 
(the short time I have served on committees that committees get pretty 
tired of hearing long statements. T have tried to make mine as short 
as I ean. 

After I was elected and prior to commg to Washington to be sworn 
in. F made a tour of the Ninth Congressional District of Wisconsin. 

Many members of the clergy approached me at that time to express 
their interest in being included in social-see urity coverage when 
amendments to the act would be voted upon by Congress. 

Since I wanted to determine the wishes of all members of the e ‘lergy 
in my district on this very important matter, I made a survey of the 
clergy one of the first orders of business when I assumed office. The 
results of this poll are respectfully submitted and T would like to have 
this survey incorporated in the record of the hearings. 

The CHairmMan. Without objection, it is so ordered. 

(The material referred to follows :) 
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SOCIAL-SECURITY POLL OF CLERGY IN NINTH DISTRICT OF WISCONSIN 


Question: Do you as a clergyman, wish to be included under the Social Security 
Act? 
Total number of clergy in the district 
Total number of questionnaires sent out 
Total number of questionnaires returned 
Total number in favor of social-security coverage for clergy 
Total number against coverage 
Total number that did not reply 


BY DENOMINATIONS 


Assembly of God Church: 
Total number of ministers__- 
Number for coverage_______- 
Number against coverage 
Number not replying_~- 
Baptist Church: 
Total number of ministers 
Number for coverage 
Number against coverage 
Number not replying__---~~- 
Catholic Church: 
Total number of priests 
Number for coverage " 
Number against coverage__ 
Number not replying------ 
Congregational Church: 
Total number of ministers 
Number for coverage 
Number against coverage 
Number not replying 
Episcopal Church : 
Total number of ministers 
Number for coverage 
Number against coverage 
Number not replying__- 
Lutheran Church: 
Total number of ministers__ 
Number for coverage__ 
Number against coverage 
Number not replying__- 
Methodist Church: 
Total number of ministers_ 
Number for coverage_-_ al 
Number against coverage- *2 plus 2 
Number not replying___-_- : ; sacaaen - 10 
Presbyterian Church: 
Total number of ministers 
Number for coverage_____ 
Number against coverage__ 
Number not replying___--___- 


1 Seeond number represents those who were undecided 


Mr. Jounson. As you will note, we received an almost 50-percent 
return on the questionnaire and a slightly better than 5 to 1 in favor 
of including clergymen in coverage under the Social Seeur ity Act. 

Our first thought was to ask those voting to state their pre “anda 
as to the basis on which they would be included—self-employed « 
otherwise. However, after checking with the House W: ays and Means 
Committee studying the problem, it was decided to ask the clergy to 
vote only on inclusion. ; 
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In the comments requested at the bottom of the questionnaire, | 
of those voting “ves” expressed the hope that they could be covered 
as self-employed, and 13 expressed the wish that coverage be voluntary 
for members of the clergy. The six undecided gave as their reasons 
for voting such that inclusion would not affect them personally be 

cause they were covered by adequate pension systems provided | 
their church group, but they would be in favor of coverage for mem 
bers of the clergy who were not in the fortunate position of having 
their own church group provide for their retirement. 

Because of this overwhelming response by members of the clergy 
from the Ninth District of Wisconsin, I am appearing here today 
to urge that clergymen be included in the provisions of the Socia 
Security Act and submit here the results of my poll. 

I might say to the members of committee that in this letter I wrote 
to the clergy I in no way tried to urge them to vote one way or th« 
other. 

As a result of talking with the clerks here of the House Ways and 
Means Committee, the ballot was very simple. It just said social 
security poll of clergymen in the Ninth District : 

Do you, as a clergyman, wish to be included under the Social Security Act, 
and answer “‘yes” or “no.” 

There was a place for them to give their name and address, the 
denomination of the church they belonged to, and comments, if any. 

There were a large number of comments made which were very 
much to the tone that they thought the Congress should take care of 
the clergy and they were very much interested. 


If you will notice, we sent it to every member of the clergy, and 
I have them divided on the results of my poll by denominations. _ 
were 288 members in the Ninth District that are clergymen. Out of 
the 288, 142 replied; 114 were in favor of social security, 22 were 


against, and 146 did not reply 

I have been told by ol ler Members of Congress that if you get 
10-percent response to a questionnaire it is a very good average. W: 
received pretty nearly 50 pe reent. 

I have it broken down by denominations. You can note that all 
denominations were in favor. Some were larger than others. 

The Methodist Church seemed to be among the largest in favor 
and the Lutheran Church gave pretty nearly 50 percent response for it. 

I believe that is all, unless you have questions. 

Mr. Cooper. Mr. Chairman, I am sure we all appreciate the appear- 
ance of Mr. Johnson, a most valuable Member of the House, and a1 
gr = ~ for the valuable information he has given the committee. 

JENKINS. Are there any further questions ? 

Tf not, Mr. Johnson, we are very happy to have your testimony. 

Mr. Jounson. Thank you very much. 

Mr. Jenxins. The next witness is Hon. Gracie Pfost, of Idaho. 


STATEMENT OF HON. GRACIE PFOST, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF IDAHO 


Mrs. Prost. Mr. Chairman, my name is Gracie Pfost and I am a 
Member of Congress from Idaho. I have asked for some of the valu- 
able time of this committee in order to report the results of a social- 
security poll I conducted among Idaho clergymen. 
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I sent ballots to all clergymen in the State whose names and addresses 
I was able to secure. I reached one or more representatives of the 
following denominations: American Lutheran, Assemblies of God, 

saptist, Catholic, Christian, Churches of the Brethren, Church of 

the Nazarene, Disciples of Christ, Episcopal, Evangelical Lutheran, 
Friends, Presbyterian, Salvation Army and Seventh-Day Adventists. 
The question on the ballot read: 

Do you, as a clergyman, wish to be included under the Social Security Act? 

I received a total of 166 replies. Out of this number, 96 clergymen 
voted an unconditional “Yes” and 37 voted “No”. In addition, there 
were 10 who voted “Yes” condi tionally, 15 who said their church 
already provided an adequate pension system, but most of whom 
indicated they would not be opposed to the inclusion of other clergy 
men under the social-secur ity System, and 8 who did not wish to commit 
themselves. 

Out of the 10 who voted “Yes” conditionally, 8 said they would favor 
social security for clergymen if it were on a voluntary basis. 

Of the 37 who voted “No,” 19—or more than half-—-were opposed 
to social security for clergy men on the grounds of separation of church 
and State. 

Typical of the comments of those in favor of social security for the 
ministry are the following: 

“The clergymen are certainly worthy of the same recognition as other Ameri- 
can citizens.” 

“We're at the bottom of the ladder financially, and have little opportunity for 
any type of savings.” 

“Too bad it wasn’t enacted long ago, as many of our Nation’s superannuated 
ministers have practically nothing to live on in their retirement.” 


Indicative of the opposition are these observations: 


“T resent any tampering in religious affairs by Government, regardless of the 
nature of that tampering,” 

“It is the church’s responsibility, and not that of the State.” 

“It might lead to curbing of speech, expressed or implied, because of ‘favor 
rendered’. ‘ 

‘God knows we have too many already who are counting on the State for 
security and America wasn’t built on that * * nor was Christianity, for that 
matter.” 

A number of the clergymen indicated their parent church was wait- 
ing to see what action Congress was going to take in regard to social 
security for the clergy before inaugurating or expanding pension 
systems of their own. Still others were concerned as to whether sy 
tems already in operation, to which they had made substantial contri 
butions, might be jeopardized. Many of the older clergymen near 
retirement feared that the system would not be put into operation in 
time to give them any real security. 

I sincerely hope, gentlemen, this information will be useful to you 
in drafting a social-security bill for consideration on the floor. I ask 
you to give the results of the poll and the comments your thoughtful 
attention. Thank you for your courtesy to me. 

Mr. Jenkins. We thank you, Mrs. Pfost. 

The next witness on the list is Dr. M. Forest Ashbrook. Is Dr. 
Ashbrook here? 

Will you give the name of your associate to the clerk ? 
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STATEMENT OF DR. M. FOREST ASHBROOK, REPRESENTATIVE, 
NATIONAL COUNCIL OF CHURCHES OF CHRIST IN THE UNITED 
STATES OF AMERICA, ACCOMPANIED BY EARL F. ADAMS 


Dr. Asuproox. Dr. Earl F. Adams of the National Council of 
Churches is here with me. 

Mr. Chairman and members of the committee, my name is M. 
Forest Ashbrook, and I am here as a representative of the National 
Council of the Churches of Christ in the United States of America. 

I have been asked to express certain attitudes held by the National 
Council of Churches and its constituent church bodies regarding the 
proposals set forth in H. R. 7199 and certain other bills concerning the 
possible extension of the Federal old-age and survivors’ insurance 
program of social security to include ordained ministers. 

The National Council of Churches is composed of 380 major Prot- 
estant and Eastern Orthodox communions in the United States. The 
total membership of these constituent bodies is approximately 36- 
million communicant members. The list of the member churches of 
the National Council of Churches is appended to this report. 

As the first section of this statement, I would like to read portions 
of an official report submitted to the general board of the National 
Council of Churches at its meeting on January 20, 1954, by the divi- 
sion of Christian life and work of the National Council. That report 
reads in part as follows: 


The whole matter of the possible inclusion of ministers in Federal social 
security has been a matter of study and discussion by various church bodies for 
a number of years. At the time the lay employees of the churches were included 
in social security, there was a general feeling in many church groups that 
ordained ministers should not be included. This attitude seems to have changed 
considerably in recent months, as various proposals have been brought forth pro 
viding for some basis of participation which would be voluntary both on the part 
ot the minister and the church or church organization served. 

After some of the member churches of the National Council had requested 
that this matter be given careful consideration on a cooperative basis, the fol 
lowing action was taken by the general board of the National Council of Churches, 
at its meeting held on March 21, 1952: 

“* * * Tt was voted * * * to request the denominations to study the matter 
and to express to the National Council at the earliest possible time their consid 
ered judgment.” 

Pursuant to the foregoing request of the National Council of Churches that a 
study be made by individual communions, numerous actions by member churches, 
as well as actions by church bodies not constituent to the National Council, 
were compiled by the staff of the council. At its meeting held on May 19, 1953, 
in Chicago, Ill., the general board of the National Council recognized that the 
replies received as of that date from the member churches seemed to indicate a 
definite trend in favor of some form of permissive legislation for the inclusion 
of ministers in social security and adopted the following statement : 

“That the general board declares its opinion that permissive provision for the 
voluntary participation of clergymen in the old-age and survivors’ insurance 
plan of Federal social security is advisable and authorizes its officers and staff 
to make appropriate representations to Congress in support of measures to 
achieve it, with provision for appropriate recognition of and use of existing 
pension plans without impairment.” 

Since the aforementioned action of the general board in May 1953, the staff of 
the council has engaged in various informal conferences with representatives of 
various church bodies, including Catholic and Jewish groups, as well as Prot- 
estant groups both within and without the constituency of the national council, 
with certain members of the United States Congress, with staff representatives 
of the Department of Health, Education, and Welfare, with the officers of Fed- 
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eral old-age and survivors’ insurance, with the church pension conference, and 
representatives of other groups interested in the extension of social-security 
coverage. 

During the first session of the 88d Congress, over 100 bills were introduced 
dealing with the matter of extending social security About 25 of these bills 
had some bearing on the matter of ministerial participation and about 8 of them 
dealt solely with the matter of the inclusion of ministers in social security 

On August 3, 1955, a bill (H. R. 6812) was introduced by Congressman Reed 
of New York, who is chairman of the Committee on Ways and Means. This bill 
was designed to embody most of the recommendations submitted to the Seeretary 
of Health, Education, and Welfare by a special group of consultants who had 
been requested to make a comprehensive study of the whole matter of extending 
old-age and survivors’ insurance to additional groups of current workers. These 
consultants had recommended the inclusion of ordained ministers on a basis 
similar to the plan which now prevails with regard to lay workers in religious 
organizations. 

On January 14, 1954, President Eisenhower submitted to the Congress his 
own special message recommending the extension of social-security coverage. On 
the same day, Congressman Reed of New York introduced a new bill (H. R 
7199) which was designed to include the basic recommendations of the Presi 
dent’s message regarding increased coverage. With regard to the inelusion of 
ministers, the recommendations of H. R. 7199 are identical with those previously 
submitted in July by Congressman Reed in H. R. 6812. 

At a meeting of the executive board of the division of christian life and work 
of the national council held on Tuesday, January 19, 1954, this whole matter 
was discussed in the light of the present situation and the action of the general 
board of the national council at its meeting in May 1953. 

After consideration of the entire problem, including attitudes expressed not 
only by the council and its member churches, but by other groups meluding the 
church pensions conference, the following action was taken by the executive 
board of the division of christian life and work: 

“Voted to request the staff of the division, or appropriate persons chosen by 
the chairman of the division, to submit to the House Ways and Means Committee, 
either through written documents or personal appearance at hearings, a general 
statement setting forth the opinion expressed by the general board of the Na- 
tional Council of Churches, together with such statements of individual church 
bodies as may have reported to the division pertaining to this matter.” 

It was further 

“Voted that the staff of the division notify the constituent church bodies of 
the national council concerning the plan to present such a statement to the 
Ways and Means Committee in order that any church bodies not in accord with 
the general opinion expressed by the general board might have the opportunity 
to record their dissent.” 

It is obvious that the foregoing action does not commit the National Council 
of Churches to any special details of the various plans proposed for the inclusion 
of ministers, but simply expresses the judgment that permissive provision for the 
voluntary participation of clergymen in the old-age and survivors insurance 
plan of Federal social security is advisable, provided such participation recog- 
nizes and does not impair the existing pension plans of the churches. 

I have chosen to read the saeene statement = the official 
minutes of the general board of the National Council of Churches 
in order to report to the Ways and Means iaaiian the official 
actions taken to date by the National Council of Churches. While the 
balance of this present statement is not an official council document it 
has been written after conference with numerous representatives of 
constituent bodies in an effort to sharpen up some of the problems in- 
volved and analyze the slightly different points of view expressed by 
constituent bodies with regard to exact methods which might best be 
adopted for the inclusion of ministers in social security. 

First I should like to emphasize that, while one cannot say there is 
a completely unanimous opinion throughout the constituency of the 
National Council of Churches, it is obvious that an overwhelming 
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majority of our constituents favor the inclusion of ministers in social 
security provided it can be done on a voluntary basis. 

It is equally obvious that any compulsory plan would probably meet 
with considerable resistance, although it should be stated that 1 or 2 
denominations probably would not be so strongly opposed to a com- 
pulsory plan if it was on a basis of self- employment and dealt only 
with the minister as an individual and not with the church organiza- 
tion as such. It is safe to say that any compulsory legislation des ling 
with church bodies as such would meet with resistance on the part of 
most of the churches constituent to the national council. On the other 
hand, it would probably be fair to state that if a plan is made avail- 
able on a permissive or voluntary basis the participation would prob- 
ably be very extensive. 

Under almost any specific plan which might be authorized there 
would doubtless be some problems for certain ecclesiastical groups. 
These problems arise in part from the differences in church policy 
and ecclesiastical organization. 

For instance, the terms “employer” and “employee” are not normal 
in ecclesiastical circles. In fact, in some church bodies it is almost 
imnossible to use such terminology without special interpretation or 
definition of terms. An illustration of this is to be found in the 
Methodist Church. In this particular communion the bishop ap- 
points the minister to have charge of a local parish. The financial 
support comes from the local parish but it is not on a contractual basis. 
In the matter of present pension provisions neither the bishop nor 
the local congregation carries any direct responsibility to an indi- 
vidual minister; rather, it is the conference of which the individual 
minister is a member which maintains a pension arrangement through 
conference dues. However, the conference does not appoint the min- 
ister in the first place or maintain his regular salary. 

It is obvious that in a situation of this kind it is almost impossible 
to speak in terms of an “employer” and “employee” relationship with- 
out some rather specific definition of the terms. Similar illustrations 
could be drawn from other denominations. 

Another problem which disturbs a number of religious bodies with 
respect to the provisions set forth in H. R. 7199 is the fact that, while 
there is voluntarism at the outset, there is no protection for the con- 
science of an individual minister who subsequently moves from one 
church or organization to another. This problem was recognized by 
the group of consultants appointed by the Department of Health, 
Education, and Welfare as set forth in their report on pages 16 and 
17 in the following words: 

The other view is that if any class of individual is to he allowed to elect 
to stay outside of old-age and survivors insurance coverage this freedom to 
choose should be extended to ministers and its effectiveness should not be affected 
by transfer from one congregation to another. Resistance to coverage on the 
part of some ministers is considered by them to be a matter of principle. To 
meet this latter view it has heen proposed that if a minister elected to be 
covered, he would be covered whenever he worked for an organization that had 
also elected coverage. A minister who had not elected coverage would not 
be covered, no matter what action his employing organization had taken. Those 
holding this view point out that in any case the minister would not have the 


election to come into the system unless the employing organization has similarly 
elected. 
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Again let me emphasize that my purpose in calling attention to 
these problems is not to argue against the participation of ministers 
in social security but to request that the committee in its delibera- 
tions seek to devise means of easing these problems insofar as possible. 

It is recognized that any plan that is voluntary would afford min- 
isters the protection of electing not to participate if they felt they 
could not conscientiously do so. It is, however, our desire and, we 
are sure, the desire of the committee that, if provision is to be made 
for inclusion of ministers in the system of social security, it should 
be on a basis that will be unobjectionable to them on grounds of 
conscience and will result in broad participation by ministers and 
church bodies. 

As suggestions to be considered by the committee in its delibera- 
-_ I would call attention to the following possible alternatives: 

Probab ly the plan which would be most widely acceptable to 
vicholianars and religious bodies would be the inclusion of ministers 
under self-employment on a voluntary basis. This would avoid any 
complications with regard to relations between church and State. If 
this plan were used, it would be desirable to have the term “self-em- 
ployment” so defined or interpreted in the section dealing with minis- 
ters as to cover the various forms and conditions of employment found 
in religious bodies, thus avoiding the ethical problem involved in the 
question as to whether or not a minister is actually self-employed 
under a definition of the term not taking these differences into account. 

If the Ways and Means Committee and the Congress should 
decide not to approve a voluntary self-employment basis for minis- 
ters, we would like to suggest consideration of two specific amendments 
to H. R. 7199 which would, in our judgment, alleviate many of the 
problems to which reference has been made. 

The first amendment which we would suggest would be in line 
with the suggestion made by some of the consultants as referred to 
above. A provision that both the minister and the employing organi- 
zation should have elected coverage in order to effect or maintain par- 
ticipation would safeguard the conscience of a minister moving from 
- church organzation to another. 

The second amendment which we would like to suggest would 
be ‘the; inclusion in the section dealing with ministers of some suitable 
statement pointing out the fact that the terms “employer” and “em- 
ployee” are not normally used in ecclesiastical circles and that these 
terms are used solely for the purposes of the application of this act, 
and with an understanding that for the purposes of this act the source 
of the actual financial support or the present source of payments for 
pension provision will be considered as the employer. 

We recognize that it may be desirable that the effective date for 
old-age and survivors insurance cover: age of new groups be not earlier 
than January 1, 1955. That would allow needed time to work out in- 
tegration of existing pension plans with social security and for neces- 
sary informing of ministers and churches concerning such integration. 

These general suggestions are respectfully submitted to the commit- 
tee for what value they may have. 

In closing, it should be pointed out that present pension provisions 
for the clergy are exceedingly variable and in very few cases are they 
at all adequate in the face of the increase in the cost of living which 
has taken place during the past few years. 
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Some churches have no pension plan. It is our conviction that there 
should be no interference with the continuation of present pension 
programs but that permissive legislation to enable ministers to partici- 
pate in social security as a supplement to any existing pension plans 
would, in the judgment of most of our constituency, be right and 
desirable. 

The National Council of Churches would want me to express on 
their behalf our very deep appreciation for the careful consideration 
which has been given to this problem by many Members of the Con- 
gress and particularly by members of the Ways and Means Committee. 

In spite of the comple x problems which have been pointed out in 
this statement we trust that the committee will find it possible to rec- 
ommend some plan which will permit ordained ministers to participate 
in social security on a voluntary basis. 

I would call your attention to the fact that there is appended to 
the statement a copy of actions taken by various religious bodies on 
clergymen on social security. 

Thank you, sir. 

The CHamman. We appreciate your statement made to the 
committee. 

I might say that the effective date for the new coverage under the 
bill is January 1, 1955, as you have suggested. 

The appended portion of the statement may be incorporated into 
the record at this point. 

(The portion of Dr. Ashbrook’s statement appended is as follows :) 


The National Council of the Churches of Christ in the United States of 
America is composed of the following denominations: 
African Methodist Episcopal Church 
African Methodist Episcopal Zion Church 
American Baptist Convention 
American Evangelical Lutheran Church 
Augustana Evangelical Lutheran Church 
Church of the Brethren 
Colored Methodist Episeopal Church 
Congregational Christian Churches 
Evangelical and Reformed Church 
Evangelical United Brethren Church 
Evangelical Unity of the Czech Moravian Brethren of North America 
Greek Archdiocese of North and South America 
Diseiplies of Christ, International Convention 
Moravian Church in America (Unitas Fratrum) 
National Baptist Convention of America 
National Baptist Convention, U. S. A., Ine. 

Presbyterian Church in the U. S. 

Presbyterian Church in the U. S. A. 

Protestant Episcopal Church 

Reformed Church in America 

Religious Society of Friends (5 years meeting) 

Religious Society of Friends (Philadelphia and vicinity) 
Rumanian Orthodox Church 

Seventh Day Baptist General Conference 

Syrian Antiochian Orthodox Church 

The Methodist Church 

The Russian Orthodox Greek Catholic Church of North America 
Ukrainian Orthodox Church of Americs 

United Lutheran Church in America 

United Presbyterian Church of North America 
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ACTIONS OF RELIGIOUS BoDIES ON CLERGYMEN AND SOCIAL SECURITY 


The bodies listed below have adopted the following resolutions with regard 
to the voluntary inclusion of clergymen under Federal social security: 


“THE NATIONAL COUNCIL OF THE CHURCHES OF CHRIST IN THE UNITED STATES OF 
AMERICA 


“That the general board declares its opinion that permissive provision for 
the voluntary participation of clergymen in the old-age and survivors’ insur 
ance plan of Federal social security is advisable and authorizes its officers and 
staff to make appropriate representations to Congress in support of measures 
to achieve it, with provision for appropriate recognition of and use of exist 
ing pension plans without impairment.” Adopted by the general board May 19, 
1953. 


“THE AMERICAN BAPTIST CONVENTION 


“Whereas American Baptist firmly believe in the separation of church and 
State; and 

“Whereas at the present time members of the clergy are excluded from the 
old-age and survivors insurance system administered by our Federal Govern 
ment ; and 

“Whereas some of our people believe that the law making such exclusion is a 
violation of the proper relationship between church and State because it singles 
out the clergy for special treatment, denying to them certain tax obligations 
and certain security benefits which apply to many other citizens; and 

“Whereas others of our people believe that such exclusion is an example of 
the proper relationship between church and State because it avoids the taxa 
tion of the employment of clergy and it avoids creating a situation where the 
clergy might look forward to financial dependence upon a Government-admin- 
istered program: Therefore, be it 

“Resolved, That it is the sense of this convention that there is room within our 
fellowship for both of these points of view, and neither one is to be considered 
as the opinion of this convention or its constituency at this time; and, Be it fur- 
ther 

“Resolved, That, if legislation is enacted to change the present law on this 
subject, we urge that such legislation provide for: (a) The right of any member 
of the clergy or any church to remain outside of the OASI system on grounds 
of conscience, (b) a separate vote by the clergy on their individual exclusion 
as distinguished from the vote of lay employees of any employer, and (¢) assure 
that benefits are not to be denied any covered person, clergy, or otherwise, 
because of the political or religious beliefs which he has held or expressed.” 
1953. 

“SOUTHERN BAPTIST CONVENTION 


“Whereas two bills (H. R. 1236 and H. R. 2249) have been introduced inta 
the 88d Congress of the United States which extend social-security benefits to 
ordained, commissioned, or licensed ministers; and 

“Whereas social-security participation by ministers may have a direct bearing 
on the principle of the separation of church and state, and 

“Whereas the question of social-security benefits for Southern Baptist 
ministers is vitally related to the services offered by the relief and annuity board 
of our convention, and 

“Whereas six of the major denominational groups of our country have already 
taken action favoring social-security participation by their ministers, and 

“Whereas a number of our constituency feel that, as taxpaying citizens, min- 
isters of the Gospel should have equal rights and benefits relative to social 
security along with other taxpaying citizens ; therefore, be it 

“Resolved, That a special committee of nine members be appointed to give 
careful study to the question of participation by ministers in social-security 
benefits, and report its findings and recommendations, if any, to the convention 
in 1954; and be it further 

“Resolved, That, the committee shall make its report, or recommendations, if 
any. to the executive committee of the Southern Baptist Convention for action 
by the committee.” 1953. 
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“TILE ANNUAL CONFERENCE OF THE CHURCH OF THE BRETHREN 


“We also go on record as favoring the inclusion of ministers under the old-age 
and survivor provisions of the Social Security Act on a voluntary basis. We 
believe that ministers as taxpayers and as loyal American citizens deserve the 
same coverage as is provided for millions of other citizens of this country. We 
instruct the officers of this conference to convey our views on this subject to the 
proper officials in the Congress of the United States.” June 17-21, 1953. 


“GENERAL COUNCIL OF THE CONGREGATIONAL CHRISTIAN CHURCHES 


“Be it Resolved, That the general council of the Congregational Christian 
Churches of the United States assembled in Claremont, Calif., hereby expresses 
itself as favoring further amendment of the Social Security Act so as to make 
possible the enrollment of ordained ministers upon the same terms as unordained 
employees of churches and other religious organizations.” 1952. 


“DISCIPLES OF CHRIST, INTERNATIONAT, CONVENTION 


“Resolved, That we, the trustees of the pension fund of Disciples of Christ, 
having studied the provision of H. R. 6812 relating to voluntary coverage under 
social security of ordained ministers in the exercise of their ministry, respectfully 
advise you, it is our firm conviction that the better way to make social-security 
coverage available to such ordained men would be by defining their service as 
qualifying them for coverage as self-employed persons, but on a purely voluntary 
basis on the part of the individual ordained minister.” (Approved at their 
meeting September 25, 1953.) 


“ANNUAL CONVENTION OF THE EVANGELICAL FREE CHURCH OF AMERICA 


“Extension of Federal social security to ministers was endorsed at Winona 
Lake, Ind., by delegates to the 68th annual convention of the Evangelical Free 
Chureh of America.” (Religious News Service, June 24, 1952.) 


“GENERAL SYNOD OF THE EVANGELICAL AND REFORMED CHURCH 


“The General Synod petitions the Congress of the United States to amend 
the Social Security Act of 1935, as amended, so as to include ministers of 
religion in old-age survivors insurance. General Synod expresses a preference 
that this inclusion be on a voluntary self-employed basis and instructs its 
officers to communicate this action to the proper committees of the two Houses 
of Congress and support this action by testimony either alone or in conjunction 
with similar approaches by the representatives of other denominations and 
religious bodies.” June 17-24, 1953. 


“AMERICAN LUTHERAN CHURCH CONVENTION 


“Resolved, That the church does not request the extension of the old-age and 
survivors’ insurance provisions of the Federal social-security system to ordained 
clergymen; however, in the event that the Government of the United States 
should extend the benefits of old-age and survivors’ insurance to clergymen, 
the American Lutheran Church will not stand in the way of pastors’ desires 
to participate in these benefits.” October 9-16, 1952. 


“AUGUSTANA EVANGELICAL LUTHERAN CHURCH 


“Resolved, That the church urge Members of the Congress of the United States 
to amend further the Social Security Act of 1935 so as to make citizens who 
are ministers of religion eligible, without reservation, as beneficiaries of social- 
security provisions.” 1952. 


“DANISH EVANGELICAL LUTHERAN CHURCH OF AMERICA 


“1. In view of the fact that pastors are citizens and share in the responsi- 
bility of citizenship through taxation, they should also share in the benefits 
afforded by taxation, including the benefits of old-age and survivors’ insurance. 

“2. As citizens, pastors avail themselves of the protection of the State such 
as police protection, fire protection, protection of civil rights, without endan- 
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gering the doctrine of separation of church and State. In view of this fact, 
there is no reason why pastors should not be afforded the same protection 
as other citizens against the hazard of dependency in old age. The fact that 
the church accepts social security for the lay employees of its congregations 
and institutions indicates that the doctrine of separation of church and State 
is not involved in the case of social security. 

“3. So as not to violate the conscience of any individual it would be desirable 
to make the coverage voluntary with each individual pastor. 

“4. The acceptance of social-security provisions would not necessarily affect 
the church's present pension programs. They could operate similarly to other 
private employer pension programs. 

“5. Expansion of the social-security provisions to pastors is desirable because 
of (a) pastor’s low salaries, (b) their usual lack of a home at the time of retire 
ment, and (c) the inadequacy of the present pension program of the church. 

“The committee therefore recommends that the convention of the Danish 
Evangelical Lutheran Church of America petition the Congress of the United 
States to amend the Social Security Amended Act of 1950 by eliminating the 
clause in the act which exempts pastors as a separate class of sitizens. (1953.) 


“THE EVANGELICAL LUTHERAN CHURCH 


“Whereas the Federal Government has greatly broadened its policies regurd 
ing old-age Federal security, and 

“Whereas an earlier position which ruled out benefits for all employees of all 
church organizations has now been reversed so as to include all unordained 
workers on a voluntary basis, providing at least two-thirds volunteer in any 
given organization; and 

“Whereas it has been finally and officially decided that all ordained workers 
are excluded from coverage unless they are definitely employed in such work 
as janitorial service; and 

“Whereas even ordained men who do services on our college faculties com- 
parable to that given as laymen in the same areas of service are ruled out from 
benetit coverages; and 

“Whereas many church denominations are at this time reversing earlier posi 
tions by memorializing Congress to extend coverage to all ordained ministers and 
others serving the church in various positions so as to allow them to be covered 
on a voluntary basis; and 

“Whereas the Federal Government has made such exclusions at the request of 
the churches and would be willing to extend the coverage if it should prove to 
be the wish and will of the various church denominations; Therefore, be it 

“Resolved, That the Evangelical Lutheran Church, assembled in its 20th bien- 
nial convention, does hereby memorialize the Congress of the United States to 
extend said social-security coverage so as to include all ordained ministers on a 
voluntary basis and that action be taken at the earliest possible moment; and be 
it further 

“Resolved, That copies of these resolutions be dispatched at once to the proper 
Federal officials as well as to all Senators and Congressmen in the United States 
Congress.” (Adopted at general convention 1952.) 


THE LUTHERAN CHURCH-—MISSOURI SYNOD 


“Resolved: 

“(1) That synod decline to take official action urging Congress to include 
ministers and other professional church workers in the social-security benefits 
law ; 

“(2) That, if Congress enacts such a law and makes is possible for ministers 
and other churchworkers to benefit by the Federal social-security program, and 
unless this law be mandatory, it be left to the free and voluntary decision of the 
individual worker, congregation, district, and synodical officials and other 
agencies, whether or not to participate in the Federal social-security program, 
but that such action shall in no wise militate against the synodical pension system 
or become a substitute for it. 

“(3) In the event that individual workers, congregations, district and synodical 
officials and other agencies decide to participate in the Federal social-security 
program, and reduce their contributions to the pension fund accordingly, the 
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hoard of support and pensions shall be authorized to make the necessary adjust 
ments and report to the next convention.” (Passed at Houston, Tex., convention 
June 17-27, 1953.) 

THE METHODIST CHURCH 


“Whereas the general conference of the Methodist Church in session at San 
Francisco, Calif., on May 6, 1952, adopted the following which is recorded as 
paragraph 1665 (9) of the 1952-discipline; 

“The board of pensions shall appoint from its membership a committee on 
pension legislation * * * whose responsibility it shall be to study the operations 
of the various pension programs and to present recommendations to the general 
conference of 1956. * * * Special consideration shall be given to the follow- 
ing: * * * (9) In cooperation with the National Council of the Churches of 
Christ, the desirability and feasibility of the inclusion of the service of ministers 
in Federal old age and survivors insurance (OASI) on a voluntary basis; pro- 
vided, however, that in the event that legislation is presented to the Congress of 
the United States relative to this matter during the quadrennium, the council of 
bishops, the council on world service and finance, the council of secretaries, and 
the board of pensions shall be authorized to take such joint action as they may 
deem to be advisable, and 

“Whereas, proposed legislation in the form of H. R. 6812 and other bills has 
been presented to the Congress of the United States with the view to extending 
the Federal old age and survivors insurance program so as to include the service 
of ministers as covered service, and 

“Whereas in accordance with the connectional organization of the Methodist 
Church there is no true employer-employee relationship between the ordained 
minister and the pastoral charge which he serves, or the annual conference 
of which he is a member, or the bishop from whom he received his appointment, 
and 

“Whereas it is the considered desire of the Methodist Church that nothing be 
done which in any way would injure or destroy the traditional polity and 
organizational structure, characteristic of connectional methodism, and 

“Whereas it is the desire of the Methodist Church that nothing be done which 
in any way would jeopardize or destroy the present connectional pension program 
which during the last year has paid $10%4 million to 13,000 retired ministers and 
widows of ministers, none of whom would be able to qualify for social-security 
benefits under the proposed amendments, and 

“Whereas the inclusion in Federal old-age and survivors insurance program of 
the coverage of the service of ministers classified along with that of certain 
professional and other groups as self-employment would create the least amount 
of interference with the polity and organizational structure of the Methodist 
Church and the least amount of injury to the present connectional pension 
program of the Methodist Church: Therefore be it 

“Resolved that the executive committees of the council of bishops, the council 
on world service and finance, the council of secretaries and the board of pensions 
by joint action do hereby respectfully request, on behalf of the Methodist Church, 
that the Congress of the United States amend the Federal Social Security Act 
so as to inelude on a voluntary basis the service of ministers as covered service 
in the Federal old-age and survivors insurance program, classified along with 
that of certain professional and other groups as self-employment.” (Adopted at 
a joint meeting of the executive committees of the council of bishops, the council 
on world service and finance, the council of secretaries and the board of pensions 
of the Methodist Church held on January 5, 1954, in Chicago.) 


GENERAL ASSEMBLY OF THE PRESBYTERIAN CHURCH IN THE UNITED STATES OF AMERICA 


“Whereas the General Assembly of the Presbyterian Church in the United 
States of America, adopted the following amendment to the service pension 
plan: (See G. A. minute, p. 132, amendment I) which made it possible for mem- 
hers of the service pension plan to participate in the Federal social-security plan 
as amended from time to time; and 

“Whereas the Social Security Act as now amended provided old-age and 
survivors insurance for lay employees of religious organizations and ordained 
ministers serving as professors in some theological seminaries and colleges, as 
YMCA secretaries or as administrative officers in some denominational and 
interdenominational agencies, but does not include ministers engaged in full-time 
parish ministry : and 
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‘Whereas the general assembly of the Presbyterian Church in the United States 


of America, in adopting the above amendment to the service pension plan, has 
regarded the voluntary inclusion of lay employees of church organizations under 
the act as desirable and rejects the intimation that such coverage Comprolmises 
the principle of the separation of church and state; and 
“Whereas the benefits of Federal old-age and survivo 
those ordained ministers who are permitted to participate substantially augm nt 
the pension benefits as accrued under the church pe nsion plans of which they are 
members, and the exclusion of ministers engaged in the ] ! t 
them to the pensions possible under the service pension plan whi h are sadly 
inadequate in the light of present and anticipated living costs ; and 
“Whereas a very considerable number of ordained ministers desire th 
tional coverage of the social security plan which is essentially a contributory 
insurance plan: 
“Therefore the Presbytery of Rochester, meeting in North Presbyterian ¢ hureh, 
Rochester, N. Y.. on November 20, 1951, reaffirms its unanimous position of 1938 
favoring the inclusion of ordained ministers under the old-age and survivors 
and respectfully over- 


rs insurance secured by 


arish ministry limits 


1e addi 


insurance provisions of the Federal Social Security Act, : 
tures the 164th General Assembly of the Presbyterian Church in the United States 
of America to request the Houses of Congress to make provision for the voluntary 
inclusion of ordained ministers by the appropriate amendments to the present 
act.” 1982, 


GENERAL CONVENTION OF THE PROTESTANT EPISCOPAL CHURCH 


“Whereas proposals for voluntary coverage of clergymen as self-employed 
under the old-age and survivor provisions of the Social Security Act have recently 
been introduced in the Congress of the United States; and 

“Whereas this opens new possibilities in this important matter: Therefore be it 

“Resolved, That the Joint Commission To Study Clergy Pensions and Clerical 
Salaries shall give particular consideration during the next triennium to the 
question of voluntary coverage of clergymen under social security.” 1952. 


ANNUAL MEETING OF THE AMERICAN UNITARIAN ASSOCIATION 


“Resolved, That the Congress of the United States be urgently requested to 
amend section 210A, subdivision 9A, of the Federal Social Security Act to read 
as follows: ‘Service performed by a member of a religious order in the exercise 
of duties required by such orders,’ thereby permitting ordained ministers to be 
covered by social security if they and the majority of the employees of the organi- 
zation employing them elect so to be covered.” May 27, 1952. 


JEWISH GROUPS 


A. From a letter from Rabbi Simon G. Kramer, president, Synagogue Council 
of America, September 18, 1952: “The Rabbinical Council of America and the 
Rabbinical Assembly of America has voted to work for the inclusion of clergy- 
men in the social-security program. The other constituencies are not consider 
ing the entire problem. We shall communicate to them the information which 
your letter contains and I am sure that it will help them arrive at some 
conelusion.” 

B. From a letter from Rabbi Max Hoch, June 7, 1953: “May I also indicat 
that the New York Board of Rabbis, as well as the Rabbinical Council of Ame 
ict, have passed resolutions favoring social security for the clergy.” 

Are there any questions? 

Mr. Eberharter. 

Mr. Esernarter. Mr. Chairman, I just want to sav it is one of the 
most commendable and reasonable statements that have been presented 
to this committee. It shows that the national council has given 
thorough study to the questions which the committee has to consider. 

I think you are particularly to be commended. 

The CHarrMan. We thank you, sir, for the information you have 
given the committee. 

Dr. Asuprook. Thank you, sir. 
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The Cuatrman. The next witness is Mr. George A. Huggins, chair- 
man of the social security committee of the Church Pension Con- 
ference. 

We are very glad to have you here, Mr. Huggins. as we are all of 
the witnesses. You m: ay proceed. 


STATEMENT OF GEORGE A. HUGGINS, CHAIRMAN, SOCIAL SECURITY 
COMMITTEE OF THE CHURCH PENSION CONFERENCE 


Mr. Huaeins. Mr. Chairman, my name is George A. Huggins. I 
am a consulting actuary from P hiladelphia, Pa. I am here today 
representing the Church Pensions Conference, as chairman of its 
committee on social security. 

On behalf of the members of the Church Pensions Conference, I 
wish to state that, because of changed economic and social conditions, 
the sentiment among the churches has grown toward the extension, 
with certain safeguards referred to later, of social-security coverage 
to ordained ministers so that with the joint coverage afforded through 
the ministerial pension plans and the OASI benefits of social security, 
more adequate protection can be provided for ordained mini sters and 
their families than can be provided through either program alone. 

First, let me say that the Church Pensions Conference is an organ- 
ization—unincorporated—which, as its name implies, exists solely to 
make available to interested persons opportunities for conferences 
on problems related to the administration and financing of ministerial 
pension systems. The conference will hold its 40th annual meeting 
this year. 

It has the record of never having adopted a constitution and bylaws 
and I think that is rather unusual. 

Besides its regular annual meetings it has held many special meet- 
ings from time to time to consider matters requir ing urgent attention. 

The religious bodies represented in the Church Pensions Conference 
include the followmg: 


— 


American Baptist Convention 
Southern Baptist Convention 
Central Conference of American Rabbis (Reformed) 
Christian Science Church 
Church of the Brethren 
Church of England in Canada 
Church of God 
Church of the Nazarene 
9. Congregational Christian Churches 
. Disciples of Christ 
. Evangelical United Brethren Church 
2. Evangelical and Reformed Church 
3. General Church of the New Jerusalem 
. Greek Orthodox Ministers 
American Lutheran Church 
. Augustana Lutheran Church 
. Evangelical Lutheran Church 
The Lutheran Churcl , 
The United Lutheran Church in America 
The Methodist Church 
1. Free Methodist Church of North America 
Presbyterian Church in Canada 
Presbyterian Church in the United States 
Presbyterian Church in the United States of America 
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5. United Presbyterian Church of North America 

26. Protestant Episcopal Church. 

27. Rabbinical Assembly and United Synod of America (Conservative) 
28. Reformed Church in America 

29. United Church of Canada 

20. Young Men’s Christian Association 

21. Young Women’s Christian Association 

According to the statistical and financial data supplied by the pen- 
sion boards of 23 of the participating church bodies for the 1953 
meeting of the Church Pensions Conference, the number of ministers 
represented was 127,000, with a total church membership of 34,688,000. 

During the preceding fiscal years these funds paid out in benefits 
a total of $ $25,164,000. While this sum is large in the aggregate, 
nevertheless it was distributed among some 44,000 beneficiaries, result- 
ing generally in modest individual benefits. 

The accumulated actuarial reserves, endowment, and other funds 
exceeded $408 million and to that extent afford security as to future 
benefit payments. 

During the year, the members of these funds paid in dues amount- 
ing to $8,400,000, while the churches and other organizations served 
paid in over $16,500,000 as dues or required contributions. 

This income, together with that earned on the invested funds and 
the receipts from other church sources, brought the total income up 
to asum slightly in excess of $56 million. 

I mention these figures to show the progress that has been made in 
providing age and disability pensions for religious workers and for 
their widows and orphans. 

The churches have long recognized their obligation to care for their 
aged and disabled ministers and have recognized also the necessity 
of the protection of their families. 

In the early days, this care was provided entirely through grants-in- 
aid—relief—and so they are proud of the progress that they have made 
in recent years in moving from the era of relief grants to this day of 
many actuarially funded systems providing larger benefits on a 
sounder basis. 

However, even with special additional funds supplied by the church 
bodies currently to help beneficiaries meet the increased costs and 
standards of living, the benefits are not adequate. Consequently, quite 
universally throughout the churches the sentiment has grown that 
the time has come when more adequate protection should be provided 
for their beneficiaries than the churches are alone providing and that 
this can be accomplished through joint coverage under the Social Se- 
curity OASI benefit program and the church pension systems. 

It is most important, however, that certain safeguards be provided 
in order that ministers may continue to live up to their principles and 
convictions and that no injury be done either to the polity and prac- 
tices of churches or to the existing pension systems through impaired 
financial support. 

The provisions for the coverage of ordained ministers included in 
H. R. 7199 are the same as those in H. R. 6812. The trouble, however, 
is that these provisions cover ordained ministers as employees of their 
congregations in a manner similar to that provided for coverage of 
their lay employees. 
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Under the polity and practice of some of the church bodies, there is 
no employer-employee relationship and nothing should be done to in- 
jure or destroy that polity and practice. 

I have in mind chiefly the Roman Catholic Church and the Metho- 
dist Church. Again, the provisions of H. R. 7199 involving the com- 
pulsory coverage of the successor ordained minister destroys the volun- 
tary feature insofar as he is concerned since the coverage is extended 
to him compulsorily regardless of his convictions and principles. 

It would seem that the desired OASI coverage of ordained ministers 
can be provided in a way that will preserve the voluntary principle, 
avoid injury to the polity and practices of churches and avoid injury 
to the existing pension programs. This can be accomplished by amend- 
ing the definition of self-employment so as to include ordained min- 
isters, but with a special provision permitting such coverage on a 
voluntary basis. 

It has been argued that that this opens the way to what is technically 
referred to as antiselection. 

This, however, can be obviated by specifying a period during which 
an ordained man would have to elect the coverage such as 1 or 2 years 
from the date the amendment became effective or within a similar pe- 
riod from the date of eligibility, if later. 

For example, a covered self-employed person files his return and 
pays his self-employment tax at the time he files his personal income- 
tax return. Assuming that the proposed amendment became effective 
as of January 1, 1955, anyone eligible for this coverage on that date 
would be required to file his return and pay the self-employment tax 
at the time of filing his return as of March 15, 1956, or the correspond- 
ing date in 1956 if the filing date is changed. 

Failure to qualify in this manner would exclude his ministerial 
service from coverage during the remainder of his life service. 

Some like provisions could be made related to persons becoming 
eligible for such coverage after the effective date of the amendment. 

We greatly appreciate the opportunity of presenting this statement 
for your consider: ation. 

The Cuamman. We thank you very much, Mr. Huggins, for your 
fine presentation and your views to this committee. Iam sure they 
will be very helpful. 

Mr. Hueerns. Thank you, sir. 

The Cuarrman. Are there any questions? 

The Chair hears none. 

Again I express my appreciation and that of the committee, for your 
appearance. 

Mr. Hueerns. Thank you very much, sir. 

The CratrmMan. The next witness is Mr. James Watt, the First 
Church of Christ, Scientist. 

We are very glad to have you here, Mr. 


Watt. 







STATEMENT OF JAMES WATT, THE FIRST CHURCH OF CHRIST, 
SCIENTIST 








Mr. Warr. Thank you, sir. 

I am James Watt, and represent the Christian Science Church. 
We appreciate your courtesy in according us the opportunity to be 

heard. 
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On page 9 of the Reed bill, H. R. 7199, lines 10 through 13, we note 
that it is proposed section 211 (c) of the Social Security Act be 
amended by striking out paragraph (5). 

Should this proposal be approved, it would mean that Christian 
Science practitioners would still not be provided for because of their 
status as self-employed ministers of religion. 

We feel that the field of religion is distinet and separate from all 
other classifications, and that, therefore, a religious organization or 
an individual occupied wholly in religious ministry should not be 
forced to accept social security under compulsory coverage 

Although under the present law, and under the bill being dis cussed 
at this time, H. R. 7199, religious organizations have the option to 
become covered, the First Church of Christ, Scientist, in Boston, 
Mass., has elected not to have its employees covered. The church 
has its own retirement income plan for its employees. 

I might say that it is a very, very adequate plan. 

However, in the case of Christian Science practitioners there is no 
employer-employee relationship because, as ment ioned above, they are 
self-employed. 

We, therefore, request voluntary coverage for Christian 


Science 


practitioners. Many Christian Science practitioners began their 
active careers in business and later in their experience decided to enter 
the practice of Christian Science exclusively. 

Naturally, they would not wish to lose any advantage that would 
accrue to them through previous social-security payments. 

So the main point for the Christian Science practitioner is to enable 
him to continue his social security, rather than to make it available 


on an initial basis. 

If eventualiy, in view of the trend indicated by Mr. Curtis of 
Nebraska’s bi!l, H. R. 6863, Christian Science practitioners will have 
to pay a tax in support of the social-security program as individual 
citizens and as taxpayers, it seems only logical and fair that provision 
be made for their coverage on a voluntary basis. 

Therefore, our recommendations so far as the Reed bill, H. R. 

— is concerned, may be summed up as follows: 

That Christian Science practitioners be classified as_ self 
seca ministers of religion ; 

That Christian Science practitioners not be covered by social 
security on a compulsory basis; and 

That self-employed ministers of religion, including Christian 
Science practictioners, be covered by social security on a voluntary 
pasis. 

Thank you very much. 

The CHatrMan. Thank you very much for your appearance before 
the committee and the contribution you have made to the record. 

Are there any questions ? 

The Chair hears none. 

Thank you very much. 

Mr. Watt. Thank you, Mr. Chairman. 

The CuatrztaAn. The next witness is Dr. D. C. Warren, chairman, 
and Mr. Porter Routh, executive secretary, the Southern Baptist 
Convention. 

We are pleased to have you with us. We will listen with great 
interest to what you have to say. 

456225420 
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STATEMENTS OF DR. C. C. WARREN, CHAIRMAN, AND MR. PORTER 
ROUTH, EXECUTIVE SECRETARY, THE SOUTHERN BAPTIST CON- 
VENTION 


Mr. Rovuru. I am Porter Routh, of the Southern Baptist Convention. 

[ have prepared a statement I should like to present. I shall not 
read all of it, but I will ask Dr. Warren to give a brief oral statement. 

I would like to call attention to the fact that a Southern Baptist 
Convention is composed of 92,496 churches organized in 24 State 
conventions and reporting a membership in 1953 of 7,888,618. 

I should also like to just read the last paragraph on page 3 of the 
report, which you have in your hands, because I think it is of interest 
in this matter. 

Of the 29,496 churches in the Southern Baptist Convention, 19,295 
are full-time churches; 292 churches have services 3 times a month; 
7,573 have services twice a month, and 2,304 have services once a 
month. 

Many of the men who serve as pastors of half time or quarterly 
time churches serve more than one church. Some of them will serve 
3or4churches. Many of these men need the coverage of social secu- 
rity greater than any other group and under the self-employment pro- 
vision it is assumed that their social security would be assessed on their 
total compensation rather than the amount received from any one 
church, which might or might not decide to enter the plan if the 
present provisions ‘of the bill should prevail. 

For example, the average annual salary paid by the quarter time 
church in the Southern Baptist Convention last year was only $259. 

Of course, that included a house in some cases and some other sup- 
plies. 

And the average annual salary paid by the half time church was 
only $610. 

This compares with the average annual salary of $2,666 paid by 
the 19,295 full time churches. 

Therefore, Mr. Chairman, if H. R. 7199 is passed to provide for 
the voluntary coverage of ministers we join with others in asking that 
the self-employment provision be made a part of the law. 

I should like to ask Dr. Warren to make a brief statement now and 
we will be happy to answer any questions you might wish to ask. 

The CuHarrMan. We would like to include your entire statement in 
the record, if you have no objection. 

Mr. Rourn. Yes, if you please, sir. 
(The statement referred to is as follows:) 


STATEMENT BY PorTER ROUTH, NASHVILLE, TENN., EXECUTIVE SECRETARY- 
‘TREASURER OF THE EXECUTIVE COMMITTEE, SOUTHERN BAPTiIst CONVENTION 


The Southern Baptist Convention is composed of 29,496 churches, organized in 
24 State conventions, and reporting a membership in 1953 of 7,886,016. 

The purpose of the convention, as stated in the constitution, is as follows: “It 
is the purpose of the convention to provide a general organization for Baptists 
in the United States and its territories for the promotion of Christian missions 
at home and abroad, and any other objects such as Christian education, benev- 
olent enterprises, and social services which it may deem proper and advisable 
tor the furtherance of the kingdom of God.” 

For the purpose of the consideration of H. R. 7199, and the application and 
administration as it may apply to church groups, it is well to consider the author- 
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ity of the Southern Baptist Convention as outlined in article IV of the constitu- 
tion: “While independent and sovereign in its own sphere, the convention does 
not claim and will never attempt to exercise any authority over any other Baptist 
body, whether church, auxiliary organizations, association, or convention.” 

Article IV of the constitution of the Georgia Baptist Convention, relating to 
powers, is as follows: “This convention shall never attempt to exercise authority 
over any church, but shall always cheerfully recognize and uphold the sover- 
eignty, under Christ, of the churches.” 

A similar provision will be found in the constitution of each of the 24 State 
conventions which is affiliated with the Southern Baptist Convention. Similar 
provisions will also be found in the constitutions of the 1,017 associations in the 
territory of the Southern Baptist Convention. The association generally follows 
county lines, although this is not true in every case. This background informa- 
tion is given to call attention to the fact that there is no national or regional 
group that can make a decision for a Baptist Church. 

At the meeting of the Southern Baptist Convention held in Houston, Tex., in 
May 19538, the matter of the coverage of ordained ministers under the provisions 
of the Social Security Act was brought to the attention of the convention, and 
was referred to the executive committee. 

The following findings and recommendations were presented to the executive 
committee in its meeting on December 16, 1953, at Nashville, Tenn. : 


FINDINGS 


1. Your committee has found this matter is far from a simple one. Good 
men everywhere hold diverse views with regard to it. There is a wide divergence 
of opinion within our own denominational group. Men in all denominational 
fellowships are in disagreement. 

2. In this matter, as in others, Congress seeks to know the will of the people 
Were the churches of America in accord with regard to this matter, they could 
practically write their own social-security bill. Some denominational groups 
have voiced their convictions in opposition to minister coverage; other groups 
have expressed their desire to have their ministers covered. Thus far, Southern 
saptists have remained inarticulate. 

3. A number of bills are now pending in Congress, purporting to include 
ministers under social security. They represent four bases of inclusion or 
coverage. 

4. Bill No. 6812 will be considered soon after Congress reconvenes in January 
It calls for a voluntary coverage of ministers. However, the successors of those 
who choose coverage would be automatically covered, having no choice in the 
matter thereafter. Thus it operates on the voluntary principle today, obligatory 
tomorrow. 

5. Any basis of coverage presents many problems to our Baptist ministers and 
other denominational workers which ought to he considered now. Perhaps the 
least objectionable to most Christian bodies, probably the least objectionable to 
Southern Baptists, would be a coverage on the “self-employed basis,” called for 
in Cole bill, H. R. 1236. Under this bill the social-security contract would be with 
the individual, and would not involve the church 

6. Social-security coverage in itself is not adequate. It makes no provision 
for the totally and permanently disabled. It permits no withdrawal of pay 
ments made by the member. In most cases it offers no benefits under less than 
10 years participation. If the coverage basis be voluntary, neither employer nor 
employee severing relationship after years of participation can ever be covered 
again. 

7. Already a number of our boards, institutions, and agencies, and some 
3antist Churches have covered their employees by social security as a sub 
stitute for what protection they formerly had under the retirement plans of our 
denominational board. In many cases, these workers are worse off than they 
were, which fact is tragic for them. 

8. If social-security coverage is taken alone, either by the pastor of a church 
or by employees of some other denominational group, there may be in the future 
financial problems presented to the relief and annuity board for which there is 
no solution, greatly endangering the future soundness of the present retirement 
plans, unless heavily subsidized by the denomination. 

9. It is evident our constituency remains uninformed as to many vital matters 
pertaining to this entire question. We believe that absolute freedom of action is 
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desirable, but that final decisions should be made in the light of all the facts in 
the case. 

10. It is quite possible that our constituency will be facing this issue as a result 
of the passage of a bill in Congress before the St. Louis convention, June 
2-5, 1954. 

RECOM MENDATIONS 


Your committee therefore recommends: 

1. That the executive committee inaugurate at once a program of informa 
tion through the Baptist program and the denoininational press concerning the 
proposed social-security program and our denominational retirement program. 

2. This body take necessary action to secure for our people representation at 
the public hearings before congressional committees, Washington, D. C., when- 
ever such hearings are held. Many of the major denominations of America will 
be represented there through the National Council of Churches of Christ, which 
body does not represent Southern Baptists. It is our conviction that request 
should be made, in the light of all the facts, for a coverage bill least objectionable 
to our people and presenting fewer complications in the future. It should be a 
bill calling for a social-security contract between the Federal Government and 
the individual, without in any sense involving the churches. 

3. Remind our entire constituency that the relief and annuity board is the 
denominational agency in the field of protective plans, retirement and otherwise, 
urging that in every case where social-security coverage is secured for our 
denominational servants, it be in addition to that offered by the relief and 
annuity board, never as a substitute for that protection. 

The decision to ask for an amendment to H. R. 7199 to provide for the 
voluntary coverage of ministers under the self-employment provision is based 
on several factors. In the first place, it is recognized that any church or any 
individual pastor has a right, as far as the denomination is concerned, to reject 
or accept the coverage for ministers under social security. Under provisions 
of the bill without the self-employment provision, it can be seen that there would 
be real difficulties in the normal churech-pastor relationship if a pastor were 
covered by social security in one church, and should be called to another church 
that had rejected the social-security system, and therefore the pastor would be 
ineligible for the benefits which he might feel to be his right as a participating 
citizen. On the other hand a church with social security might find itself 
embarrassed in trying to call as pastor a man who had conscientious objections 
to the social-security provisions for the ordained minister. Since the average 
tenure for the Southern Baptist minister is less than 3 years, it can be seen that 
the many problems created by varied attitudes would be a disturbing factor in 
the life of the denomination. These disturbing factors would not be present 
were the bill amended to provide for the voluntary coverage of ministers under 
the self-employment provision, where the contract would be with the individual 
minister rather than with the church. 

Finally, it seems that there would be problems in the administration of any 
system where the churches would need to enter into contract. Of the 29,496 
churches in the Southern Baptish Convention 19,295 are full-time churches: 
292 churches have services 3 times a month; 7,573 have services twice a month; 
and 2,304 have services once a month. Many of the men who serve as pastors 
of half-time or quarter-time churches serve more than one church. Many of 
these men need the coverage of social security greater than any other group, 
and under the self-employment provision it is assumed that their social security 
would be based on their total compensation rather than the amount received 
from any one church, which might or might not decide to enter the plan. For 
example, the average annual salary paid by the quarter-time church in the 
Southern Baptist Convention is only $259, and the average annual salary paid 
by the half-time church in the Southern Baptist Convention is only $610. This 
compares with the average annual salary of $2,666 paid by the 19,295 full-time 
churches. 

Therefore, Mr. Chairman, if H. R. 7199 is passed to provide for the voluntary 
coverage of ministers, we join with others in asking that the self-employment 
provision be made a part of the law. 


Dr. Warren. I am C. C. Warren, president of the executive com- 
mittee of the Southern Baptist Convention. 
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Since Dr. Routh has filed with you a statement which sets forth 
very clearly our position in the matter, 1 deem it necessary to take 
only just a few moments of your time. 

When this matter was brought to our attention, of course, we were 
concerned not in that we were petitioning or objecting, but we were 
concerned about any litigation which involved our large number of 
pastors throughout the South. 

Our committee then appointed three of our ablest members Dr. H. 
H. Hobbs, pastor of the First Baptist Church of -——, Dr. J. P. Gray, 
pastor of the First Baptist Church, New Orleans, and Dr. Allen West 
of the Woodmont Baptist Church, Nashville. These men made a 
thorough investigation and study of the entire matter and brought 
their recommendations back to our committee which were unanimously 
adopted. 

I shall not go into the recommendations since they are in the matter 
that has been filed with vou by Dr. Routh other than to say that the 
heart of our position is clearly and concisely set forth in item 2 of 
the recommendations which reads somewhat as follows: “That our 
body take the necessary action to secure for our people representation 
at the public hearing before congressional committee in Washing- 
ton. D. C.” 

It is our conviction request should be made in the light of all facts 
for a coverage bill less objectionable to our people and presenting 
fewer complications in the future. 

It should be a bill calling for the social security contract between 
the Federal Government and the individual without any sense in 
volving the churches. Such a bill, we believe, would eliminate involv- 
ment of the local church and all requests pertaining to the separation 
of church and State. 

It would also not disrupt the normal pastor-church relationship. 

Again, in our group we have a very large number of small churches, 
over 9,000. These churches are served by pastors who have to serve 
2 or 3: sometimes 1 pastor serves 4 churches. In the event the church 
was involved you can readily see there would arise endless questions 
concerning the matter of how much which church should pay and 
which ¢ hure h would agree to go in and which would not. 

We believe it would be greatly clarifying the matter if the local 
church could be left out and in such cases the pastor might pool his 
salary and that his contract might be with the Government. 

It is our hope therefore, gentlemen, that an amendment may be 
written that will involve only the individual and the Government. 

We are grateful indeed for this courtesy and privilege of present- 
ing these views to you. 

The CHamMan. We thank you very much for your statement. Are 
there any questions / 

The Chair hears none. 

Thank you, sir. 

Dr. Warren. Thank you, Mr. Chairman. 

The CuarrmMan. The next witness is Rabbi Simon Burnstein. 


STATEMENT OF RABBI SIMON BURNSTEIN, WASHINGTON, D. C. 


Rabbi Burnsrer. Mr. Chairman and members of the committee, I 
am Rabbi Simon Burnstein, the spiritual leader of the Southeast He- 
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brew congregation here in Washington, D. C. I have been the rabbi 
of this congregation for the past 12 years. 

I am also the president of the Ri vbinnical Council of Washington, 
D. C., which takes in also the adjoining counties of Maryland and 
Virginia. 

‘The Union of Orthodox Rabbis of the United States and Canada 
is a national organization of rabbis which has its headquarters in New 
York City. 

I have a telegram from the organization requesting that I present 
their views in favor of an extension of benefits under the Social Secu- 
rity Act so as to include rabbis. 

It is trite, but true, that a spiritual leader of a congregation has to 
be concerned with the earthly problems of old age and sickness just 
as every other person does. A rabbi receives a salary from his con- 
gregation. As long as the rabbi is young and vigorous he ministers to 
his flock and receives his salary. 

In countless instances the rabbi receives no salary even while in the 
full vigor of his faculties due to the financial difficulties which often 
beset his particular congregation. When a rabbi gets past the age of 
55 or 60, he has naturally lost much of his strength and health, seeing 
his flock, ministering to those whose spirtual needs he serves through 
jOy as well as sorrow, and when occasion requires it, giving comfort 
to those who mourn their dead, all of these experiences take thei) 
physical toll from the spiritual leader. 

It is right, therefore, that a rabbi should not become dependent on 
the charity of the members of his congregation when at 60 he can 
no longer take the physical punishment which he could take at the 
age of 30 

Therefore, a sound provision in our laws so as to give the rabbi a 
minimum sum sufficient for his daily needs with which to keep a 
roof over his head and of those depende nt upon him, seems to me to be 
a basic need of a healthy, democratic society. 

Should the spiritual leader die, his widow and his children should 
receive a minimum sum for their essential needs. They, too, should not 
be in the position of beggars. 

Alas, while many congregations can and do provide a life pension 
to a retired clergyman, most congregations have not the means to pay 
both the retired rabbi as well as his young and more vigorous successor. 

So I close my plea on behalf of the organization w hich I represent. 
I urge you to make proper provision in our laws for the rabbis in 
their old age, and on their death, for their widows and their children. 

Thank you. 

The CHatrman. We thank you very much. 

Mr. Kean will inquire. 

Mr. Kran. What was your recommendation, rabbi ? 

Rabbi Burnsrein. The recommendation that social-security benefits 
should include clergymen; that is, those that are salaried, of course, it 
should be taken off their salaries. ‘Those that are self-employed, that 
is receive fees, miscellaneous fees, they should, as other businessmen 
do, pay their own, on a voluntary basis. 

Mr. Kran. You have heard the testimony today and many of the 
church people seem to want to put the ministers in a special category 
of self-employed and then let them voluntarily choose to accept or 
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reject coverage. Of course, that would mean that the minister or 
rabbi would have to pay a higher tax himself. That would eliminate 
the share the congregation would pay if ministers were to be covered 
as employed persons. 

I wondered whether you favored the self-employed nly nag *h, o1 
whether you favored the general approach which is in the bill. As 
you know, when any church group says they want to come into the 
whole system, that the minister would be included also. 

Rabbi Burnsrern. I was authorized to speak on the general act, the 
general law for this committee. In short, not on the volunt: ary basis, 
but that we should come in just as any ordinary workingman in the 
United States is included in the act. 

Mr. Kran. You want in, period? 

Rabbi Burnstern. That is right. 

The CHatrMan. Thank you very much for your presentation to the 
committee. 

Are there any further questions ? 

The Chair hears none. 

Without objection, I move that a letter from Dr. J. Herman 
Baughn, of the Trinity Methodist Church, of Spencerville, Ohio, be 
inserted in the record at this point. 

Also, a statement submitted by Herschel H. Hobbs, chairman of 
the Social Security Committee, of extracts from minutes of the execu- 
tive committee of the Southern Baptist Convention, meeting in Nash 
ville, Tenn., December 16-17, 1953. 

(The material referred to is as follows:) 


TRINITY MerHopist CHURCH, 
Spencerville, Ohio, March 30, 1954 
Hon. Danret A. REED, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 

Most HOnorABLE Sir: As I understand from your letter of March 26, April 7 
is the date that testimony from the clergy will be heard on social-security 
Inasmuch as I will not be able to come to Washington to give my testimony 
personally on that date and as I understand from a previous letter that written 
testimony may be presented, I am herewith making a few statements relative to 
the subject matter. 

First, I am of the opinion that ministers should have the privilege of receiving 
the benefits of social security the same as other groups of people. 

Second, from my contact with ministers in general of all faiths, I find the cross 
section is wholeheartedly in favor of social security for them. 

Third, knowing the complex administrative plan of the churches, I know how 
difficult it might be to make the system workable in all of the many church 
denominations. Therefore I suggest that the Committee on Ways and Means set 
the minister in the same catagory as the small-business man, so that should his 
own church refuse for any reason to participate in social security it would not 
jeopardize the possibility of the minister coming under it’s benefits. And it 
would not preclude the church from assisting the minister in meeting the costs if 
they so wished. 

Fourth, as I look back on my years in the ministry, I believe there is no group 
of Americans who stand in greater need of such assistance in their declining 
years than that of the ministry because in most instances the small pension 
offered by the church is so small that it is wholly inadequate to meet any but a 
very small portion of the needs of a retired minister and his good wife. 

Sincerely, 
Dr. J. Herman BavcHn. 
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EXTRACTS FROM MINUTES OF THE EXECUTIVE COMMITTEE OF THE SOUTHERN BAPTIST 
CONVENTION MEETING IN NASHVILLE, TENN., DECEMBER 16-17, 1953 


ITEM 7 


Herschel H. Hobbs, chairman of the social-security committee, brought the fol- 
lowing report to the executive committee. The report was adopted with a change 
recommended by Louie D. Newton in point 1 under the recommendations. 

Pursuant to the action taken by the Houston convention, May 1953, referring 
the Garis T. Long (Virginia) resolution to the executive committee of the 
Southern Baptist Convention, the undersigned were appointed at the June 1953 
meeting of this body as a committee to study the matter of ministers of the 
gospel receiving social-security benefits and to report to this body at its De- 
cember meeting. 

During these intervening weeks, your committee has sought to acquaint itself 
with some of the multitudinous and intricate ramifications of this matter, 
commonly referred to as social-security coverage for ministers. 

In presenting our report today, we would first express appreciation for much 
valuable information received from Dr. Alexander, executive secretary of our 
relief and annuity board, and for the assistance afforded us by the presence, 
when we met on October 23, of Dr. Routh, secretary of the executive com 
mittee, and Dr. Storer, president of the Southern Baptist Convention 

The following, therefore, records our findings, together with certain recom 
mendations that we believe it our duty to present today for your consideration 


FINDINGS 


1, Your committee has found this matter is far from a simple one. Good men 
everywhere hold diverse views with regard to it. There is a wide divergence of 
opinion within our own denominational group. Men in all denominational fel- 
lowships are in disagreement. 

2. In this matter as in others, Congress seeks to know the will of the people. 
Were the churches of America in accord with regard to this matter, they could 
practically write their own social-security bill. Some denominational groups 
have voiced their convictions in opposition to minister coverage; other groups 
have expressed their desire to have their ministers covered. Thus far, Southern 
Baptists have remained inarticulate. 

3. A number of bills are now pending in Congress, purporting to include min 
isters under social security. They represent four bases of inclusion or coverage. 

4. Bill No. 6812 will be considered soon after Congress reconvenes in January. 
It calls for a voluntary coverage of ministers. However, the successors of those 
who choose coverage._would be automatically covered, having no choice in the 
matter thereafter. Thus it operates on the voluntary principle today, obligatory 
tomorrow. 

5. Any basis of coverage presents many problems to our Baptist ministers and 
other denominational workers which ought to be considered now. Perhaps the 
least objectionable to most Christian bodies, probably the least objectionable 
to southern Baptists, would be a coverage on the self-employed basis, called for 
in the Cole bill, H. R. 1236. Under this bill the social-security contract would be 
with the individual, and would not involve the church. 

6. Social-security coverage in itself is not adequate. It makes no provision 
for the totally and permanently disabled. It permits no withdrawal of payments 
made by the member. In most cases it offers no benefits under less than 10 
years’ participation. If the coverage basis be voluntary, neither employer nor 
employee severing relationship after years of participation can ever be covered 
again. 

7. Already a number of our boards, institutions, and agencies, and some 
taptist churches have covered their employees by social security as a substitute 
for what protection they formerly had under the retirement plans of our denomi- 
national board. In many cases, these workers are worse off than they were, 
which fact is tragic for them. : 

&. If social-security coverage is taken alone, either by the pastor of a church 
or by employees of some other denominational group, there may be in the future 
financial problems presented to the relief and annuity board for which there is 
no solution, greatly endangering the future soundness of the present retirement 
plans, unless heavily subsidized by the denomination. 
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9. It is evident our constituency remains uninformed as to many vital matters 
pertaining to this entire question. We believe that absolute freedom of action 
is desirable, but that final decisions should be made in the light of all the facts 
in the case, 

10. It is quite possible that our constituency will be facing this issue ; 
result of the passage of a bill in Congress before the St. Louis convention, June 
2-5, 1954. 


RECOM MENDATIONS 


Your committee therefore recommends : 

1. That the executive committee inaugurate at once a program of informatior 
through the Baptist program and the denominational press concerning the pro 
posed social-security program and our denominational retirement program. 

2. This body take necessary action to secure for our people representation at 
the public hearings before congressional committees, Washington, D. C., when 
ever such hearings are held. Many of the major denominations of America wil 
be represented there through the National Council of Churches of Christ, which 
body does not represent Southern Baptists. It is our conviction that request 
should be made, in the light of ail the facts, for a coverage bill least objectionable 
to our people and presenting fewer complications in the future. It should be a 
bill calling for a social-security contract between the Federal Government and 
the individual, without in any sense involving the churches 

3. Remind our entire constituency that the relief and annuity board is the 
denominational agency in the field of protective plans, retirement and otherwise, 
urging that in every case where social-security coverage is secured for our de 
nominational servants, it be in addition to that offered by the relief and annuity 
board, never as a substitute for that protection. 

Respectfully submitted. 

HERSCHEL H. Hoses, Chairman 
J. D. Grey. 
G. ALLEN WEST. 


The CHatrman. The next witness is Mr. Lloyd C. Halvorson, of 
the National Grange. 


STATEMENT OF LLOYD C. HALVORSON, OF THE NATIONAL GRANGE 


Mr. Hatvorson. Mr. Chairman, it is a privilege to appear here to 
present the Grange’s position on social security. 

First, the first question I will address myself to is do farmers want 
extension of coverage. 

It was in 1944 that the National Grange delegate body first voted 
for extension of coverage as follows: 

Whereas, it is one of the objects of the Grange to maintain better aud more 
secure standards for farmers and farm workers: Therefore be it 

Resolved, That The National Grange support legislation to extend social se 
curity benefits to agriculture. 

Though they said social security benefits, they did have in mind sur 
vivors’ and old-age insurance. 

Ever since 1944, the National Grange has favored extension of cover- 
age, though it has expressed some reservation as to feasibility of 
coverage. 

However, after careful study of administrative problems, a repre- 
sentative of the National Grange appeared before this committee in 
1946 and again in 1949 to request the Congress to extend coverage of 
OASI to hired farm workers and farm operators. 

At our last annual session held last November, the delegate body 
adopted this resolution: 

That the National Grange reaffirm its position requesting that old-age and 


survivors insurance be extended to farm operators if and when a simplified 
and workable application can be formulated. 
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You will note that the resolution deals only with farm operators. 
However, the Grange action of 1950 pertaining to hired farm workers 
still stands, which says: 

Resolved, first, that the present old-age and survivors insurance program be 
amended as soon as possible to cover all farmworkers and not only regularly 
employed. 

Second, that the so-called stamp plan previously advocated by the National 
Grange be used in connection with hired farmworkers in order to simplify 
compliance therewith. 

After ten consecutive annual sessions all asking for extension of 
coverage, there should be no doubt as to whether or not grange mem- 
bers are firmly convinced of the desirability of extension of coverage 
to farm operators and hired men. 

In the November 1953 issue of the National Grange Monthly, the 
lecturer of the National Grange had a page explaining the old-age 
and survivors’ insurance program and inviting granges to send in 
resolutions directly to the National Grange expressing their senti- 
ments for or against coverage. The number of resolutions asking for 
coverage was about four times as great as those against. 

I might add there were a few that came in with the expression 
that they did not know enough about it to decide. 

Since the extension of coverage to self-employed businessmen we 
have received some letters from older farm people somewhat indig- 
nant that while their contemporaries in business are retiring with a 
nice supplemental income from OASI, they have to struggle along. 

As we all know, it was possible after the 1950 amendment for a self- 
employed businessman to retire after 2 years of coverage and to re- 
ceive together with his wife up to $127.50 a month. It looks like rank 
discrimination to some not to be included. 

In some sections of the country, a good number of farm people have 
earned some OASI credits by having worked in covered employment 
at one time or another. Many will get no benefits from what they 
have paid in unless they get a chance to achieve permanent status 
under a plan of farm coverage. 

When I testified before this committee in 1950, I pointed out that 
in the long run it would hardly be feasible to cover regular farm- 
workers and not cover farm operators sooner or later. ‘The reason 
was, and still is, that some hired men become farm operators, and 
unless they have had 10 years of covered status they do not have 
permanent insured status, and in time lose their insured status 
completely. 

As there is no provision for refund, it is clear that it would be 
unfair not to allow a hired man who becomes a farm operator to 
continue under the program. 

Not only does the National Grange experience indicate that farmers 
favor coverage, but also studies by the land grant colleges in New 
York, Connecticut, and Wisconsin. I understand Texas, too, indi- 
cated the same. 

Do farm people need OASI coverage? ‘The figures presented by 
Secretary Hosby are dramatic on this point and bear repetition. 
Secretary Hosby said: 

In farm counties, almost one-third of the people who are 65 years old or 
older receive OAA while 13 percent receive OASI. In nonfarm counties the 


picture is almost the exact opposite—only 17 percent of the old people receive 
OAA while 36 percent receive OASI. 
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Having 1 out of every 3 old people in farming areas on public relief 
is not good for human dignity and morale, and not too desirable from 
the taxpayers’ standpoint, either. 

It is much better, we believe, to have an old-age retirement system 
to which all people contribute part of their earnings during their 
working days and are then entitled to benefits when they retire with- 
out undergoing a means test or feeling they are an unw ‘anted burden 
on taxpayers. 

It is a well-known fact that farming is one of the most hazardous 
occupations. Many farm breadwinners also lose their lives from non- 
farming causes such as automobile accidents and hunting accidents. 
Also, vital statistics are beginning to show that farm life no longer 
has its former health advantage over our big cities, especially in the 
infectious disease category. 

When this is coupled with the fact: 

1. That farm people have bigger families than city people; 
That farm people as a group have low life-insurance protec- 
tion; and 
. That farm wives generally are less well trained for the better 
jobs than city wives, we can see the compelling need for OASI 
coverage of farm people. 

Those opposed to OASI coverage for farm people usually point to 
farm ownership as evidence of no need. This argument could have 
been used against coverage for industrial workers because many in- 
dustrial workers were able to provide for their old age one way or an- 
other before OASI was instituted. This was recognized when OASI 
was created and, therefore, it was not set up to be the main repository 
for individual savings, but, rather, it was set up as a minimum pro- 
tection that workers should have as members of our soc iety to avoid 
becoming public charges at retirement or their dependents becoming 

public ‘charge at their death. 

"ioe though many farm people acquire sufficient property to pro- 
vide an income for old age, many young farmers do not have enough 
property to provide income for survivors in event of death. 

But also there are some farm people who remain farm workers all 
their life, some who are satisfied to be tenants, and some who cannot 
acquire enough equity even if they are owners. Furthermore, income 
from farm property is very uncertain. 

I might point out here that the Under Secretary of Agriculture, 
Mr. Morse, made a ver y good point in this regard. 

Farmers have to buy ‘all sorts of insurance, and there is probably 
no insurance as important as assurance of income for de _pendents and 
for old age. 

Furthermore, there is probably no major group who would get as 
good an insurance buy in OASI as farm people, because OASI favors 
those with large families and low incomes. 

Is it administratively feasible to cover farm operators and most 
of all hired workers? 

This question has been one of the major reservations of the Na- 
tional Grange. We are very pleased with the effort Secretary Hobby 
and the Internal Revenue Service have made to solve it. We are also 
pleased with their willingness to accept a workable solution even if it 
does not meet all the perfections of the modern-day accounting science. 
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Secretary Hobby pointed out in her testimony that of the 3.6 mil- 
lion farmers, about 1.0 million had a gross income from farming of 
less than $1,800 in 1953. 

It is this low-income group that has presented the greatest diffi- 
culty in administrative feasibility. They generally do not have sufli- 
cient income to be required to keep cost records under our income tax 
law, and some of the low-income farmers do not have sufficient 
education to determine their net income. 

At the same time it is generally easy to keep full records on sales. 
We endorse the idea of letting farmers with a gross income of less 
than $1,800 assume for OASI purposes that half of their gross income 
is net income, 

I should point out that I assume that by “gross income” is meant 
gross sales and not sales plus the value of produce consumed on the 
farm. 

Similarly I assume that the accounting procedure for determining 
self-employment farm income for social-security purposes will con 
form as closely as possible to income tax accounting procedure. If 
this is done, it will be a rather simple task for those farmers who are 
now paying income taxes to also file a social-security tax return. 

The most difficult problems will relate to determining what is or is 
not self-employment income. There will be many borderline cases. 

I asked some of the OASI people, for example, if a landlord who 
lets out his land on a share- cael is or is not receiving self-employment 
income. I was told it depends on the degree of control the landlord 
exercises over the management of the farm, and that no hard and fast 
rule based on type of lease could be laid down. With that I agree 
but it complicates the administration. 

What is or is not self-employment income becomes very important 
in the retirement. test. For example, a farmer who owns a 200-acre 
farm, but has moved to town, could enjoy both OAST benefits and in- 
come from the farm. so long as he does not do much work on the 
farm or have much or any control over the management of the farm. 

However, if he crosses the fine line of control all the income from 
the farm becomes self-employment income and it is likely to be suffi- 
cient to disqualify him completely from OAST benefits. 

These questions and problems appear so formidable one is nearly 
discouraged, but apparently there is a workable answer. Self-em- 
ployed businessmen have now been covered for 314 years, and about 
the same problems have arisen there, I am sure. In fact, the problem 
may be even more complicated because of the number of partnership 
arrangements in the business field. 

Given some time, we believe the Bureau of Old-Age and Survivors 
Insurance will develop a sound and clear-cut formula for determining 
self-employment income and retirement. 

In collecting social security taxes, we trust the Internal Revenue De- 
partment can ‘and will take into account the different patterns of farm 
income flow throughout the country. The committee report should 
show this intent. 

In regard to coverage of hired farmworkers, you will recall that 
the Grange resolution called for use of the stamp plan as a simple 
and easy administrative device. When farmers employ a large num- 
ber of seasonal workers for a short time, the bookkeeping task ‘of com- 
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plying with the social security tax could become quite onerous if not 
intolerable. 

The committee should give the Internal Revenue Service authority 
to use simplified re porting methods and indicate to the IRS their in- 
tention that some simplified method be used if farmers request it. 

We believe that under a realistic policy of adjusting reporting 
methods to the farmers’ situation, extension of coverage of all farm 
workers earning $50 or more in a quarter may in the long run simplify 
the administration by eliminating the prob lem that now exists in de- 
termining who is or is not regularly employed. 

Problem of a fair start for farmers: When the self-employed busi 
nessmen and others were first covered in the 1950 amendments a new 
start provision was made so that even though businessmen and other 
newly covered groups had not been covered from the beginning of the 
OASI program in 1937, they would be able to get just as large a 
benefit as those industrial workers who had been in the program from 
the start. Under the new start provision most all the current work 
ers were able to use January 1, 1951, as the beginning point in de 
termining their average monthly wage for benefit purposes. This 
even helped the industrial workers because their average monthly wage 
was much higher in 1951 and subsequent years than in the period 
1937-51. 

The new-start provision also made it possible for newly covered 
groups to attain fully insured status in 6 quarters. This is especially 
significant to wives whose husbands die before retirement age. 

Because farmers and other to-be-covered groups will have no earn 
ings record for 1951-54, and because averaging a zero for these years 
with income after January 1, 1955, would greatly reduce the average 
monthly wage for benefit purposes, something must be done to change 
the present law. 

A new start as was provided in 1950 is required for full justice to 
the newly covered groups, and it is both sound and activa to 
provide a new start. 

The consultants to Secretary Hobby in their report of last August 
said: 

It will be noted that we have not recommended a new start for newly covered 
groups similar to what was done in 1950. While we think such an arrange 
ment would probably be practical if coverage were extended to substantially 
all workers now excluded, we believe that our proposal is superior to the 
alternative of a series of new starts. 

If a new start is practical it should certainly be used for reasons of 
justice to newly covered groups. 

The bill, H. R. 7199, brings in most all groups not already covered 
and there would not need to be a series of new starts. 

We like the prov isions in the bill allowing a covered worker to drop 
the 4 worst years 1 his earnings record 1 In computi ition of the aver: age 
monthly wage, but it is hardly right to expect the newly covered 
workers to allot these 4 t “dropout years” to cover 1951-54, when the 
lack of an earnings record was due to the fact that Congress did not 
give them the opportunity to participate in the program in 1951-54. 
Farmers have very erratic income and there is no group that needs 
the dropout provision as badly as they. 

If this committee fails to see this matter as we do, we hope that it 
will at least allow 5 dropout years so farmers will have 1 free dropout 
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year in computing their average monthly wage or earnings for benefit 
purposes. In the long run, it would be probably proper to allow 
dropout year in each 5 years of coverage. 

We also respectfully request that if no general new start provision 
is included in the bill that a new start provision be made for purposes 
of insured status. Under such a new start provision newly covered 
workers would have fully insured status in 6 quarters or 2 years. 

Under the provisions of H. R. 7199, it will take 4 years for workers 
who are 61 years of age or younger to acquire fully insured status. In 
these extra 2 years many farm wives will be widowed and will receive 
no OASI benefits at age 65 unless our suggestion is adopted. 

In view of the fact that farm people will be ¢ oming into the OAST 
program when social-security tax rates have been raised to reflect 
closer approach to maturity rates, and at the same time that few farm 
people will be drawing benefits, this new start for insured status is not 
too much to ask, it seems to us. 

There are many issues in social security on which the Grange has no 
osition. In general, I would judge that our members believe that 
OASI should be held at a minimum level of protection and that it 
should not become so high as to displace regular individual savings 
needed for individual enterprise and capital formation. The benefit 
formula should be held as closely to actuarial principles as possible 
consistent with achieving the minimum income security for those with 
large families and/or low incomes. 

We believe that the Congress should go slow in increasing benefits 
until the social-security tax is raised to the actuarial level necessary to 
cover it. Only then will we know if the people are willing to pay the 
taxes necessary to sustain the benefits. 

Irom letters and conversations I would judge that our members 
wholeheartedly approve the changes in the retirement provisions 
found in H. R'7199. It is sound and socially desirable to allow OASI 
recipients to earn $1,000 a year in addition to their OASI benefits. 
It is also desirable to put employees and self-employed on the same 
basis. 

Many Grange members feel that social-security benefits and private 
pension benefits now being enjoyed by industrial workers are largely 
passed on to consumers. ‘If workers by collective bargaining secure 
higher health, welfare, and retirement benefits, the companies seem 
to raise their price simultaneously, or the next week. 

Sometimes they seem to make it up by paying less for raw materials. 
Since 1948 the dollars paid to farmers for the items going into the con- 
sumer’s annual food basket has come down from $498 in 1948, to $455, 
in December 1953, and at the same time marketing charges have gone 
up from $496 to $550, so the consumers pay $1 more for the same food 
basket, in spite ‘of the big drop in farm prices. 

It is doubtful that farmers will be able to pass much of the social- 
security tax on to the consumers and the economy generally, but yet 
they need OAST and want it. 

Certainly the self-employed tax rate of 114 times the employee rate 
is plenty high as applied to self-employed farm operators, and cer- 
tainly there should be a new start so as to put farm people on an equal 
basis with other workers. 

That concludes my written statement. 
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The Cuarrman. We thank you very much for your appearance 
here. 

Are there any questions? 

The Chair hears none. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(The following information was submitted for the record :) 


PapucaH, Ky., April 5, 1954. 
COMMITTEE ON WAYS AND MEANS. 

GENTLEMEN: I deeply appreciate the privilege of making a statement, in my 
feeble way, on behalf of the forgotten farmers in the matter of extending social 
security to the farmers. So many claim to be farmers who are not farmers, 
please permit me to define “farmer.” The farmer is a man who owns a farm 
and depends upon his and his family’s work on the farm for a living. The farm 
families are the only class of common laborers in our Nation who are excluded 
from the benefits of the Social Security Act. 

At the present time the work on the farm is done by the father, mother, and 
small children; the older children have gone to greener fields, and they keep 
leaving until only the old man and old woman is left to do the work. This father 
and mother toil on for several years and make a very good living. Finally the 
long days, the heavy, hard work, and the inclement weather wears them down, 
they tire quickly, they get slow and cannot accomplish much at their work. They 
have to continually spur themselves on if they get an existence from the farm 

Maybe through these long years they have paid for the farm, but a farm is 
worth little to these old, wornout women and men; they are not able to work it. 
If the farm is not worked it will not produce. So the farm to them is just a 
shelter. All of this talk about the hired man on the farm is idle chatter. I do 
not know a hired man in this county. I don’t believe there is one. All have 
gone to lighter work, shorter days, and bigger pay. Thus the old women and 
men are helpless so far as farming is concerned. 

In this State and county, old people cannot get the old-age pension if their 
property is assessed as much as $800. So these old, wornout women and men 
on the farm are pitiful. They cannot get old-age pensions because they own a 
farm; toorich. They cannot get social security because they are farmers 

Many old men have come to their death trying to work on their farms—they 
could not get anyone to do the work—five in our community. Mr. Brookshire 
fell from his tractor, his trousers hung in the machine and it drug him a short 
distance; his trousers tore and released him. He walked to the house but died 
the next day. The doctors could not find any injury. They said the tractor 
dragging him was too much for a man of his age. He was 76 years old. Mr 
Rawlinson was found dead in the field. He had fallen from a hayrake. The 
others died in similar ways. Mr. Rawlinson was 80. All of them struggling 
to get an existence from their farms. I was well acquainted with them and was 
grieved to hear of their deaths. 

In 1952 they were at the social-security office the day I was there. There 
were several men at the office that day, all to learn what they had to do to 
qualify for social security. One of these men had quit the farm several years 
ago and gone into the monument business—he could qualify for social security 
All of the others were farmers. They were told the farmers had been excluded 
from social security and could not qualify. Gentlemen, I trust you will not 
consider me impertinent when I ask you: Is this a Government for all of the 
people, or just a part of them? 

It may be I am dealing in little things too much, but everything on the farm 
is a little thing. This will give you some information about conditions on the 
farm. I believe it was Woodrow Wilson who said: “Legislation can be no 
better than the information the legislators have on the subject.” 

I think legislators put too much stress on information received from groups 
Groups have bosses and too often the position taken in the name of the group is 
the position of the bosses. 

For instance, I asked several Farm Bureau members what position does the 
Farm Bureau take on extending social security to the farmers? None of them 
knew anything about it. I went to the Farm Bureau office. The president was 
at home. I phoned him, and he said he did not know what position the Farm 
Bureau took on extending social security to the farmers, if any. He said he 
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thought any farmer could get social sceurity if he wanted it. He was very 
positive that the farmer had not been excluded from social security. I saw he 
knew nothing about it, thanked, and hung up. I contacted a newspaperman 
who loaned me a book, entitled: “1954 Policies of the American Farm Bureau 
Federation.” This book of policies covers many subjects. On page 51 we find 
“Social security.” It takes the position, in substance, that after 3 years of 
experience with coverage to the self-employed it cannot determine whether it is 
practical to extend coverage to the farmer and it should be further deferred 
until more satisfactory experience is obtained. If this outfit cannot get satis- 
factory experience in 3 years, how much longer must the farmers endure this 
unfair imposition forced upon them when they were excluded from social- 
security benefits in 19517 

I quote the first paragraph of the “Foreword.” ‘The following resolutions 
represent the best thought and mature judgment of 1,591,777 farm families, 
members of farm bureaus in 48 States and Puerto Rico.” 

Every man in the United States is eligible to membership in the Farm Bureau 
and many of its members are not farmers, they are professional men, bankers, 
merchants, anyone who can be persuaded to join the Farm Bureau. It is a 
very careless statement that all of them are farm families. The 1952 census 
shows 9,758,000 farmers in the United States. If the Farm Bureau’s 1,591,777 
members were all farm families, and they are not, would the Farm Bureau have 
the right to say what should be done to, or with, the more than 8 million 
farmers who are not members of the Farm Bureau? 

The farmers are weak and gullible and do not resent when they are imposed 
upon, they are showing some improvement. They are showing more interest 
in this social-security legislation than I ever observed them taking in anything 
before. Some of them are disgruntled and it is proper they should be. In 1952, 
they gathered at the social-security office to be surprised, embarrassed, and 
disappointed when they learned they had been excluded from social security 
They could see the unfairness of that act. In 1953 they were again disappointed. 
They expected Congress to correct the unfairness that was visited upon them 
jn 1951. It did not do it. If the farmers are turned down this time, they will 
not gang the social-security office. They will know what has been done to them. 
They are keeping up with it. 


Practically all other classes of people have social-security coverage. The 
farmer is entitled to this coverage—he needs it, he wants it. 
I thank you. 


PRroctoR HOLLOWELL. 








First Baprist CHURCH, 
Crystal River, Fla., March 17, 1954. 
In re bill placing ministers under social security. 
Ways AND MEANS COMMITTEE, 
House of Representatives, 
Washington, D. C. 
(Attention: Hon. Syd Herlong. ) 


GENTLEMEN : I wish, as a minister of the Baptist denomination for many years 


and as pastor of a Baptist church, to register my approval of the proposed bill 
now under consideration to include ministers in social security. 

I beg your consideration of the following reasons for my position in thus 
favoring including ministers in said bill. 

First, I heartily favor including ministers in social security because the plans 
of annuity as offered by Southern Baptist denomination do not, according to evi- 
dence I produce herewith, meet with the favor of many active Baptist pastors, 
to wit: The annual report of the relief and annuity board to Florida Baptist 


Convention, November 12, 1953, by Allan R. Watson, of West Palm Beach 


on 
page 9S, says: 


“While the ministers and their families in our State have received 
great help, we have failed to participate in the program as we should. There 
are SS7 pastors in the State and only 354 of them are paying members of our 
relief and annuity plan. There are 980 churches and only 496 are participating 
in this program.” 

Second, I favor including ministers in social security because the present 
annuity plans of Southern Baptists appear to be inadequate and improperly 
financed, being dependent in large measure upon free-will offerings, as shown 
by evidence from the annuity annual report to convention, 1953, page 97, which 
reads as follows: 
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“The 424-percent allocation of Southwide Cooperative program funds is not 
sufficient to meet the relief needs in the several States, and the relief and annuity 
board spent more in 12 States than was received from those States. The 
churches are requested to heed the request and take an offering (for above 
project) on * * * the observance of Lord’s Supper.” 

In the third place, I favor including Southern Baptist ministers (and all 
other ministers) in the social-security laws, because it appears from the evi- 
dence submitted herewith that those ministers who have been instrumental in 
raising missions funds through the years since the Ministers’ Relief Board was 
authorized and organized by Southern Baptist Convention in 1918, a percentage 
of said funds going into the relief board funds, are now excluded from relief, 
if they fail to enter and pay toward annuity plans adopted at or about the time 
the adoption of the Social Security Act. I quote again, as substantial proof 
of above fact, from the Florida Baptist Convention minutes of 1953, annual re- 
port on relief and annuity, page 97, which reads as follows: 

“Since June 1, 1953, pastors in active service in Florida who have refused 
(not deemed it wise) to enter the ministers’ retirement plan will no longer be 
eligible for assistance from the relief department.” 

May I remind you that ministers’ relief in Southern Baptist convention an 
tedates by many years the adoption of the annuity plan. Yet those who worked 
for and contributed to that relief fund through the mission’s plans during the 
years since its organization, and who now fail to join the annuity plan which 
was organized a few years ago, are now denied any benefits from said relief 
funds. And now again our denominational leaders are offering still another 
new plan to take the place of the plan in force these past several years. Why? 
I do not know. 

Therefore, gentlemen, I contend and believe that religious organizations are 
entirely out of their sphere when they enter the field of insurance and annuity. 
And that ministers should be included in social security. 

I further contend that ministers whose labors go far toward maintaining 
our Government; whose interests are for the betterment of humanity; who 
labor for law and order and the good of the community in which they serve; 
and who pay taxes like other citizens, are entitled to be included in the benefits 
of social security. 


I further contend that to deny ministers social-security benefits is to deny 
them the rights of citizens. 

I have no authority to speak for that great majority of our ministers who 
are not now covered, but I do speak as one of them. Please consider the above 
facts as you consider the proposed social-security bill to include ministers. 

Respectfully and sincerely, 


E. ALLEN BURNETTE. 


ForeiGN MIsstons AND OVERSEAS INTERCHURCH SERVICE, 
THE BOarpD OF FOREIGN MISSIONS OF THE PRESBYTERIAN 
CHURCH IN THE UNITED STATES OF AMERICA, 
New York 10, N. Y., April 6, 1954. 
Re proposed liberalization of the social-security laws, exclusion of board and room 
in applying $75 or other monthly limitation on wages of beneficiaries. 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, 
Washington, D. C. 

GENTLEMEN: The existing denial of social-security payments to a person other- 
wise qualified who before reaching the age of 75 earns “wages” of more than 
$75 a month in “covered employment” works a very great hardship not only on 
this board, but on other Presbyterian boards and to my knowledge on many 
similar organizations coming under the National Council of the Churches of 
Christ in the United States of America. I am sure it must have this unfortunate 
influence on many, many other organizations as well. 

The reason for this is that unlike the analogous situation under Federal in 
come-tax regulations the value of board and lodging must be ascertained and 
added to any cash compensation in determining whether the $75 limitation has 
been exceeded. 

In operating dwelling units for retired personnel we find it advantageous to 
engage one of their number to act as superintendent. Such an arrangement 
makes it possible for us to have adequate supervision at a much lower cost than 
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would be entailed in bringing in an outside expert, but this advantage is sub 
stantially lost where monthly benefits are deemed forfeited. It operates unfairly 
both on our board and on our retired missionary selected to act as superintendent. 
The reason for this is that most of the value placed on the board and lodging 
is for the convenience of our board and does not have to be incurred by the po- 
tential recipient of social-security benefits where he is there purely in the capac 
itv of a guest. Recognition to this kind of situation is already given in the 
ease of agricultural workers, domestic service and service not in the regular 
course of an employer's trade of business where the reasonable value of such 
board and lodging is not included in determining the employee’s “wages” for 
any purpose. 

There appears to be no valid reason why our retired personnel should not 
receive as favorable treatment as that accorded to elderly farm employees or 
domestic servants. It appears only an exercise of elementary fairness to give 
them equal treatment, for they are constrained just as truly by the nature of their 
duties to charitable institutions, such as homes for the aged, to be closely con 
fined to the premises. 

The requested change could be accomplished by a simple amendment of the 
definition of the term “wages” in section 409 of title 42 of the United States Code 
or by an amendment to section 408 dealing with the S75 limitation We sin 
cerely request such a change or any other change competent to produce the 
constructive result that we have proposed. 

I enclose two copies of this letter in the thought that they may facilitate 
consideration of the contents by members of the committee individually. 

Respectfully yours, 
CHARLES T. LEBER, 
General Secretary 


UKRAINIAN ORTHODOX CHURCH OF AMERICA, 
New York, N. Y., April 2, 1954. 
Hon. DANIEL A. REED, 
Chairman, House Office Building, Washington, D. C. 

Dear Sir: Referring to the letter of the National Council of Churches of 
Christ in United States of America, dated April 1, 1954, we submit the decision 
of the consistory of the Ukrainian Orthodox Church of America which is under 
spiritual jurisdiction of an oecumenical patriarchate of Constantinople. 

Decision: “Extension of the Federal social security to our ordained clergy- 
men, i. e., ordained bishop, ordained priest, and ordained deacon, was endorsed 
at New York, N. Y., at the annual session of the consistory of the Ukrainian 
Orthodox Church of America of which ruling bishop is the Most Reverend Arch- 
bishop Bohdan (Shpilka), on February 4, 1954, by all members of consistory 
unanimously.” 

“Our Ukrainian Orthodox Church in America is an Eastern Christian Church, 
the first Church of Christ and Apostles. We have an ordained priesthood, 
ordained bishop, ordained priest, and ordained deacon who are clergymen for 
the lifetime.” 

Sincerely yours, 

[SEAL] Archbishop BoupaAn. 

Very Rev. Dr. VoLtopymMyr LewyTzxy, 
Secretary. 


NATIONAL CATHOLIC WELFARE CONFERENCE, 
LEGAL DEPARTMENT, 
Washington, D. C., April 13, 1954. 
Hon. Dante A. REEp, 
Chairman, Ways and Means Committee, 
United States House of Representatives, Washington, D. C. 

Dear Mr. Reep: I desire to express to the members of the House Committee 
on Ways and Means the opinion of the National Catholic Welfare Conference 
on the proposed extension of the old-age and survivors insurance program to 
include ministers of religion. 

The language of H. R. 7199, which I understand is the principal bill under 
consideration by the committee, would extend OASI coverage to ministers of 
religion under a plan which is almost identical with the method by which cover- 
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age was extended to lay employees of religious organizations through the Social 
Security Act amendments of 1950. 

This method of coverage assumes that priests and ministers are employees. 
Such assumption is not in accord with the true nature of priestly functions and 
the manner in which they carry on their ministry. 

With this thought in mind, and conscious of the fact that there is a desire on 
the part of many persons to have OASI coverage extended to ministers of religion, 
I respectfully suggest to the members of the committee that such coverage could 
be provided for these churchmen, at the same time respecting their ministerial 
character. 

It is suggested that the members of the committee provide this desired coverage 
by treating ministers of religion as self-employed persons. Such extension of 
coverage could be provided with adequate protection for the stability of the 
system. For instance, a provision could be inserted stipulating that a minister 
of religion desiring coverage must indicate his desire to participate in the pro 
gram within a specified period after the enactment of the amendments, or within 
a specified period after he becomes eligible for the coverage provided by the 
proposed amendments. 

If a minister of religion is regarded, solely for the purpose of the social 
security law, as a self-employed person he could elect to be covered by the old-age 
and survivors insurance provisions of the law, or not, as he chooses. Thus the 
program would be extended to all those desiring coverage At the same time, 
the traditional American attitude toward the church and its ministers would 
be preserved. 

This opinion is confined to the secular clergy as distinguished from that group 
of clergymen who are members of religious orders. Aithough religious orders 
are integral parts of the Catholic Church their members are subject to religious 
vows and as such are in a somewhat different category for the purpose of OAST 
coverage, The vow of poverty which they take excludes the acquisition of 
personal income and thereby renders them ineligible. It is therefore suggested 
that the present exclusion of this group be retained in any legislation reported 
by your committee. 

Respectfully yours, 
EUGENE J. BUTLER. 


THe EVANGELICAL LUTHERAN CHURCH, 
OFFICE OF THE GENERAL SECRETARY, 
Minneapolis, Minn., April 20, 1954. 
WAYS AND MEANS COMMITTEE MEMBERS, 
House of Representatives, Washington, D. C. 

DEAR Sirs: Now that the time for action on extending social-security cover 
age to ministers seems to be at hand, I appreciate this opportunity to remind 
you of the following resolution of the Evangelical Lutheran Church passed at 
its 1952 general convention. The Evangelical Lutheran Church is composed 
of nearly a million members and its general convention is somewhat unique in 
this that all pastors serving congregations are delegates (as well as laymen, 
of course, who also represent congregations as delegates). The resolution 
follows: 

“Whereas the Federal Government has greatly broadened its policies regard- 
ing old-age Federal security ; and 

“Whereas an earlier position which ruled out benefits for all employees of all 
church organizations has now been reversed so as to include all unordained 
workers on a voluntary basis, providing at least two-thirds volunteer in any 
given organization; and 

“Whereas it has been finally and officially decided that all ordained workers 
are excluded from coverage unless they are definitely employed in sueh work 
as janitorial service; and 

“Whereas even ordained men who do services on our college faculties com- 
parable to that given as laymen in the same areas of service are ruled out from 
benefit coverages ; and 

“Whereas many church denominations are at this time reversing earlier posi- 
tions by memorializing Congress to extend coverage to all ordained ministers 
and others serving the church in various positions so as to allow them to be 
covered on a voluntary basis; and 
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— 


“Whereas the Federal Government has made such exclusions at the request 
of the churches and would be willing to extend the coverage if it should prove 
to be the wish and will of the various church denominations: Therefore, be it 

“Resolved, That the Evangelical Lutheran Church, assembled in its 20th bi- 
ennial convention, does hereby memorialize the Congress of the United States 
to extend said social-security coverage so as to include all ordained ministers on 
a voluntary basis and that action be taken at the earliest possible moment; and 
be it further 

“Resolved, That copies of these resolutions be dispatched at once to the proper 
Federal officials as well as to all Senators and Congressmen in the United States 
Congress.” 

In the light of subsequent discussion and developments, the church council 
of the Evangelical Lutheran Church passed the following resolution early this 
year: 

“Whereas the extension of social-security coverage to ministers is being con- 
sidered by the Congress of the United States; 

“Whereas the Evangelical Lutheran Church has gone on record favoring such 
extension ; 

“Whereas certain specific features of such proposed legislation now need 
further expression from the church; 

“Whereas social-security coverage for ministers should provide for freedom 
of choice to the ordained minister in order that the principle of separation of 
church and state be kept inviolate: Therefore, be it 

“Resolved, That the extension of social-security coverage to ministers should 
include the following points: 

“(a) That the plan adopted shall be on a voluntary self-employed basis, which 
will make it permissive in character, to avoid any possible taxation or super- 
vision of churches by the state. 

“(b) That the act safeguard the conscience of the individual minister, and 
that the action of a minister shall in no way be binding upon his successor in 
office. No compulsion shall be involved. 

“(c) That in the interest of the soundness of the plan, we are willing that 
certain safeguards, which are calculated to make the application of the act prac- 
tical, be provided, such as that of a group inclusion (for instance, there might 
be a provision that ministers must choose whether or not they desire to be 
included within 1 year after ordination. This would insure a wide age range 
within the group and would counteract any tendency to have enrollment simply 
on the part of those approaching retirement age).” 

Your consideration of the viewpoints herein: expressed in formulating social- 
security legislation in this area is hereby respectfully requested. 

Sincerely, 
O. H. Hove, General Secretary. 


(Thereupon, at 11:45 a. m., the committee was recessed, to reconvene 
at 10 a.m. Thursday, April 8, 1954.) 
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THURSDAY, APRIL 8, 1954 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. 
The committee met at 10 a. m., pursuant to recess, in the hearing 
room of the Committee on Ways and Means, House Office Building, 
Hon. Daniel A. Reed (chairman of the committee) presiding 
The CHamman. The committee will come to order. 
Congressman Merrow of New Hampshire will be the first witness. 
If you will give your full name for the record, please. Of course we 
all know you, and we are delighted to have you here. 


STATEMENT OF HON. CHESTER E. MERROW, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW HAMPSHIRE 


Mr. Merrow. Mr. Chairman, Chester E. Merrow, Representative 
of the First District of New Hampshire. 

Mr. CuarrMan. I appreciate the oportunity that you and the com- 
mittee have given to me to appear during the hearings on H. R. 7199, 
H. R. 6863, and other bills. 

Mr. Raymond C. Magrath, treasurer of the University of New 
Hampshire, is presenting a statement on behalf of the Association of 
Land Grant Colleges and Universities and the National Association 
of Universities. 

I am familiar with Mr. Magrath’s statement which he is going to 
present to the committee, and I wish to go on record as being in accord 
with the stand he is taking. 

I hope, Mr. Chairman, that your committee will see fit to give favor- 
able consideration to an amendment of the Social Security Act so that 
publicly supported universities and colleges may cover their employees 
and their staffs under the Federal Old-Age and Survivors Insurance 
Act without eliminating their own retirement systems. 

The CHatrman. We thank you for your statement. It will be made 
a part of the record. 

Mr. Merrow. Thank you, Mr. Chairman. 

The CuarrMan. I want to read statement and then I will call an- 
other witness here. 

The House meets at 11 this morning and it is expected that legisla- 
tion will be brought up in which the members of the committee are 
interested. I notice that we have a rather long list of witnesses this 
morning. However, in fairness to all who are scheduled to testify 
I am going to ask that each witness limit himself to a maximum of 
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10 minutes for his presentation. Any additional material that a wit- 
ness may desire to submit for the record will be received. 

Now I am going to call the Honorable D. R. Matthews for a brief 
statement. 


STATEMENT OF HON. D. R. (BILLY) MATTHEWS, A UNITED STATES 
REPRESENTATIVE FROM THE STATE OF FLORIDA 


Mr. Matruews. Mr. Chairman and gentlemen, I am D. R. (Billy) 
Matthews, Congressman from the Eighth District of Florida. 

The CHatrMan. We are glad to have you. 

Mr. Marrnews. I appreciate so much, sir, your permitting me to 
make this brief statement. All my life I have lived within 15 miles 
of the University of Florida, which is located in my congressional 
district. I had the great pleasure of being associated with the admin- 
istration of that university for some 18 years. 

The acting president, Dr. John Allen, has written me and has ex- 
plained the testimony of Mr. Raymond C. Magrath, who will appear 
before the committee some time later on in the day. 

I would like to associate myself with the views of Mr. Magrath 
and to say that they represent the views of the faculty of the Uni- 
versity of Florida. 

Thank you very much. 

The CHAIRMAN. We thank you very much for your appearance and 
the information you have given us. 

The next witness is the Honorable Brooks Hays, of Arkansas. 


Mr. Hays. 


STATEMENT OF HON. BROOKS HAYS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ARKANSAS 


Mr. Hays. Thank you, Mr. Chairman. 

I am Brooks Hays, representing the Fifth Congressional District of 
the State of Arkansas. 

I have a local situation to present, Mr. Chairman, but it might apply 
to the other situations, and for that reason I ask the indulgence of 
the committee for a very brief statement. 

The present social-security law provides that old-age survivors in- 
surance can be made available to State and local employees whose jobs 
are covered by a State or local retirement system only if the retire- 
ment system is terminated before the State and Federal old-age and 
survivors insurance agreement is made applicable to the coverage to 
which they belong. 

The employees of the city of North Little Rock are excluded be- 
cause they were in positions covered by a retirement system at the 
time the group to which they belonged was brought under old-age and 
survivors insurance. The retirement system which covered these em- 
ployees was, however, discontinued in March 1951... Since that date 
these employees have been without coverage of any kind. I am ad- 
vised by Mr. Wilbur Cohen that the chairman’s bill, H. R. 7199, does 
provide the steps of coverage to them provided the two-thirds vote 
is favorable. For that reason, Mr. Chairman, I urge the retention 
of those provisions that will make applicable the present provisions 
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to excluded groups because of the repeal of their system at the time 
their States entered into the agreement. It is a fair and equitable 
provision and I trust that the bill in its reform will be retained and 
that it will be adopted. 

The Cuairnman. Mr. Jenkins will inquire. 

Mr. Jenkins. One question, Mr. Hays: Do you give in your state- 
ment the chronology of the happening of these different events you 
are talking about / 

Mr. Hays. I will do that, Mr. Jenkins, if I might have permission 
to extend my remarks. 

Mr. Jenkins. Thank you. 

The Cuatrman. We thank you very much for your appearance. 

Mr. Jenkins. You will give us the whole story that way. 

Mr. Hays. Thank you. 

(Mr. Hays’ statement follows :) 


STATEMENT BY CONGRESSMAN Brooks Hays 


The present social-security law provides that old-age and survivors insurance 
can be made available to State and local employees whose jobs are covered by a 
State or local retirement system only if the retirement system is terminated 
before the Federal-State old-age and survivors insurance agreement is made 
applicable to the coverage group to which they belong 

The employees of the city of North Little Rock, Ark., have been excluded from 
old-age and survivors insurance because they were in positions covered by a 
retirement system on January 1, 1951, at which time the coverage agreement 
applying to the State of Arkansas was executed. The retirement system which 
covered these employees was discontinued in March 1951 and since that date 
these employees have been without retirement benefits of any kind. 

This municipality is now losing competent and experienced employees to 
private industry as they desire to protect themselves and their families under 
some type of retirement system. Since municipal employees are not now covered 
by social security, qualified individuals are refusing to enter municipal employ- 
ment because such protection is not given I therefore urge that the committee 
retain the features of H. R. 7199 which will correct this situation. 

I also endorse proposed amendments to permit employees of State institutions 
of higher learning, now covered by existing retirement systems, to receive old-age 
and survivors insurance coverage There is an urgent need for this additional 
coverage by college and university faculties. The earlier systems are now inade 
quate and old-age and survivors insurance benefits are needed to supplement 
existing plans. 


The CuatrmMan. The next witness is Mr. Raymond J. Heath, repre- 
senting the Joint Committee of Public Employees Organizations. 
Will you give your name and connection for the record, please. 


STATEMENT OF RAYMOND J. HEATH, EXECUTIVE SECRETARY, 
PUBLIC EMPLOYEES’ RETIREMENT ASSOCIATION OF COLORADO; 
REPRESENTING THE JOINT COMMITTEE OF PUBLIC EMPLOYEES’ 
ORGANIZATIONS 


Mr. Heatn. Mr. Chairman and members of the committee, my name 
is Raymond J. Heath. I am executive secretary of the Public Em- 
ployees’ Retirement Association of Colorado, but today I am appear- 
ing as spokesman and coordinator for the Joint Committee of Public 
Employees’ Organizations. 

This joint committee consists of representatives of National Council 
on Teacher Retirement of the National Education Association, the 
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Municipal Finance Officers’ Association, National Conference of Pub- 
lic E 4mp lovee Retirement Systems, the Fraternal Order of ae the 
National Conference of Police Association, the International Associa- 
tion of Firefighters (AFL) 

Each of these groups will present testimony in their own behalf for 
you to consider. These national organizations through the medium 
of the joint committee have worked for years in an attempt to reach 
a common under standing among the p yub lie employees of the Nation— 
State, municipal, school, fire, and police, as to the proper relationship 
between long-established State and local retirement systems and the 
Federal old-age and survivors insurance program. 

Therefore, we believe that we reflect the consensus of opinion of 
the majority of some four or five million of such public servants 
across the Nation in respect to the proposed amendments contained 

1. H. R. 7199 which would permit extension of OASI coverage to 
sl ylie emp ylovees now covered by State and local retirement systems. 

May I state that we are neither all for nor all opposed to H. R. 
7199, insomuch as it would affect retirement coverage of public 
employees. 

We have, however, arrived at some common conclusions which we 
would like to present for your consideration today. 

It is my purpose and delegated function to briefly state our posi- 
tion, with a summary of our basis therefor, and then to call upon 
the representatives of those national groups to tell you their own 
reasons for these conclusions. 

Let me say first that we are not op posed to so-called social-secur ity 
coverage for public-employee groups who have no retirement cover- 
age at the local level. We do not attempt to speak for that category 
of governmental employees. 

Second, we were instrumental in 1951 in urging the inclusion of 
section 218 (d) in the present OAST statute which precludes the 
extension of the Federal-insurance program to public groups under 
existing retirement plans. 

It was our understanding that that section would prevent OASIT 
extension, or substitution of OASI, for our old and well-established 
retirement plans, to the detriment of our members. 

But some local and State governments have seen fit to repeal 
existing retirement systems in order to substitute the Federal plan 
in lieu thereof; sometimes under the guise of saving or decreasing 
costs to the political entity, or in order to provide the individual 
members with the alleged advantages of the Federal plan. 

It is, however, our conviction that social security is not designed 
to serve the purposes of a sound public-employees retirement pro- 
eram at the local level, and is no substitute therefor, and that the 
accrued retirement rights and equities of members of existing sys- 
tems should be adequately protected, in any revision of the Federal 
program. Further, that the detriment of ill-considered extension 
of OAST to such groups would be greater than any of the alleged 
advantages to those persons. 

Plato, the Greek, is credited with the observation that “for every 
good thing in life there are two evils—too much or too little.” The 
same can be said of retirement coverage. 
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We do not feel that OASI coverage is adequate for the pe 
problems of fire and police personnel, or schoolteachers and 
servants generally, but OASI and a local retirement plan 
jurisdictions is probably much more than the taxpayer is W 
provide, and if attempted would eventually result in trading the | 
for the lesser. 

Therefore, it is our position that any extension of OAST to local 
employees must be limited in such a way as to safeguard and assure 
the continuance of the existing rights and equities of our members, 
who naturally fall into three classes—(1) those already retired; (2) 
those people who are still in service, but are eligible to retire ancl 
enjoy the benefits they have earned; and (3) the younger public 
workers who have earned very valuable accrued rights and ex 
pectancies that have not yet matured into material equities. May 
we reiterate, that nothing should be done which will adversely affect 
these millions of workers, directly or indirectly 

It is with this approach in mind that the joint committee has pro- 
posed that certain very definite safeguards, or conditions, be embodied 
In any amendatory legislation pertaining to the extension of social 
security to public employees under existing retirement systems: 

Our proposals are— 

That State or local officials be required to give notice through 
a comprehensive statement of the plan for extension of OASI; that is, 
whether coordination, supplementation, or substitution is proposed, 
and its effect on the State or local retirement system, and its members, 
as a part of a required referendum to be passed upon by the partici- 
pants under the local plan, and that the ballot clearly identify the 
proposal, 

That a favorable vote of two-thirds of the eligible voters be re- 
quired, as a condition precedent to any such extension of coverage, 
instead of two-thirds of those voting, as now provided by H. R. 7199— 
page 11, of the printed bill, lines 20 to 23. I would like to emphasize 
that point at this time and later 

That a date be included in the present exclusion of public 
employees i in positions covered by a State or local retirement system 
to prevent avoidance of the new provisions of H. R. 7199 by repeal 
of the local plan. 

+. Police and fire groups should continue to be excluded from any 
extension of OASI to presently covered groups. 

That the definition of “coverage group” be left to the States. 

That a statement of policy be made to the effect that public em- 
ployees be guaranteed. benefits at least equal to the amount of retire- 
ment benefits prior to OAST coverage. 

We appreciate the patient hearings that we have been accorded | 
the Department of Health, Education, and Welfare in connection with 
the preparation of H. R. 7199—but we do not feel that even now proper 
limitations are included therein which will provide adequate safe- 
guards and protection to the people we represent. 

Specifically, we wish to recommend : 

Improvements of the referendum: We appreciate and endorse the 
fact that H. R. 7199 requires a referendum, but the requirement for 
full information is omitted and the measure specifies a favorable 
vote of two-thirds of those voting in the referendum. 
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Public employees urge that this requirement be changed to a favor- 
able vote of two-thirds of the eligible voters in any system. 

Mr. A. A. Weinberg, of the Municipal Finance Officers’ Association, 
and Mr. John A. Wood, III, of the National Council on Teacher 
Retirement, witnesses who follow me, and others, are ably prepared 
to substantiate these points by their testimony. 

Addition of a date to prevent — of local plans in order to sub- 
stitute only social-security insurance in lieu thereof: H. R. 7199 con- 
tains such an effective provision whic th. we believe, will close this back- 
door entrance to OASI coverage. We endorse this safeguard, as now 
included, and recommend that it be retained. 

Exclusion of policemen and firemen: Social see urity is not accept- 
able to policemen and firemen for various reasons. The present H. R. 
7199 continues the exclusion, and I will defer further discussion of that 
point to the very able representatives of the police and fire organiza- 
tions who are here tod: Ly. 

Definition of coverage groups, as to public employees, should be left 
to the States. 

H.R. 7199 provides on page 13, lines 3 to 12, that— 
if a retirement system covers positions of employees of the State and positions 
of employees of one or more political subdivisions of the State * * * then there 
shall, if the State so desires, be deemed to be a separate retirement system with 
respect to each political subdivision concerned.” 
and so forth 

That is in part, that is not that clause in toto, but those are the 
pertinent points. 

Although the ambiguity of this section has been pointed out before, 
apparently its full import has not been realized. 

Personally I take violent exception to this proviso. Its language is 
obnoxious to orderly administration, and places each State where 
there is a statewide retirement system on the horns of a legal dilemma. 

Under this clause, all employees, State and local, in a statewide sys- 
tem, are a single-coverage group, or, in the alternative, “if the State 
so desires,” each oom al subdivision concerned “shall”—I emphasize 
the word “shall”— “be deemed to be a separate retirement system.” 

These words allow no leeway to the State legislature to define a 
“coverage group.” There is no middle ground. Either all employees, 
State, local, school, judicial, and county are retained in one group, if 
they are now so constituted, for purposes of the proposed referendum, 
or in the alternative every single political subdivision in that State 
“shall” be deemed a separate retirement system, and the employees at 
State level shall be deemed “a separate retirement system with respect 
to the State.” 

There are some 1,400 school districts in the Colorado retirement 
plan, as well as a relatively few municipalities. All are “political sub- 
divisions,” under the definition of our law. 

Our general assembly would not be able to separate one or more of 
the municipal groups from the present plan, even if it was desirable 
at the State or local level, without concurrently disintegrating our 
entire school retirement plan into 1,400 fragments. Each and every 
small, 1- or 2-teacher school district would mandatorily have “to be 
deemed to be a separate retirement system.’ 
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How could a referendum be satisfactorily conducted 11 
subdivision” employing 1 school teacher and 1 school janit 
have such districts. 

Other witnesses may address this point, verbally or by writt: 
ment, but I repeat: The definition of coverage groups as to 
employees should be left to the States and the mandatory “sl 
this section should be eliminated in favor of the pern 

I respect fully urge that the entire jurisdiction as to defi 
determination of what constitutes a “coverage group” ot 
system” should be expi 1 rated to the 
latures. 

The declaration of policy i Es. R. 
Congress that protection afford led under existing rement 


will not be impaired as a result of OAST extension is commendal 
Sree 


7199 l 
‘ thi 


We recommend that it be retained, and 14 poss 
euaranties to that end be inserted. 

In general, the foregoing indicates the attitude oO 
tions. Several here today will testify on these points. M iny ol 
would like to testify if time perm tted. Ma iy writte statemen 
filed will include evidence of facts that I can h | ‘ 

You will be informed that public el] lovee Sare Watching the dev 
es this proposed legislation with some alarm, and wit! 
iItimate impact on existing retirement protection. 


] 


] ( 
vig taeGa, 


givings, as to its 


Raat erecta will | e submit ted to the effect that a large majority 
of the schoolteachers of America are definitely opposed to integ 
tion of OASL with their local retirement systems, as determined by 


‘ 


a survey made through the State educational associations. 


You will be presented with detailed statistical evidence, indicat 
‘that about 85 percent of the teachers in Kentucky would be : 
disadvantage under OAST since their benefits would be less thai 
benefits of others even though they would pay the same amoun 
tax.” 

May I recommend that you also consider the data to be submitted 
by the State Teachers’ Retirement System of Ohio which sulatan 
that 56,000 teachers in that State are obtaining survivors’ benefits 
through their own retireme nt system at a cost of $450,000 annually. 
If, to get survivors’ benefits, they voted to have social security, then 
the additional cost to Ohio school e mployers would be about 54 million 
annually. 

May I remind you that in a very recent revision of its retirement 
plan for Members and Congressional employees, the Congress recog- 
nized the merits of a separate pension plan, with benefits geared t 
service and contributions, rather than experimenting with a ap 
tion, coordination, or substitution of OAST. 

May I emphasize that along with life-insurance companies and 
banking institutions, the public employees retirement systems of 
America are among the largest buyers of United States Treasury 
bonds. The trust funds of public retirement systems total in excess 
of $5 million, a substantial proportion of which has been loaned to the 
Treasurer of the United States. 

May I thank you for the opportunity you are affording the joint 
committee of Public Employee Organizations to present our ideas 
in relation to H. R. 7199, and finally, may I respectfully urge that this 
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committee and the Congress adopt adequate safeguards in relation to 
social-security revision, so that the public employees of the country 
will not suffer a loss as a result thereof. The people affected by it 
have a right to share in the operation, and that is our earnest plea. 

Mr. Jenkins. Your statement mentions that the teachers retire- 
ment system of Ohio will come forward with some additional testi- 
mony. 

Mr. Hearn. Yes, sir. I am informed, sir, that they are submitting 
a copy of a report on their plan, and how that point has been worked 
out in Ohio. 

Mr. Jenkins. Are they going to do that in connection with your 
statement ¢ 

Mr. Heatn. It will be in the record today in conjunction with our 
general testimony. 

Mr. JENKINS. All right. 

The CuamrMan. Does that conclude your statement ? 

Mr. Hearn. Yes, Mr. Chairman, those are my points. That is 
our position, and that is just an outline to introduce our points. 

The CuatrMan. We thank you for your appearance and the infor- 
mation you have given the committee. 

Mr. Curtis of Nel braska. In reference to page 6 of your statement 
under (E), you recommend retaining the language in H. R. 7199 and 
then adding, if possible, enforcible guaranties of that principle. 
Guaranties by whom ? 

Mr. Heat. Mr. Curtis, we have made a number of suggestions to 
that. One of them has been that a clause be put in the Federal act 
that in case of extension of coverage to employees under existing re- 
tirement systems, if there be any reduction in existing benefits, that 
the individual members be given a right to sue in contract the State 
or political subdivision involved. 

That would be a condition agreed to by the State. I think that 
could be put in there, We realize that the Federal Government can- 
not tell the State, it cannot repeal or reduce or change its existing sys- 
tem. But as you have done in many other things, such as Federal 
roads, it is possible I think to set down a condition that there shall be 
no reduction in the existing plan as a result of supplementation, and 
if there is, that the member so affected adversely would have the right 
to recover on his contract or in contract in his State courts. 

Mr. Curtis of Nebraska. You are not suggesting that the Federal 
Government make any guaranty ? 

Mr. Hearn. No, sir. We realize that would be impossible, but 
we think the Federal Government can set up a condition. 

Mr. Curtis of Nebraska. Because, as you know, the Federal Gov- 
ernment has retained the right all through this social-security legis- 
lation to change any part of the whole act. 

Mr. Hearn. Certainly. 

Mr. Curtis of Nebraska. Which means benefits, age of retirement, 
eligibility, and so on at any time. 

I certainly wish nothing but the best for the fine people that. you 
represent here. I think possibly there might be some small govern- 
mental subdivisions that have undertaken retirement programs that 
are not too well planned or not fully funded, that may run into trouble 
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some of these days and if they do not get social sec urity, they may not 
have anything. 

I do not make that statement as to all programs, but I think there 
might be some. . 

Mr. Hearu. There are some larger ones, too, that need employ- 
ment at the local level. We want to foster that improvement at the 
local level. 

The Cuatrman. Any other questions. We thank you very much 
for your appearance. 

The next witnesses is Mr. Ward Ashman, chairman of the legisla- 
tive committee of the Conference on Public Employees Retirement 
Systems. 


STATEMENT OF WARD ASHMAN, EXECUTIVE SECRETARY, SCHOOL 
EMPLOYEES RETIREMENT SYSTEM OF OHIO; CHAIRMAN, LEGIS- 
LATIVE COMMITTEE, NATIONAL CONFERENCE ON PUBLIC EM- 
PLOYEE RETIREMENT SYSTEMS 


Mr. AsuMan. I am the executive secretary of the School Employees 
Retirement System of Ohio and I am also the legislative chairman of 
the National Conference of Public Employees Retirement Systems. 

At the present time we represent about a million and a half public 
employees, including municipal, county, State, Federal, se seal police- 
men, and firemen. 

We have a statement here that we are submitting to the committee. 
In view of the time limitations I am going to approach some of the ar- 
guments and we will let the statement stand for itself otherwise. 

As far as the national conference is concerned, the requirements and 
the safeguards that they stand for are considerably in excess of those 
in which we have an area of agreement in the joint committee, which 
arguments we are taking up here this morning. 

For instance, in the national conference their position has been for 
several years that in any extension of social security to public em- 
ployees covered by staff systems there should be a guaranty that there 
would be no diminution or impairment of present rights or benefits; 
that there should be an adequate referendum of not less than two- 
thirds of the membership of the respective retirement system; that 
there should be total exclusion of policemen and firemen ; ‘that the ac- 
tion for extension of social security should be initiated within the 
covered group; that the aad | be a definition of the coverage grot ip 
to be determined at the State or local levels; and the right of the cov- 
ered individual to action in case of — 

I am reading from page 5 of our pre pare «1 statem ent, and I am g£o- 
ing to repeat here the six basic reqaiteine nts that we think are neces- 
sary that have an area of agreement within the joint committee of 
public employee organizations whose names were given to you by Mr. 
Heath who preceded me. 

One, the assurance that the members of the State and local retire- 
ment systems shall know what they are voting on in the referendum. 

Two, total vote of two-thirds of the eligible members instead of two- 
thirds of those voting. 

Three, the addition of a date to make the exclusion provisions more 
effective. 
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Four, the continuance of total exclusion of firemen and policemen. 

Five, determination of definition of coverage group by State legis- 
latures. 

Six, the inclusion of a statement of policy that it is the intent of 
Congress in permitting the coverage of members of State and local re- 
tirement systems by social security that the retirement rights of these 
individuals be not impaired or reduced. 

Mr. Jenkins. You are covering a very wide field. You cover the 
policemen, you cover the teachers. I know you are from Ohio and 
you speak for the Ohio teachers. Are you going to have in this docu- 
ment of yours a full statement that will take care of all these different 
groups and express what they think and what they would like to have 
done ¢ 

Mr. AsHmMan. We have speakers following me who are going into 
detail on this. Iam here presenting the statement of the national con- 
ference and I would like to speak insofar as the time is allowed me, on 
certain items of that, and the rest of the arguments will be filled in 
by following speakers. If we had time we would like to take up the 
position of the national conference on each one of these arguments. 

Mr. Jenkins. If you do not have time to do all those things here 
this morning, you can get leave to extend your remarks in the record. 
All these people ought to have a chance to put in this record what they 
have to say about this legislation. 

Mr. Asuman. Thank you, Mr. Jenkins. We have a statement here 
which we would like to have included in the record, sir. 

Mr. Jenkrns. You ask permission to do that ? 

Mr. Asuman. I will ask permission to do that now at this time. 

The CuatrmMan. Without objection, it is so ordered. 

Mr. Asuman. Thank you. 

On page 4 of our brief I would like to cover the section entitled 

“Intelligent Voting Requires Adequate Information.’ 

We recognize and appreciate the fact that in H. R. 7199 a state- 
ment of policy and a-cutoff date have been included. We also ap- 
preciate the fact that the bill contains a referendum requirement for 
coverage by OASI of public employees in positions covered by State 
and local retirement.systems. We do believe, however, that Federal, 
State, and local officials should not object to taking one more step 
to assure public employees that they can vote intelligently in such a 
referendum. 

Intelligent voting is an objective of the American way of life. 
Opposition to this principle must of necessity be interpreted as a 
desire to mislead the voters asking them to vote in ignorance of the 
issue, 

Therefore, public employees have asked : 

One, that State or local officials be required to give notice through 
a comprehensive statement of the plan of coordination and its effect 
on the State or local retirement system. 

Two, that the ballot which may then be a simple question identify 
the plan of coordination announced in the previously given notice. 

It is possible that the prospects of obtaining social- security cover- 
age would be better if a plan were announced in advance of the refer- 
endum. Without such preliminary information the ensuing uncer- 
tainty among public employees might result in a negative vote » because 
the issue was not properly explained and fully disclosed. 
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Mr. Mason. May I interrupt just a moment, Mr. Chairman? 

The Cuatrrman. Mr. Mason will inquire. 

Mr. Mason. I would like to know whether you are proposing that 
the Federal Government shall conduct these ballots and these deci- 
sions or whether the State government or the local government can 
do that? 

Mr. Asuman. No, Mr. Mason. Our stand is that the State govern- 
ment should provide for the ballot. 

Mr. Mason. Then all we need to do here in this bill is to say, if the 
States do that and have that vote and so decide that they want to 
come in, they can come in. We are not laying down the rules of an 
explanation that shall go out with this. 

Mr. Asuman. We think that the Federal Government should take 
a position in providing for this extension of social security which w vill 
require the State, as a condition precedent, to explain the plan. 

Mr. Mason. We cannot compel any local division or the State to 
abide by certain things, can we? 

Mr. Asuman. I think the Federal Government can set up condi 
tions pre edent. for any coverage of social security or anything else in 
any other field that the Federal Government would like to oO 11 
Mr. Mason. That is all, Mr. Chairman. 

The peerage You may proceed. 


Mr. Asuman. A statement of purpo e and plan is no more than the 
‘ ] 


to, 


requirements commonly found in State cor mavatace ul al d statutory 
provisions regarding the referendums on other types of public issues 
It is a general practice to so educate voters with regard to critical 
matters placed on a ballot even when this education is a part of a 


political campaign. 
State and loeal contributions of OASI coverage and its effects o1 


existing retirement system hould be kept out of parti polit . 
Whether or not information on the social se ty re fi “end to be 
provided should not be left to the whims of political parties. Th 
least the Federal Government can do is to require that before publ 


employees vote on OASI coverage they should have official infor 
tion on the plan and facts under consideration. 
We also believe that there should be no extension of OAST cover 


without the concurrence of a substantial ma y of the full m« 

ship. Public employees believe that the benefits under a retirement 
system should not be changed without the approval of a majority of 
the total membership, and they have urged that this require ent | 
changed to a favorable vote of two-thirds of the eligible votes rathe1 


than two-thirds of those voting. 

The only way public employees have d x overed LO ac complish th 
is to require a favorable vote of a substantial portion of the ful 
membership. Opposition to requiring a f: ivorable two-thirds vote of 
the eligible voters rests on the assumption that it would constitute 
an insurmountable obstacle to those a desire OASI coverage. 

This is not necessarily true. Usually on any issue if a large 
proportion of the eligible voters want a change they will go to the 
ballot box to get it. Eligible voters who want the status quo to con 
tinue are less likely to vote. Since the question of OASI coverage 
for public employees in existing retirement systems has been a contro 
versial issue for many years, every effort must be made to assure that 
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no extension of OASI will be made to a group without the concur- 
rence of a substantial proportion of the membership. 

If a proper plan is presented to the employees providing for mini- 
mum coverage under social security with supplemental benefits on a 
basis which would give the employees overall benefits at least equal 
Lo those pre\ iously provided should be an overwhelming vote in 
favor of the proposal. 

It is to the interest of the Federal Government as well as to the local 
governments to have an expression by at least two-thirds of the 
eligible members. This, together with the statement of policy found 
in H. R. 7199 will alleviate a criticism generally directed toward the 
l‘ederal level that an attempt is being made to bring about dissolution 
of local systems. 

The suspicions which now exist among local government employees 
would be dissipated. Any other major choice would react against the 
Federal policy for universal coverage because employees would view 
such a plan with pati and suspicion. 

I would like to say, sir, that the other a in the paper 
will be covered by ews who follow me and in deference to them I 
would like to briefly summarize our point as this: 

We have provided, as shown on page 3, 6 basic requirements that 
we think are necessary, or safeguards to provide the extension of 
social security coverage, to public employees and staff systems. 

One reason that we have used those arguments is that we are willing, 
as the President stated in his message on January 14, to have the basic 
system and a supplementation of another private system such as our 
own. But we want to be sure that it is supplementation, and not the 
substitution. 

(Mr. Ashman’s prepared paper follows :) 


NATIONAL CONFERENCE ON PUBLIC EMPLOYEE RETIREMENT SYSTEMS 


Hon. DANIEL A. REEp, 
Chairman, Committee on Ways and Means, 
United States House of Representatives, Washington, D. C. 

GENTLEMEN: My name is Ward Ashman, executive secretary of the School 
Employees Retirement System of Ohio. I am chairman of the legislative com- 
mittee of the National Conference on Public Employee Retirement Systems. 
The national conference represents over a million and a half public employees, 
including municipal, county, State, and Federal employees, school employees, 
firemen, and policemen. The national conference has no partisan purpose. 
We are committed to no class or special group. We stand for the protection 
of the rights of the majority of public employees who seek protection in old 
age through the annuities and pensions legitimately earned by long years of 
faithful, public service, 

Official position of the national conference 

Since the organization of the National Conference on Public Employee Retire- 
ment Systems in 1942, protection of existing retirement systems against en- 
croachment by social security has been its keynote. The oflicial position of the 
national conference established at its annual meeting in Miami, Fla., May 30, 
1953, is as follows: 

Whereas since June 9, 1952, the matter of extension of social security to public 
employees under existing retirement systems, has been a matter of intense 
interest and the subject of a number of conferences and meetings pertaining to 
possible means of amending section 218 (d) of the Social Security Act in some 
manner which will best protect the rights and equities of public employees 
under such retirement systems; and 

Whereas the said subject is now being explored by a subcommittee of the 
House Ways and Means Committee of the 88d Congress, and will probably be 














SOCIAL SECURITY ACT AMENDMENTS OF 1954 325 


the subject of extensive hearings and possible action during 1953 or 1954; and 
Whereas the national conference continues to be concerned with the preser 
vation and promotion of sound, existing public employee pension and annuity 
systems: Now, therefore, be it 
Resolved, That the National Conference on Public Employee Retirement Sys 
tems, in convention assembled at Miami, Fla., this 30th day of May 1953, hereby 
reiterates its declaration that any such change in the Federal statute contain 
proper and strong safeguards to insure the continuance of adequate retirement 
plans at State and local levels, with exemption to covered groups not predom 
inantly desiring social security coverage; and further that existing rights and 
benefits under local and State plans shall not be in any manner diminished or 
impaired; and be it further 
Resolved, That the national conference maintains its position for total exclu 
sion from social security of policemen and firemen who now have an established 
retirement or pension system, and directs its legislative committee to exert its 
best efforts to continue the total exclusion of firemen and policemen from all 
social-security legislation; and be it further 
Resolved, That the National Conference on Public Employee Retirement Sys 
tems hereby approves for consideration of the 83d Congress the proposed bill 
prepared by the Joint Committee of Public Employee Organizations, and re 
affirms and ratifies its support of the provisions therein contained, including 
proper safeguards and limitations in case of extension of social security to 
public employees under existing retirement systems by 
(1) guaranteeing no diminution or impairment of present rights or 
benefits ; 
(2) an adequate referendum of not less than two-thirds of the member 
ship of the respective retirement systems; 
(3) total exclusion of policemen and firemen; 
(4) action to be initiated within the covered group; 
(5) definition of coverage group to be determined at State or local levels; 
and 
(6) right of covered individual action in case of violation. 


Position of the Joint Committee of Public Employee Organizations 


A joint committee of employees has indicated that any Federal legislation 
making OASI available to public employees must include at least the following 
six points as minimum safeguards for existing State and local retirement 
systems: 

(1) Assurance that the members of State and local retirement systems shall 
know what they are voting on in the referendum ; 

(2) total vote of two-thirds of the eligible members instead of two-thirds of 
those voting; 

(3) addition of a date to make the exclusion provisions more effective; 

(4) the continuance of total exclusion of firemen and policemen ; 

(5) determination of definition of coverage group by State legislatures ; 

(6) inclusion of a statement of policy that it is the intent of Congress in 
permitting the coverage of members of State and local retirement systems by 
social security that the retirement rights of these individuals be not impaired or 
reduced. 


Guaranty of benefits 


It is the belief of the national conference that the above safeguards are 
absolute minimums. The national conference further believes that the least the 
Congress can do to assure that there will be no diminution or impairment of 
existing rights and benefits and insure the continuance of adequate retirement 
plans at State and local levels, is by retaining the declaration of policy to that 


> 


effect which is included i H. R. 7199 We would ke to see this policy imple 
mented by further positive mandates incorporated in the new legislation 


Intelligent voting requires adequate formation 

We recognize and appreciate the fact that in H. R. 7199 a statement of policy 
and a cutoff date have been included. We also appreciate the fact that the bil 
contains a referendum requirement for coverage by OASI of public employees 
in positions covered by State and local retirement systems. We do believe, 
however, that Federal, State, and local officials should not object to taking 
ohne more step to assure public employees that they can vote intelligently in 


such a referendum. Intelligent voting is an objective of the American way of 
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life. Opposition to this principle must of necessity be interpreted as a desire 
to mislead the voters asking them to vote in ignorance of the issue. Therefore, 
public employees have asked 
(1) that State or local officials be required to give notice through a com- 
prehensive statement of the plan or coordination and its effect on the State 
or local retirement system; and 
(2) that the ballot which may then be a simple question identify the plan 
of coordination announced in the previously given notice. 

It is possible that the prospects of obtaining social-security coverage would 
be better if a plan were announced in advance of the referendum. Without such 
preliminary information the ensuing uncertainty among public employees might 
result in a negative vote because the issue was not properly explained and fully 
disclosed. 

A statement of purpose and plan is no more than the requirements commonly 
found in State constitutional and statutory provisions regarding the referendums 
on other types of public issues. It is a general practice to educate voters with 
regard to critical matters placed on a ballot even when this education is a part 
of a political campaign. State and local considerations of OAST coverage and 
its effects on existing retirement systems should he kept out of partisan pol- 
itics. Whether or not information on the social-security referendum is to be 
provided should not be left to the whims of political parties. The least the 
Federal Government can do is to require that before public employees vote on 
OASI coverage they should have official information on the plan and facts under 
consideration. 


Vo extension of OAST without the concurrence of a substantial majority of the 
full membership 


H. R. 7199 would require a favorable vote of two-thirds of those voting in the 
referendum, Public employees have urged that this requirement be changed to 
a favorable vote of two-thirds of the eligible voters. This question is the primary 
ssue upon which public employees and public oflicials are not in agreement. 
Public employees believe that the benefits under a retirement system should not 
be changed without the approval of a majority of the total membership. The 
on way public employees have discovered to accomplish this is to require a 
favorable vote of a substantial portion of the full membership. Opposition to 
requiring a favorable two-thirds vote of the eligible voters rests on the assump- 


on that it would constitute an insurmountable obstacle to those who desire 


OASI coverage. This is not necessarily true Usually on any issue if a large 
oportion of the eligible voters want a change they will go to the ballot box to 

t Kligible voters who want the status quo to continue are less likely to 
Since the question of OAST coverage for public employees in existing 
systems has been a controversial issue for many years, every effort 

© made to assure that no extension of OAST will be made to a group with- 


concurrence of a substantial proportion of the membership. 


If a proper plan is presented to the employees providing for minimum coverage 


under social security with supplemental benefits on a basis which would give 
the employees overall benefits at least equal to those previously provided should 
he an overwhelming vote in favor of the proposal. It is to the interest of the 
l’ederal Government as well as the local governments to have an expression by at 
least two-thirds of the eligible members. This, together with the statement of 
policy found in H. R. 7199 will alleviate a criticism generally directed toward 
the Federal level that attempt is being made to bring about dissolution of local 
systems. The suspicions which now exist among local government employees 
would be dissipated. Any other major choice would react agaisnt the Federal 
policy for universal coverage because employees would view such a plan with 
distrust and suspicion. 


Continued exclusion of firemen and policemen 


It is agreed that policemen and firemen should be excluded from OASI cover- 
age. The hazards in their work necessitate early retirement on disabilities 
that make them unfit to protect the lives and property of all citizens. Few can 
serve as a policeman or fireman past middle age and there are not enough desk 
jobs in these services for all of those who are no longer able to serve actively. 
Therefore, State and local retirement systems for policemen and firemen have 
provided for early retirement for the good of those services. 

OAST coverage would not benefit policemen and firemen because their benefits 
would be reduced probably to the minimum by the many years of unemployment 
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in later life. Coordination of retirement systems with r f rity would 
merely lower the policemen’s and firemen’s retirement benefits without adding 
substantial OASI benefits. Nor do policemen and tiremen need survi' 

fits under OASI because their State and local retirement plans 

vivors benefits that are more generous than those of OASI, I 

policemen and firemen rarely migrate from one governmental 
another. 


Determination of coverage groups by State legislatures 


The determination of coverage groups should be left to the States. It is 
believed that it is the intent to permit each State to make sown de 

of what is a coverage group since it is well recognized that the membership « 
retirement systems differs from State to State and from system to system. Some 
retirement systems cover only a particular group of pi 


pp ibli eniplioyees, Sut h as 
teachers or policemen Others cover all ] 


‘terminal 


ove ~ he Stare be \ 
these extremes are those systems that cover some or all of certain specified cate 
gories of employees. ‘The State shouid decide whether or not each political 
subdivision covered in the retirement system is to be considered a 
coverage group and whether or not all employees of ‘ ir category re to 
be considered a single coverage group. Other variations cannot be equitably 
decided by any detailed prescriptions in Federal law. The States should make 
these decisions. Obstacles to a fair and equitable extension of OASI coverage 
could evolve from a determination that all employees of a ce! 

single coverage group—that each political subdivision is a 


separate 


assification are a 
separate coverage 
group—that all members of a retirement system are a singl 
regardless of classification or that all political subdivis 
age group or a particular employee classification or for 
other words, any one of these and other possible deter 
some States could defeat the referendum for OASI cover 
issue must be left to each State individually 

Pnabling legislation already enact n many States has 
Governor to appoint a State officer as : al-securit idm 


covers 


States the social-security administrator is a person who may 
OASI coverage for the members of the T 
by such a person as what constitute 

destroy the effectivene * the opportunity for 

States, the social-security : nistrator is unfami 


op] Ose d 


determinat 


m In othe 
purposes 
accomplishments of State and local retirement plans and is not in sympathy 
that type of program. The decision of such 
the organization of the retirement syst 
for the purpose of the referendum. 
individual or a small group enters int 
to place the responsibility with St 
the people. 


Some observations 


In addition to the 

why we are concerned about a ast the minimu 

observations which we would like to make. We h: ! ; S 
be testified, that the fact that Virginia and Utah, ‘xample, ha 
social security for public employees and supplemente¢ at coverage with 
local system indicates a trend or desire on the part of other States to do 
Our examination of the facts in such States indi y poorly planned pre- 
existing retirement systems and lack of confidence of employees in such systems 
which have resulted in effect a substitution of social security for part of the pre- 
existing retirement program. We are here to emphasize that there is no desire 
on the part of public employees in States where adequate and sound retirement 
systems are found for the addition or substitution of social security to 


t existing 


coverage—no desire on the part of public employees in States where adequate 
and sound retirement systems are found for the addition of social security ft 
existing coverage or substitution of social security for existing coverage. The 
very threat of social security results in undermining the orderly development 
and operation of such existing systems with the result of lowered employee 
morale in the public service. 

In such States where supplemental programs have been adopted there is 
alleged to be a reduction in retirement costs to the taxpayer. Examination of 
these plans, however, indicates an overall, longtime increase in costs by such 
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methods. In view of these longtime disadvantages which would have an unfavor- 
able effect upon the interests of public employees, we deem it essential that the 
stabilizing effect of the referendum requiring approval by at least two-thirds of 
the members of any coverage group is essential to the continued protection of 
such employees. 


We note with interest that the recently revised retirement plan for Members 
of Congress and its employees follows a policy of improving an existing retire- 
ment program rather than developing a hybrid creation by grafting social se- 
curity on a preexisting plan. Gentlemen, we plead that public employees have 
the same right and the right to determine the relative advantages of such changes 
at the local level by a referendum guaranteeing approval by an affirmative vote 
of a substantial majority of the members $y this we mean by at least two 
thirds of the members in the covered group. 

Summary 

In conclusion we request that any change in the Federal statute contain proper 
and strong safeguards to insure the continuance of adequate Seemed plans 
at State and local levels with exemption to covered groups not predominately 
desiring social-security coverage and that existing rights and amelie under local 
and State plans shall not in any manner be diminished or impaired. We further 
ask that policemen and firemen who now have an established retirement or 
pension system be excluded from all social-security legislation. We further re- 
quest that the proper safeguards and limitations in case of extension of social 
security to public employees under existing retirement systems be the guaranty 
that no diminution or impairment of present rights or benefits—that an adequate 
referendum of not less than two-thirds of the membership of the respective re- 
tirement systems—that action be initiated within the covered group—that the 
constituency of coverage groups be determined at the State or local levels and 
that the right of covered individual action in case of violation be included in 
any changes in the Federal law. 

Respectfully submitted, 

Warp ASHMAN. 

The CnatrmMan. We thank you for your appearance and your state- 
ment. 

Are there any inquiries? 

Mr. Mitazs. I have just one question. 

The Crarrman. Mr. Mills will inquire. 

Mr. Miuxs. I wonder, Mr. Ashman, if you intend to create the im- 
pression that I get from your statement. What reason is there for 
believing that any one can place or lodge greater confidence in the 
Federal Government than in the various State governments? 

Mr. AsumMan. The Federal Government, we feel, should lay down 
some area, some basic condition precedent to the extension of social 
security to public employees. * any provision for the extension of 
social security you will find on the local level, on State levels, that 
there is great misunderstanding of the provisions of the two plans. 

For instance, most of the staff systems are set up on an actuarial 
reserve basis. In other words, when the person retires the money is 
there on hand. In the case of social security today we know that it is 
on a pay-as-you-go basis, and there is so much confusion there on that, 
that we feel that perhaps some of the States or some of the local sub- 
divisions can use that confusion to substitute social security for the 
staff retirement systems. 

What we are trying to do, our effort is entirely directed toward be- 
ing sure that where there is supplementation, botli sides understand 
fully what it is. 

Mr. Mitts. I asked the question because I think perhaps the hearings 
may serve to indict, when indictment is not intended, State govern- 
ments. As I recall these pension programs for State and local em- 
ployees which are now in existence, they were not created by any direc 
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tive of the Congress. They were not created as a result of iF ederal 
law. They were created by State governments worku ¢ with local 
people. 

Now the question is whether or not the same individuals shall be 


included under a Federal program. I think we do the States an 
injustice if we attempt to create the impression in anyone's mind that 
these which have started these programs may take them away because 
of the advent of another program. 

q know you do not, nor does any other publi ‘ employee, want to 

sate the impression that you do not have confidence in the continued 
auauelien between pub lie employees and State and local govern 
ments. 

You have no fear, do you, of what State and local governments 
might do in the future, these same governments that have created 
these programs to begin with? 

Mr. Asuman. I wonder if I might answer that in this way: House 
Resolution 6000 which was adopted in 1950 provided that there could 
be no extension of social security to a covered group who had their 
staff retirement system on the date of agreement between the State 
and the Federal Government for social security. I think that that was 
very well understood, not only by us but by Members of Congress 
and also by Members of the Senate. 

It was in the Senate that that particular amendment was put in, 
if my recollection serves me well. Yet in little over a year that was 
incorporated into law, the process began of liquid: iting the retirement 
system, entering into a Federal Government, and then adding back 
in some cases a retirement system again that in some States ended 
up with social security alone. 

Mr. Mitts. Then you do lack confidence in the States continuing 
the present systems that are in operation if you are included under 
social = ‘urity. 

Mr. AsuMan. I would like to — that this way: That in the 
State of Ohio we have no fear of that, but all we can do is point to 
what has happened. 

Mr. Mus. What States do you have fear of? I would like to know. 
I am merely seeking information. I want to protect your funds, but if 
we are going into a program and having to tie the hands of some moay 
in order to protect the program, it might be best not to go into t! 
program. I am cme raising the question. What States shall 
we have fear of ? 

Mr. AsuMan. I haven't in mind any particular State at the present 
time that is contemplating such action. All I am doing is saying what 
was happening. 

Mr. Mus. If I thought for 1 minute that there would be fear of 
losing what is now in existence I would certainly hesitate to include 
anyone under social security merely to supplement that which is in 
existence. I don’t see how we can proceed to take people under social 
security and attempt to lay down rules because we lack confidence in 
some government: al agency, State or local, which has created the very 
thing that we want preserved by continuing the system. 

How can we refrain, as we proceed with this, from not at leas 
mpkeine an insult to State governments that they will not maintain 
that which they have created / 
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Mr. Asuman. At the present time, sir, there is a provision in law 
that social security cannot be ee to positions covered by an 
existing retirement System at the time agreement is entered into. 

We are just proceeding further as tee groups in the various States 
become educated, to provide this supplementary plan for the local 
systems. I think this IS a progressive step insofar as that is concerned, 
and I am speaking personally on that. Up until this time presum- 
ab ly we have hac | the position where these peop le could not be covered 
at all, and the Federal Government has laid down that position 

Mr. Mitis. Maybe I believe too strongly in the integrity of the 
State governments and too much in the rights of States to make their 
own decisions. I don’t want us to have to take you people in on the 
basis that we take you in only if we can tie some State government or 
if we can by language within our statute prevent some State govern- 
ment from doing something that the State government might want to 
a I don’t want the state government to take away what vou have, 
but I don’t want us to reflect any lack of confidence that the State gov- 
ernments will continue to maintain what you have. 

Mr. AsHMmMan. Yes, sil 

Mr. Jenkins (presiding). Any further questions ? 

Mr. Kean of New Jersey will inquire. 

Mr. Kean. Mr. Ashman, when you advocate the two-thirds for 
eligible voters, who are the eligible voters? Are the people who have 
already retired eligible voters ? 

Mr. Asuman. I think you would have to go back to the provisions 
in the local State systems or in the local systems as to what are eligible 
voters, what are membe rs of the systems. In some systems those who 
have retired are no longer members. In other systems they are still 
members. I think it probably would have to be left to decision on the 
State level as to what members are, depending upon the statutes or the 
ordinances covering those retirement systems in those States. 

Mr. ane. You can see the difficulty 

Mr. Asuman. Right, sir. 

Mr. KE AN. In the State where those who have already retired are 
members, = getting a two-thirds vote, even though the great majority 
of the people would want to come in, because those who had already 
retired would get completely no benefit out of it because they wouldn't 
be eligible for the social security anyway, and they just would not vote. 
You just couldn't get the two-thirds even though two-thirds of the 
people really wanted to get in. 

Mr. Asuman. I think that could be settled on the State level, sir. 

Mr. Kean. You don’t know what the majority of the States do. 

Mr. Asuman. In Ohio we wouldn’t have that situation because when 
a person goes on retirement they are no longer a member, so we 
wouldn’t have to depend upon that vote in the three systems that 
cover every public employee in Ohio. 

The CratrmMan. Mr. Byrnes of Wisconsin will inquire. 

Mr. Byrnes. Has any analysis been made of those cases where State 
and local retirement systems were abolished in order to get around 
the restriction contained in the law against coverage under social 
security of employees who were already under State or local plans? 

You mentioned that after we passed that law, I believe it was H. R. 
6000, that some States immediately or shortly after abolished plans, 
and thus they were eligible to bring their employees under the social- 
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security coverage. You said that some then, after coverage was 
obtained under social security, reinstituted a supplemental State plan 
and that others did not. 

Has anybody made an analysis of exactly what happened in these 
various cases? No.1, how many were there? 

Mr. AsuMan. I think our group has a study, that is, they 
facts of the number of systems that were involved. I don’t have 
those myself, but that probably will be presented to the committee 
later on. 

Mr. Byrnes. It seems to me that would be of some interest to tl 
committee because it would serve as evidence one Way or the other 
as to the philosophy of State legislatures or local units of government 
in the matter of whether, as you put it, social-security coverage should 
be a supplementation or a substitution. 

Mr. Asuman. Yes, sir. 

Mr. Byrnes. I know some State represe! tutives came in to see me 
at the time, and the employee groups wanted to have the additional 
coverage. There was only one way of doing it and that was to go 
to the legislatures and say, “Temporarily abolish our present system. 
Make agreement with the Federal Government for coverage, and then 
reinstitute the local plan.” That is the only way they could get the 
supplementation, and that is why they did it. 

Mr. AsHMAN. I cannot give those figures because I don’t have them. 
They have been called to my attention, but specifically I don’t have 
them. Those can be made available to the committee, sir. 

Mr. Byrnes. I think the committee would be interested. At least 
I know I would be interested in the number of plans that were abol- 
ished, the number of plans that then resulted in a supplementation 
system, and also what the situation was as far as the benefits payable 
to the individual employee was before and after the change, whether 
they were in improved status or in a poorer position as far as retire- 
ment benefits and survivor benefits, and so forth. 

The Cuarrman. We thank you very much for your appearance, 
Mr. Ashman. 

We have something like 12 witnesses here yet. We want to try to 
cover them today. There is very important legislation on the floor. 
We do not know just what situation we are in with regard to being 
on the floor. Weare very very anxious to take care of it. 

I think we will have to speculate a little. I think we will take 
a chance on coming back here at 2 o’clock. We might be able to hear 
one more witness, Mr. Weinberg, if the statement isn’t too long, 
before we adjourn. When we adjourn we will adjourn until 2 o’clock 
subject to being notified if we cannot meet this afternoon. 

Mr. Foranp. Mr. Chairman, I would like to ask unanimous con- 
sent that at this point in the record there be inserted a brief statement 
of the Rhode Island Institute of Instruction. 

The CuarmmMan. Without objection it is so ordered. 

(The statement referred to follows :) 


have the 


STATEMENT OF RHODE ISLAND INSTITUTE OF INSTRUCTION, FILED By GEORGE E 
BURKE, ACTING EXECUTIVE SECRETARY 


Rhode Island Institute of Instruction—the State teachers association—has 
been serving the cause of education since 1845. Presently we are interested 
in the proposed amendments to the Federal Social Security Act as set forth 
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in H. R. 7199 since they are of concern to approximately 4,300 Rhode Island 
teachers now members of a good State retirement system 

The delegate assembly of Rhode Island Institute of Instruction, at a meeting 
February 12, 1954, reaffirmed the action of the 1955-54 delegate assembly that 
any amendment to the Federal Social Security Act, permitting coverage under 
the act at the same time as coverage by a State or local retirement system, 
should provide that 

1. The protection of employees under a State or local retirement system will 
not be impaired as a result of coverage under old-age survivors’ insurance 

2. The definition of “coverage groups” should be clarified or better still left 
to the State legislature 

3. The members of State or local retirement systems shall be informed in 
detail upon what they are voting in a referendum 

4. Favorable vote of two-thirds of the eligible voters—not two-thirds of 
those voting—shall be necessary for coverage of the group (We deem this 
most important.) 

It is the earnest hope of Rhode Island Institute or Instruction that the 
Ways and Means Committee of the House of Representatives will incorporate 
in H. R. 7199 some of these recommendations which mean so much to the 
teachers of Rhode Island. 


Mr. Houmes. Mr. Chairman, without objection, I should like to 
have inserted in the record a letter addressed to me from Mr. William 
A. Sullivan, who is chairman of the board of the Washington State 
Employees’ Retirement System in Olympia, Wash. 

The CHamman. Without objection, it is so ordered. 


STATE OF WASHINGTON, 
OFFICE OF INSURANCE COMMISSIONER, 
Olympia, April 2, 1954. 
Hon. Hart Ho-mes, 
Vember, House Waus and Means Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. HoutmMeEs: Mr. Samuel P. Totten, executive secretary of the Washing- 
ton State Employees’ Retirement System, on February 26, 1954, directed a letter 
to the Secretary of the Department of Health, Education, and Welfare, which 
contained a statement of his views on proposed amendments to section 218 of the 
Social Security Act now before Congress. His letter was forwarded to Mrs. 
Oveta Culp Hobby by the office of Congressman Russell V. Mack, and copies of the 
same to you and other members of the House Committee on Ways and Means. 
Mr. Totten’s statement concerns her department’s recommendation that OASI 
coverage be extended to publie employees who are members of public retirement 
plans, provided such should be desired both by the employees and the governing 
body of the jurisdiction in which they serve. 

As chairman of the board of the Washington State Employees’ Retirement 
System, I assure you that I personally subscribe to the same views as expressed 
by Mr. Totten in his letter to Mrs. Hobby. In addition to ours, the State of 
Washington has a number of other fine actuarially sound retirement systems 
which might be easily disrupted by persons having little regard for the welfare 
of public career employees. I share with Mr. Totten the earnest conviction 
that the interest of such employees should be properly safeguarded by the sug- 
gested rewording of the original amendments found in H. R. 7199. 

I understand that the House Committee on Ways and Means, of which you are 
an influential member, is now considering H. R. 7199. I will deeply appreciate 
your valued efforts in revising the wording of the amendments as they now 
stand in such a manner as to secure the needed safeguards recommended by our 
executive secretary. In the event that you may have mislaid the copy of his 
letter to Mrs. Hobby, I am enclosing a copy herewith. 

Please accept my kindest personal regards. 

Very truly yours, 


WirrtAm A. SULLIVAN, 
Chairman of the Board, 
Washington State Employees’ Retirement System. 
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WASHINGTON STATE EMPLOYEES’ RETIREMENT SySTeEM, 
Olympia, February 26, 1954 
Mrs. Oveta Cup Hospy, 
Secretary, Department of Health, Education, and Welfare, 
Washinator dD. ¢ 


Dear Mks. Hospy: I beli that I am well qnalified to voice the attitude to 
voice the attitude of the majority of public employees in the State of Washington 
toward old-age and survivors’ insurance and their concern over proposed amend- 
ments to the Social Security Act now before Congress. At the present time I am 
executive secretary of the Washington State Employees’ Retirement System 
which has a current membership of approximately 30,000 employees of the State, 
counties, and 139 other political subdivisions. I am also secretary-treasurer of 
the Washington State Association of Public Retirement System Representatives 
which is composed of executives responsible for the direction of the affairs of 
8 principal retirement systems and funds with a combined total of over 80,000 
members. 

The possibility of extending Federal social insurance coverage to employees 
of State and local governments has been widely discussed during the past 4 years 
by employees and responsible officials of our State and local governments. 
Factual information and propaganda have been carefully sifted and weighed. 
The public employees of this State are reasonably smart people. It has not been 
difficult for them to ascertain that OASI offers: 

1. A bargain to the government employee who is at an advanced age and 
has a vested interest in his own retirement system 

2. A bargain to employees who have entered government service at an ad- 
vanced age who will obtain a living retirement allowance only by a guaran- 
teed minimum or some other gift method not correlated with length of 
service. 

3. An illusory bargain to young employees who object strenuously to any 
deductions from their salaries for any purpose and who live on a hand-to- 
mouth basis. 

4. Good protection within its limits of benefits for individuals transfer- 
ring from public to private employment or vice versa. 

At the same time public employees of the State of Washington realize that 
the bargains offered in the OASI program are temporary. They realize that 
both integration and supplementation open the door to casual and temporary 
employees. They realize that Government operates upon the basis of taxes and 
that the taxpayer will quickly object to duplication of pension benetits No 
greater opportunity could be given to the usual taxpayers’ association than to 
either integrate or supplement local retirement systems with OASI. They would 
then argue that the majority or business firms within the jurisdiction provided 
only the benefits of OASI to their employees, so why should public employees 
receive more? Such an argument might sound reasonable and cogent with the 
result that the public employees’ retirement system would be brought under 
fire. It would then become impossible to make further improvements to the 
retirement system and there could be a strong possibility that during times of 
financial stress the system would be entirely eliminated. 

The employees of the State of Washington and its political subdivisions are 
rugged individualists. They recognize the rights of other individuals, singly or 
in groups, to their own philosophies. They appreciate that there are many 
governmental jurisdictions that have retirement systems that provide inade- 
quate benefits and that to such jurisdictions the Federal social-insurance pro- 
gram holds promise as a panacea to their financial difficulties. In regard to 
their own positions, the majority of the public employees of this State are 
presently satisfied that their retirement systems are sound and adequate. Natu- 
rally, they will always seek in reasonable manner to improve them, but with 
the insistence that control of their retirement matters remain entirely in local 
government hands and be neither shared with nor transferred to a Federal 
agency. In our opinion their attitude toward OASI can be summarized as 
follows: 

1. The majority of public employees in the State of Washington do not desire 
coverage under this social-security program. 

2. They do not desire a substitute plan under which their retirement would 
be influenced by appreciable differences in rates, ages, length of service factors, 
and methods of benefit calculations. 

3. They prefer the thrift and savings features found in their local retirement 
plans to the tax requirements for the Federal social-insurance program. 
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4. They realize that the supplementation of their retirement systems with 
OAST would mean the gradual absorption of control by the Federal Government 
and the elimination of local systems because of the gradual increase of tax 
contributions to OASIT 

The majority of the public employees in the State of Washington are vitally 
interested in safeguarding the existence of their local retirement systems. They 
are deeply concerned that proposed amendments to the Social Security Act might 
permit a minority of employees conniving with persons opposed to Government 
career service to cause impairment or actual destruction of the existing systems. 
Therefore, they urge that H. R. 7199 be amended to contain the following safe- 
guards: 

A. Guarantee that the protection of employees and benefits under the 
State or local retirement system shall not be impaired as a result of cover- 
age under OASI rather than simply state that such is the policy of Congress. 
Such a provision would bring the Federal and Washington State statute in 
conformity on this important matter. (See R. C. W. 41.48.010.) 

It is respectfully suggested that paragraph (2) found on page 10 of the 
printed bill be amended by striking the words “It is hereby declared to be the 
policy of Congress” found in lines 7 and 8, striking the word “that” as found 
in line 9, and substituting the word “shall” for “will” in line 13. The para- 
graph would then read as follows: 

“In enacting the succeeding paragraphs. of this subsection the protection 
afforded employes in positions covered under a retirement system on the date 
an agreement under this section is made applicable to service performed in 
such positions, or receiving periodic benefits under such retirement system at 
such time, shall not be impaired as a result of making the agreement so appli- 
cable or as a result of legislative enactment in anticipation thereof.” 

B. Provide that all members of State or local systems shall be fully 
informed as to the mater to be voted upon in advance of any referendum to 
be held. 

It is suggested that this provision be included in subparagraph (c), page 11, 
of the printed bill, by inserting the following betwen the words “referendum” 
and “was” in line 15: “and full information regarding the proposed plan of 
supplementation or integration of the insurance system with the retirement 
system,” 

The subparagraph would then read as follows: 


“(C) Ninety days’ notice of such referendum and full information regarding 
the proposed plan of supplementation or integration of the insurance system 
with the retirement system, was given to all such employees ;” 

©. Provided that there must be a favorable vote of two-thirds of the 
eligible voters instead of two-thirds of those voting. 

It is suggested that subparagraph (FE) on page 11 of the printed bill be amended 
by striking the word “who” in line 20 and substituting therefor the words “eligible 
to vote” and by striking the word “voted” first appearing in line 21. This sub- 
paragraph would then read as follows: 

“(E) Two-thirds or more of the employees eligible to vote in such referendum 
voted in favor of including service in such positions under an agreement under 
this section.” 

Very truly yours, 
SamMvuEL P. Torren, Brecutive Secretary. 


The Cuatrman. I might say that at the conclusion of the testimony 
here I would like to insert in the record the documents relating to the 
views of certain State groups. 

The next witness is Mr. A. A. Weinberg, chairman of the committee 
on public employee retirement administration. 


STATEMENT OF A. A. WEINBERG, CHAIRMAN, COMMITTEE ON 
PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION, MUNICIPAL 
FINANCE OFFICERS ASSOCIATION OF THE UNITED STATES AND 
CANADA 
Mr. Wernserc. Mr. Chairman and members of the Ways and Means 


Committee: I have a prepared statement which I filed with the clerk 
of the committee, which I ask be made a part of the record. 
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The CHAIRMAN. Without objection it iS SO ordered. 

Mr. WerInNzberG. I would like to supplement that statement with a 
few brief comments if I may, Mr. Chairman. 

I represent the Municipal Finance Officers Association, as ¢ 
man of its committee on retirement administration. ‘The association 
is a professional and service organization cvoverned by more than 
2,500 active public officials representing various member governmental 
units. Its membership includes a number of persons identified with 
the direction and operation of retirement systems. 

The association favors a modification of section 218 (d) of the 
Social Security Act to pe rmit the States and local gorvernments to 
extend old-age and survivors insurance coverage to members of local 
retirement plans. It subscribes to the prine iple of local option and 
believes each political subdivision should have the right to make its 
own decision on the question of social-security coverage for their em- 
ployees. H. R. 7199 will eliminate the present mandatory exemption 
from social security applicable to members of existing retirement 
systems, which is unrealistic and impractical, and make it possib 7 
for the States and local governments desiring to do so to revise thei 
retirement systems with social security as base coverage. 

Under the bill, the approval of the members of a retirement system 
to extension of coverage would be required by means of a referendum 
to be held among the contributing members of a system. Such a plan 
is fully justified | and considering the important vested rights, equities, 
and expectancies acquired by the employees under existing plans over 
a period of years. This referendum provision is in cord with the 
stated policy of the associ: ition, with two ex pr 

1. It fails to stipulate that the plan of coverage on which the em- 
ploy es are to vote shall be clearly defined in the referendum. 

The measure of approval by the members of a system is given as 
two-thirds of the persons voting, instead of two- thirds of the con- 
tributing members of the retirement system. 

If the members of a system are to vote intelligently on the question 
of coverage, the employees should be fully in form ed as to the issue 
on which they are asked to vote, The bill should | pe : cieeeinel Lo pro 
vide for this requirement. 

The Federal Social Security Act now requires the approval to 
coverage of employees of nonprofit organizations in services which 
are exempt from Federal income taxes under section 101 (6) of tl 
Internal Revenue Code. In the provisions applicable to these em- 
ployees, the measure of approval for ini ti: al coverage is two-thirds 
of the members affected by the cover: lg ere 1s, there a a pre- 
cedent to the proposal that the measure of approval under the refer- 
endum plan applicable to public employees be a substantial majority 
of the members. 

Representations will no doubt be made before your committee that 
such a requirement would foreclose social security coverage for SOTne 
groups. There is no validity to this view, in my opinion. <A co- 
ordinated plan, properly formulated and represented, can be made suf- 
ficently adequate to attract the support of all classes of members of the 
system, including those with long service who have large accumulated 
equities, 
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While it may not be expected that the experience in industry in estab 
lishing supplementary plans will be fully duplicated in public em- 
ployment because of the fundamental differences between public and 
private enterprise and the absence of certain motivating factors, a 
number of Government units will probably undertake to establish 
coordinated plans. This most vexing problem, which has been before 
us for so many years, W il] then be satisfactorily resolved in accord with 
the policy enunciated in the bill, whereby “the protection atlorded 
employees in positions covered under a retirement system ** * will 
not be impaired.” 

Thank you, Mr. Chairman. This concludes my statement. 

The Cnatrman. Thank vou very much, sir, for your appearance and 
the information you have given to the committee. 

Without objection, your entire presentation may be made a part of 
the record. 

(Mr. Weinberg’s prepared statement follows :) 


STATEMENT or A. A. WEINBERG, CHAIRMAN OF THE COMMITTEE ON PUBLIC EMPLOYEI 
RERIREMENT ADMINISTRATION OF THE MUNICIPAL FINANCE OFFICERS ASSOCIATION 
OF THE UNITED STATES AND CANADA, CHICAGO, ILI 


I represent the Municipal Finance Officers Association, as chairman of its 
committee on public employee retirement administration. I am also a member 
of the executive board of the association. The association was founded in 1906 
and operates as a professional and service organization governed by active public 
officials who are representatives of various member governmental units. Its 
objectives are to improve the methods of public finance, develop general princi- 
ples of economy in State and local government administration and promote 
adequate accounting, budgeting and financial reporting in local governments 
Its interest in the subject of retirement stems from the fact that many of its 
members are required to deal with various problems of retirement planning, 
administration and financing in public administration. This necessarily affects 
taxation, and budget management and operation of governmental units, both 
local and State. The membership of the association also includes a number of 
administrators and directors of public employee retirement systems. 

The policies of the association are formulated by its membership at its regular 
annual conferences. On June 18, 1952, the association placed itself on record 
as recommending a revision of section 218 (d) of the Social Security Act so as 
to permit States and local governments to extend social security coverage to 
those employees who are members of local retirement systems. The repre- 
sentatives of the association’s Canadian membership abstained from voting on 
the recommendations because they have no direct interest in the subject The 
association believes in the principle of local option. This principle is reflected 
in the proposed amendment to section 218 (d) contained in H. R. 7199. This 
proposed amendment would enable each political subdivision to decide for itself 
the question of providing social security coverage for its employees. Any one 
of the following three steps could then be undertaken by a political subdivision. 

(1) Social security could be substituted for an existing local plan if local 
policy dictates such action; 

(2) An existing plan could be coordinated with social security, either on an 
integrated or supplemental basis; 

(83) Social security could be extended to the employees without change in 
the existing plan and superimposed on the local plan. 

Thus, each political subdivision would formulate its program in accordance 
with its own local needs and conditions. This, in the opinion of the members 
of the association, is in accord with a sound and constructive policy for public 
administration. 

The United States Bureau of Census in a report dated March 1953, indicated 
that there are approximately 3 million State and local government workers of 
different occupational categories, who are active members of existing local 
retirement systems. Another 300,000 public employees are in positions covered 
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by existing plans but are not actually participating 
tain local statutory exemptions. These 5,500,000 
for coverage under the OASIT provisions of the Socia 
posed amendment embodied in H. R. 7199 seeks to esta 
such coverage. The method proposed under H. R 
lation of a plan of coverage for each group of employees « 

bership of a retirement system. This plan would specif) 

ment that would be made in the retirement system upo! 

security coverage. The members of the existing local 

right to vote on any proposed change in pension pi 

take any one of the three forms described in the 

The voting feature in H. R. 7199 is comparable but 
is now applicable to persons in services performed , ‘ rezan 
ization exempt from income tax under section 101 (6) of t ntern Revenue 
Code. These persons may be included under soci: curity if at least two- 
thirds of the employees concur in the filing of a ‘rtificate a ving such 
coverage. Under that plan which is now a part of the law, only those employees 
who have given concurrence initially are covered by OASI All persons entering 
service thereafter in such covered organization would participate on a com 
pulsory basis. The method proposed for public employees under H. R. 7199, 
however, calls for the approval of coverage by two-thirds of the persons voting 
on the question, and this would bind the entire membership, both as to present 
and future members. 

In action on this question the membership of the association in annual con- 
ference on June 18, 1952 (Canadian members abstaining from voting), recom- 
mend a change in the act along the lines contained in H. R. 7199 subject to 
several conditions, namely: 

(1) That not less than two-thirds of the currently contributing participants 
having at least 6 months of contributing membership service shall affirmatively 
approve such coverage in the case of any individual retirement system ; 

(2) That when the issue is presented to the employees of political subdivisions 
for approval, the manner of adjustment of the local plan shall be clearly specified 
and defined ; 

(3) That any plan of social security coverage for any group of such employees, 
if approved, shall be deemed to be an agreement between the Department of 
Health, Education, and Welfare, a State and the employees of political subdi 
sions therein to the end that the rights, equities and expectancies of the em 
ployees under an existing retirement plan in accordance with the provisions of 
such plan will not be diminished or impaired. 

At this point let me discuss the second and third of the conditions mentioned 
above. Later during my testimony I shall discuss the plan of voting. The second 
of the proposed conditions is that the proposition on which the employees are 
asked to vote shall be made known to them. In proposing this condition it was 
the purpose of the Municipal Finance Officers Association to endeavor to insure 
that the members of established retirement systems, having substantial equities 
and expectancies under local plans, which had been earned over periods of long 
and faithful service, would be fully apprised of all facts pertaining to any pro- 
posal for adjustment or coordination of their local retirement plan. Perhaps such 
pertinent apprisement should be made locally as suggested by Mrs. Hobby, who 
may be quoted as saying that: 

“In view of the fact that the Federal Government could not require that the 
State carry out the proposed plan of coordination, we feel that a Federal require- 
ment that a comprehensive statement of the plan be issued could result in mislead- 
ing individuals and embarrassment to the Federal Government. Individuals con 
cerned might believe that, since the Federal Government required the statement 
of the plan to be issued, the plan was a federally approved one or that the Federal 
Government could compel the State to carry it out. Since the Federal Govern- 
ment could not do this, it would seem unwise to risk creating an impression that 
it could or should do so.” 

It would seem that this is an administrative problem and could more readily 
be handled by local regulations and local rules which will no doubt be required 
to effectuate the administration of such legislation as may be enacted to give 
effect to Federal coverage. 

The third condition was prompted by the fact that the vesting and contractual 
rights of employees under the established local retirement plans are not clear, 
and some security is deemed essential to protect the rights of the employee par- 
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ticipants under existing local plans. This third condition has been met, at least 
partially, by the excellent statement of policy contained in H. R. 7199, namely: 

“It is hereby declared to be the policy of the Congress in enacting the succeeding 
paragraphs of this subsection that the protection afforded employees in positions 
covered under a retirement system on the date an agreement under this section 
is made applicable to service performed in such positions, or receiving periodic 
benefits under such retirement system at such time, will not be impaired as a 
result of making the agreement so applicable or as a result of legislative enact- 
ment in anticipation thereof.” 

This expression should serve notice to all local officials that by the enactment 
of this legislation it was not the intention of Congress to do away with the exist- 
ing local retirement systems or create any impairment in the existing equities 
or expectancies thereunder. 

Referring to the first of the three conditions, it will be observed that the reso- 
lution of the association contains a stipulation that the plan of approval in any 
referendum held among the members of an existing local retirement system shall 
be not less than two-thirds of the currently contributing participants having at 
least 6 months of contributing membership service. This requirement is 
advisable and necessary, in the opinion of the association, in order to have an 
affirmative expression on the question of coordination and such other form of 
adjustment as may be proposed, from a majority of the members of a retirement 
system which could be regarded as being sufficiently substantial in number. To 
bring social-security coverage into a group which had been operating under a 
local plan for a number of years, would constitute a major revision in policy 
and would affect the rights, equities, and vested interests of a large number of 
members Any change in their status quo could, and probably would, result in 
an impairment of rights lor example, many personal services which would 
be subject to this change include a considerable number of short-term employees. 
Such persons would more readily vote in favor of social-security coverage, 
especially since only a 2-percent wage contribution would be required from them 
at present rates as against a 5-percent, 6-percent, or 7-percent rate of contribu- 
tion under their existing plans. They would also probably be attracted to a 
possible lump-sum refund of their accumulated contributions, payable from the 
local system, which would be obtainable upon termination of the local plan and 
its substitution by social security. 

The continued pressures for retrenchment in expenditures in local government 
may be used by some public officials as an excuse or reason for the abandonment 
of a local plan in favor of Federal social security because of the lower imme- 
diate taxpayments under the latter program. Despite the publicity given during 
recent years to the need for retirement plans as an essential incentive for good 
government, and for economy and efficiency in public administration, there are 
still many local officials who are uninformed about the value of these provisions 
and their accomplishments as an aid in the maintenance of a sound and pro- 
gressive personnel policy in government. 

Because of conditions peculiar to public administration, public employees 
are faced with factors such as these which make it more difficult for them to 
protect and preserve such welfare measures as they have been able to obtain, 
through their untiring, intensive, persistent and loyal efforts over a long period 
of years. This is, of course, an unfortunate circumstance from an employee 
viewpoint. 

Representations are made from time to time that the position of public 
employees under local plans is no different than was the position of workers in 
private industry under existing private pension and retirement plans at the 
inception of Federal social security in 1987. There are those who will appear 
before your committee who will probably present that viewpoint. This analogy 
is fundamentally wrong, and is therefore open to serious challenge. In the first 
place, the profit motive is peculiar only to industry. The intense competition 
for labor that has prevailed during recent years made it imperative that indus- 
trial enterprises institute employee welfare measures. Secondly, the factor of 
employers’ tax deduction for contributions for employee pensions under pre- 
vailing conditions of high taxes has influenced many profit-motive organizations 
to establish retirement plans especially when such plans would also benefit the 
officers and other high-level salaried employees. Third, organized union labor 
has had much to do with the establishment of new retirement plans as a part 
of wage agreements, or in the liberalization of plans under collective-bargaining 
agreements. 
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The first two factors are peculiar only to profit-motive industry and are not 
found in public administration which is nonprofit in character. The third 
factor exists in governmental operations only in a relatively minor degree 
Hence, there is no valid basis for the premise that what has happened in certain 
segments of industry can be expected to be duplicated in public administration, 
and that a referendum provision is unnecessary or a strengthening of that pro 
vision is unwise. On the contrary, the existence of these fundamental variances 
between public and private workers makes it imperative that a different approach 
be adopted for public employees which recognizes the practicality of the problem, 
in the interest of equity and justice, and the general welfare. A referendum 
plan for these employees is appropriate and justified. The plan embodied in 
H. R. 7199 should be strengthened as recommended by the association 

To summarize: 

(1) H. R. 7199 reflects substantially the stated policy of the Municipal Fi 
nance Officers Association on the subject of social-security coverage for em- 
ployees who are members of established local retirement systems. 

(2) The referendum provision contained in the bill is a necessary and de 
sirable feature in order to insure an orderly and equitable adjustment of estab 
lished pension programs in effect for the public employees concerned, on either 
an integrated or a coordinated basis as may be determined by a particular 
governmental unit. 

(83) To provide proper protection for the large number of long-term service 
employees who have acquired substantial earned credits and vested rights in 
the existing public retirement systems during the process of bringing in old-age 
and survivors insurance coverage, the measure of approval in the public em 
ployee referendum should be made at least two-thirds of the affirmative vote of 
the contributing participants, instead of two-thirds of the members voting on 
the proposition. This then would be in accord with the intent of the legislation 
as set forth in the statement of policy contained in H. R. 7199, to provide ade 
quate protective measures so as to insure that “the protection afforded employees 
in positions covered under a retirement system * * * will not be impaired 


The Cuatrman. <Any questions? 
That is all, thank you, sir. 


Mr. Saptak. Mr. Chairman, I noted that you have submitted for 
the record, with other statements, one from the Connecticut Educa 
tion Association. A similar statement had been sent to me by the 
president of the Connecticut Education Association for inclusion in 
the record. I would like at this time to associate myself with that 
testimony and to state that I will be guided accordingly when we 
vote on these important issues. 

(The statements and letters from State agencies and associations, 
referred to earlier by the chairman, are as follows:) 


STATEMENT OF WILLIAM T. Cops, PRESIDENT OF THE CALIFORNIA ASSOCIATION OF 
PusLic EMPLOYEE RETIREMENT GROUPS, BEFORE THE WAYS AND MEANS Com- 
MITTEE REGARDING THE APPLICABILITY OF THE PROVISIONS oF H. R. 7199 To 
Pusiic EMPLOYEE RETIREMENT SYSTEMS 


In excess of 90 percent of our local employees enjoy the benefits of their 
own retirement systems. These systems with only a few exceptions operate 
upon an actuarial reserve basis and all of them are of the contributory type. 
They serve as a savings account to the employees. Cities and counties make 
regular contributions to said funds in the form of deferred compensation. The 
schedule of benefits compares favorably with that of the progressive industrial 
concern which has its own retirement system as a supplement to the basie social 
security program. The structure of our retirement systems, aided by civil 
service which operates on a merit basis, serves to attract young people to enter 
the local government service with the result that we have no great problem 
with our people reaching the age of superannuation and retiring on a low allow- 
ance except in the case of seasonal, temporary, and intermittent employees. 

These casual employees to which we refer are not members of our retirement 
systems in most cases and are legally prevented from receiving credit under 
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social security for their services with local government agencies. Some of 
our retirement systems allow these people to accumulate their working time 
and under the provision of a guaranteed minimum pension provide adequate 
benefits for them at superannuation. This is an expensive procedure. 

Our retirement systems provide a schedule of benefits not contemplated 
in the social-security program. These schedules of benefits have been geared 
intimately to the need of our services in attracting young and well-qualified 
employees. The determination as to the type of benefits afforded has been pre- 
dominantly made by the employees themselves. Some of the social issues in- 
volved in the social-security program have been looked at and discarded for 
the sake of realistic application of retirement provisions being constituted an 
attraction to the desirable class of employees. This has been perhaps a selfish 
viewpoint, but it is the same viewpoint that forces private corporations to 
provide adequate retirement and fringe benefits for its employees so that the 
corporation can successfully meet competition. To weaken or to destroy the 
retirement system of our local government agencies would lower morale, in- 
crease the average age of entrance into our services, would encourage the carry- 
ing of employees on our payrolls long past the period of their useful service 
and substantially increase the unit cost of local government services, 

H. R. 7199 is basically good legislation. It is unfortunate that the implica- 
tions of the bill with reference to local government retirement systems have 
not been given comprehensive consideration. We believe that local government 
ean stand upon its own legs in a very substantial way and that it is neither 
necessary nor desirable to have Federal legislation seeking to protect local 
government establishments. On the contrary, it is not desirable to have hasty 
legislation adopted on the Federal level that will controvert the principles of 
career service as has been formally established for many years in this part 
of the Nation. Modifications of H. R. 7199 can easily be made that will make it 
a landmark in the history of relationship between the Federal and State govern- 
ments and that would encourage the stability of our local government establish- 
ments without detriment to other levels of government. 

The referendum is essential and the referendum should be based upon at 
least a majority vote and preferably a two-thirds vote of all members of each 
system. This truism is obvious to the person who is intimately acquainted with 
local government. Our employees are segregated into several hundred civil- 
service classifications. They work in widely dispersed areas. It is difficult to 
establish communications between these various sectors. They are not familiar 
with the benefits of their own retirement plan and it is an utter impossibility to 
quickly acquaint the majority of these employees with the effect that integration 
with social security would have upon the employment rights which they have and 
with which they are not familiar. It can be said that the plight of local govern- 
ment in this regard is much less than that of the Federal services. To this we 
heartily agree but we must call attention to the fact that there is no proposal 
before the Congress to place Federal civil servants under social security. If 
such proposals were actually made, our position would be just as strongly op- 
posed to casual legislation which would expose the Federal civil service retire- 
ment systems to amendment, lowering of benefits, the increase of the age of 
retirement and perhaps their gradual elimination, as we are to legislation affect- 
ing our own systems. 

Section 218 (d) is amended to provide for 90 days’ notice of the referendum to 
be given to all employees. It does not seem appropriate that the Federal Gov- 
ernment should lay down a detailed bill of specifications of procedures to be 
followed by the States, and neither does it seem appropriate that the Federal 
Government should flagrantly disregard all of the earmarks of the needs of such 
a situation. This notice should show the date and place and conditions under 
which the referendum will be conducted. It should outline the benefits of the 
social-security program, and the present and future cost of such program to the 
employee, and it should also show the exact changes if any in both the benefit 
schedule and the cost of such to the employee in his own retirement system. If 
there still be relics of constitutional inhibitions limiting this procedure from the 
viewpoint of the Federal Government, a very useful purpose could be accom- 
plished by addinng to the requirement that 90 days’ notice of the referendum be 
given language to the eeffct that: “It is the sense of the Congress that this 
notice shall contain a summarization of the benefits to be gained by the employee 
under the social-security program, the benefits to be lost, if any, by the employee 
im his own retirement system, the cost of the social-security program to the em- 
ployee and the decrease in cost to the employee in his own retirement system.” 
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We believe that amendments should be made to H. R. 7199 under which casual, 
seasonal, intermittent, and temporary employees, Without regard to their classi- 
fication or the position in which they are emplo} brought under 
social security when and if they do not for any reason become members of the 
State or local retirement system. Only a few of our retirement systems have 
acepted the challenge involved in this situation and made adequate provision for 
such employees. For the greater part these employees are in an unfortunate 





position. The mandatory placement of these individuals under social security, 
or until certificate is made by local authorities that they are now members of a 
State or local State or local retirement system, would perpetuate what we deem 
to be the sense of fair and equal rights, and would at the same time stabilize 
local service and 
lished civil-service programs. 

There are many other factors of far-reaching influence that should 
into consideration prior to the time when section 218 (d) of the Social 





added sense of dignity and permanence to our estab- 





Act of 1950 is amended. It was recognized that this section was a t 
stopgap. It was planned that comprehensive studies of facts and tl 
cations would be made so that such section could b \ d along tl lines 
that would improve conditions without militating a 1e institutions that 
the more progressive local government jurisdictions rected If the three 


suggestions herein made cannot be written into H. R 199, we must conclude 
that it is the result of lack of familiarity with actual 
our own inability to express ourselves effectivel these conditions it 
would be our considered opinion and our request the proposals for the 
amendment of section 218 (d) concerning public employees be held over to the 
next session of Congress and that the committee work on this subject which we 
understand has been eminently constructive be cont led 


ts, based perhaps 





JOINT STATEMENT OF THEODORE H. JENNER, Pr F THE CALIFORNIA STATE 
EMPLOYEES’ ASSOCIATION, WILLIAM T. COBB, PRESIDENT O THE CALIFORNIA 
ASSOCIATION OF PUBLIC FP MPLOYEE RETIREMENT GROUPS, AND HUBERT W. BRYANT, 
PRESIDENT OF THE LEAGUE or COUNTY EMPLOYEE ASSOCIATIONS (CALIFORNIA) 
REGARDING THE APPLICABILITY OF H. R. 7199 To PuBLic EMPLOYERS WHo ARI 
ALREADY COVERED BY EXISTING PUBLIC-EMPLOYEE RETIREMENT SYSTEMS 





A 


To the Honorable Ways and Means Committee of the House of Representatives: 

The following statement relates only to those provisions of H. R. 7199 which 
would modify or remove the existing provisions of the Social Security Act which 
exclude from coverage under the old-age and survivors insurance program, pur- 
suant to a Federal-State agreement, those public employees who are already 
covered by an existing public employee retirement system. 

We respectfully submit to the honorable Ways and Means Committee the 
points set forth below as reasons, among others, the present provisions of 
H. R. 7199 relating to public employees now covered by existing retirement 
systems are grossly inadequate to recognize and preserve those fundamental 
principles on which public employee retirement systems are based, and which 
must be maintained to protect the public interest of the several States and local 
governmental agencies, as well as the rights and benefits of the public employees 
affected : 





1. There should be provision for freezing “average wage” and “primary insurance 
amount” if the employee retires at or above the normal retirement age of 
his system but helow age 65 
It is the prevailing practice in progressive public-employee retirement systems 
to have a normal retirement age allowing retirement below age 65. TI 
is twofold: first, it is the fundamental purpose of such systems to encourage 
retirement of an employee when, through superannuation, his efficiency is im 
paired below a reasonable standard; the age at which superannuation is reached 
varying greatly among individuals; and second, such provisions authorizing re 
tirement below age 65, together with other provisions characteristic of public 
employee retirement systems, constitute a part of government’s bid in the 
competitive labor market. 
If a State attempted to “integrate” its retireme system with the OASI 
program, there is grave danger that it would ultimately be forced to adopt 
legislation prohibiting retirement below age 65. Under “integration,” which 
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is the only way a guaranteed fixed retirement formula can be maintained for 
the “total” allowance, the State would reduce the benefit paid from the State 
system by a fixed percentage of the “primary insurance amount” when OASI 
benefits begin. But if there is no “wage freeze’ provided by the Federal law 
and the agreement, to take effect when the employee retires at or above the 
normal retirement age of the State or local system, the time elapsing after such 
retirement date will reduce the “average wage” and the “primary insurance 
amount,” and will, therefore, reduce the portion of the State’s cost that the 

State would recover by the offset. Thus, over a period of years, the State 

could lose millions of dollars by allowing retirement below age 65. 

In like manner, the State, under integration, would lose large sums by allow- 
ing retirement after age 65. The OASI is designed to discourage the worker 
from leaving active employment to draw benefits; and the low cost of the OASI 
type of coverage is due, in part, to this fact. States integrating with OANI, 
on the other hand, would tend to force their employees to retire not later than 
65, in order not to postpone the recovery of a portion of the States’ contribution 
through the offset. 

For the foregoing reasons, the present provisions of H. R. 7199 would, for 
practical purposes, give no choice between “integration” or “supplementation,” 
and would thus result in a State being forced to choose the latter. 

Supplementation involves two systems: OASI and a system of benefits pro- 
vided by the State or local government which is in addition thereto. The OASI 
program was not originally intended to be a substitute for all or any part of 
a public employee retirement system; and its fundamental philosophy is opposite 
that on which a sound public employee retirement system is based. 

2. The present provisions of H. R, 7199 relating to a “wage freeze” during 
periods of disability are inadequate to meet the needs of public employee 
retirement systems 

If a governmental retirement system is to be combined with OAST, it is imper- 
ative that the Federal-State agreement provide that if a covered employee is 
retired for disability by the administering board of the State or local systems, 
such retirement shall be conclusively presumed to be a period of disability for 
the purposes of the “wage freeze” under OAST. 

Under H. R. 7199, the Secretary of the Department of Health, Education, and 
Welfare makes the final determination as to whether the covered employee is dis- 
abled for purposes of the “‘wage freeze.’ The complete chaos that would result in 
the admiinstration of State or local retirement systems, where the administering 
board, in the absence of fraud or gross negligence, was not the final determining 
authority on disability retirement, should be self-evident. 


8. H. R. 7199 does not contain adequate provisions to require that all data neces- 
sary to make actuarial valuations of the State or local system must be fur- 
nished promptly by the Bureau of Old Age and Survivors Insurance 

The State system could not determine the adequacy of its reserves or contribu- 
tion rates, in the case of “integration” with OASI, unless the Federal act makes it 
mandatory for the Bureau of Old Age and Survivors Insurance, within a reason- 
able time, upon request, to furnish the board of administration of the State or 
local system all necessary data concerning the coverage and wage credits, not 
only of all present employees covered by OASI but also all former employees, still 
covered, who are entitled to deferred benefits under the State or local system. 

Without this information, the system could not anticipate, nor forecast with any 

degree of statistical accuracy, the offsets to be made against benefits under such 

system at the time the employee, or former employee, attains age 65 or commences 
to receive OASI benefits. 


j. H. R. 7199 does not contain adequate provisions relating to the determination 


of “coverage groups” 

In order to avoid a chaotic condition in the administration of State retirement 
systems, it is of the utmost importance that each State be allowed to determine 
the class or classes of its members that will constitute separate “coverage groups.” 
H. R. 7199 restricts these separate groups too narrowly to meet the needs of 
State and local systems. 

For example, the State employees’ retirement system of California, on June 30, 
1953, covered 66,335 State employees, and in addition, pursuant to separate con- 
tracts authorized by law, covered 21 counties having 7,740 members: 95 cities hav- 
ing 20,057 members; and 203 districts having 28,726 members. The combined 
membership of the system on that date was 122,858. 
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Under H. R. 7199, the employees of these contracting ageucies would either be 
included with State employees in one coverage group, or, if not included with the 
State employees, the members under each county contract would have to be a sep- 
arate coverage group. The application of these provisions with respect to cities 
and districts is not clear; because H. R. 7199 refers to “political subdivisions” of 
the State, and makes no reference, with respect to coverage groups, to those gov- 
ernmental jurisdictions which the courts might hold are not political subdi- 
visions of the State. 

5. The “referendum” provisions of H. R. 7199 are inadequate 

The referendum for inclusion under OASI should require a two-thirds vote of 
all persons proposed to be made members of the coverage group affected by such 
referendum. 

To those familiar with the operation of State and local retirement systems, and 
with the difficulties involved in the dissemination of information to thousands of 
members scattered over wide geographical, and in many cases, remote, areas, the 
reasonableness of this proposal is self-evident. H. R. 7199 requires only a two- 
thirds approval of those voting. 


6. The 90-days’ notice of the referendum under H. R. 7199 is inadequate 
The reasons set forth under (5) above are equally applicable in this connection. 
We are generally familiar with many other points, not set forth above, which 

will be submitted before your honorable committee by other organizations as 

evidence of the inadequacy of the present provisions of H. R. 7199 relating to 
coverage of public employees under OASI. However, it is believed that the fore- 
going reasons will be sufficient to call to the attention of the Ways and Means 

Committee the imperative need for further careful study of the implications of 

OASI coverage for State and local governmental employees now covered by exist- 

ing public employee retirement systems and the serious threat imposed by those 

provisions of H. R. 7199, to the integrity of existing State and local systems, if the 

States and their employees must decide between the effective date of H. R. 7199 

and December 31, 1956, whether or not to come under OASI, subject to the pro- 

visions of that bill. 

It is noted that a study of the relation of old-age and survivors insurance to 
the Federal employee retirement systems is being studied by a Committee on 
Retirement Policy for Federal Personnel authorized by Public Law 555, &2d 
Congress ; and that a study of the railroad-retirement program and its relation 
to OASI was undertaken by the Joint Congressional Committee on Railroad 
Retirement esablished by Senate Concurrent Resolution 51 of the 82d Congress 

We respectfully suggest that the several States and local governmental agencies 
in the United States having established sound, progressive retirement systems 
designed to meet the special problems inherent in Government employment, are 
entitled to equal consideration ; and that this matter should be postponed until a 
comparable study has been made. We further suggest that the State officials and 
administrators of the State and local retirement systems should be given ade- 
quate opportunity to present their views and suggestions in connection with such 
a study. 

For the reasons stated above, we respectfully urge that the honorable Ways and 
Means Committee amend H. R. 7199 at this time, to delete therefrom all of its 
provisions relating to the modification or removal of the present provisions of 
the Social Security Act which exclude from coverage under OASI public em- 
ployees who are already covered by existing retirement systems; and that this 
entire matter be studied for at least 1 more year in the manner and for the 
seasons hereinabove set forth. 

Respectfully submitted. 

THEODORE H. JENNER, 
President, California State Employees’ Association. 
WILLIAM T. Copp, 

President, California Association of Public Employee Retirement 
Groups. 

Husert W. Bryant, 

President, League of County Employee Associations (California). 
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OFFICIAL STATEMENT, CoLtorApo Epucation AssocraTion, Re H. R. 7199—PErEr- 
TAINING TO EXTENSION OF SoctAL Security TO PusLICc EMPLOYEES 


(Submitted by Craig P. Minear, executive secretary of the Colorado Education 
Association ) 


On several occasions the Colorado Education Association has taken official 
action relative to the extension of social security. The official position of the 
Colorado Education Association, which was established by its delegate assembly 
on December 19, 1953, is as follows: 

“Be it resolved, That the association again join with the National Education 
Association to reaffirm to Congress its belief that properly planned and ade- 
quately financed State and local retirement systems serve best the requirements 
of the teaching profession. If these systems are to be supplemented by Federal 
social-security provisions, the enacted Federal legislation and State laws should 
give unconditional assurance that the total retirement benefits will not be reduced 
below those now guaranteed by present law. Such supplementary legislation 
should require an endorsement of a substantial majority of the membership after 
referendum among the active members of the existing State or local retirement 
system.” 

Some reasons for the adoption of this resolution by the teachers of Colorado 
are as follows: 

1. In 1944, through action of the State legislature, the Public Employees Retire- 
ment Association (PERA) was extended to include, for the first time, school 
district employees. 

2. Since that time the plan has been improved and now all school districts not 
covered by a local retirement plan are covered under the State plan 

3. As of March 1, 1954, 10.0483 school district employees are covered under the 
state PERA. This represents a very high percentage of the school employees 
who are eligible. 

4. Under the provisions of PERA the school employee pays 5 percent of each 
month’s salary toward his retirement, which amount is matched by the school 
district, and the benefits are proportionate to the amount contributed. 

5. The retirement benefits to the employees from a plan which is known 
to be actuarily sound, meet the requirements of this group in a very satisfactory 
manner. The members do not want to jeopardize in any way the operation of a 
very satisfactory retirement program. 

An analysis of H. R. 7199 (the new Reed bill) indicates: 


(1) That the bill would allow the States to provide coverage under Fed- 
eral-State agreements for members of State and local government retirement 
systems (except policemen and firemen) provided a vote were held among 
the active members of the system and two-thirds of those voting were in 
favor of coming under the old-age and survivors’ insurance.” And 

(2) “That it is the policy of the Congress in providing for the coverage un- 
der old-age and survivors’ insurance of employees under a State or local re- 
tirement system that the protection of employees and beneficiaries who are 
under the retirement system will not be impaired as a result of coverage 
under old-age and survivors insurance.” 


We strongly recommend that the following changes be incorporated in H. R. 
7199, which changes would provide more adequate safeguards for the maintenance 
of a sound retirement program: 

1. Members of State and local systems should be informed of what they are 
voting on in any referendum (best accomplished with full information accom- 
panying the ballot). 

It is our observation, on matters pertaining to school legislation in our State, 
in spite of our best efforts to inform our membership of the issues involved, by 
means of meetings, letters, bulletins, and our monthly Journal, it is extremely dif 
ficult to disseminate unbiased and factual information. To ask any group to vote 
on important changes in their own retirement system without provision for ade- 
quate information thereon, we feel would be dangerous and unfair to members 
with substantial rights and equities. 

2. There should be a favorable vote of two-thirds of the eligible voters, instead 
of two-thirds of those voting. 

We take violent exception to this proviso, as contained in H. R. 7199. As has 
been said, a favorable vote of “two-thirds of those voting’? makes possible minority 
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rule. Any proposition should be worthy of the support of a clear majority before 
adoption. In spite of arguments to the contrary, substantive changes in law 
usually require at least a favorable vote of a majority of the group; viz: 
Constitutional amendments require adoption by two-thirds of the States, The 
referendum in Colorado requires approval of two-thirds of the general assembly 
before submission to the electorate. We do not believe that a minority should be 
able to divest the majority of their vested interests. 

3. The definition of ‘coverage groups” and the voting therein should both be 
clarified. 

As to what constitutes a “coverage group” should not only be determinable at 
the State level, but should also be clear. As we construe provisions in H. R. 7199 
relating thereto, in statewide retirement systems, if any separate political subdi- 
vision is to be considered a separate coverage group, all covered political 
subdivisions must be so considered. We have 1,100 school districts in Colorado. 
Some of our coverage groups thus determined would consist of 2 or 3 persons. A 
ridiculous situation, to be sure, but that’s the present wording in H. R. 7199. 

Although we have some misgivings as to the extension of social security to our 
own group, we do realize that some groups under existing retirement plans are 
not so adequately covered as is our own. Under these circumstances we have no 
objection to H. R. 7199 provided that the above stated safeguards are incorporated 
within the framework of the bill. 


CEA STATEMENT ON H. R. 7199 


CONNECTICUT EDUCATION ASSOCIATION, 
Hartford, Conn., {April 2, 1954 
To: Hon. Daniel A. Reed, chairman of the House Ways and Means Committee 

The Connecticut Education Association, with a membership of over 12,400 
representing 83 percent of all Connecticut’s public-school personnel—is unalter- 
ably opposed to any efforts that would extend social-security coverage to the 
members of the Connecticut Teachers Retirement System without their expressed 
consent. 

Concerned with the proposals now before Congress to amend section 218 (4d) 
of the Social Security Act, the CEA has polled all State educational associations 
on this issue.* 

As a result of the findings of this inquiry, the CEA is reinforced in its convie 
tion that it would be clearly in the best interests of the morale of the Nation’s 
schools for Congress to enact and further strengthen the basic principles amend 
ing section 218 (d) of the Social Security Act as incorporated in H. R. 7199 

Therefore, the CEA board of directors on March 5, 1954, unanimously voted to 
endorse H. R. 7199 in principle as a means of providing more adequate safe 
guards to existing retirement systems for teachers and respectfully urges your 
committee to further strengthen the bill so that: 

1. The notice of any referendum under this legislation should include full and 
essential information on the plan to be voted upo! 

2. Such a referendum, in order to guarantee that the vote reflects the will of 
the group should require an affirmative vote of two-thirds of those eligible to vote. 

3. The definition of coverage group for purposes of determining eligibility to 
take part in such a referendum might best be left to the determination of the 
individual States by legislative action; but in any event, the concept of such 
“coverage group” should be limited to the voting members of a given retirement 
system such as the Connecticut teachers retirement system 





WALTER Kina Howe, Jr., President 
*A report of this inquiry is attached. 


CONNECTICUT EDUCATION ASSOCIATION 
Hartford, Conn. 
To: All State education associations. 
Re Teacher retirement and Federal social security 


The Connecticut Education Association, concerned with the proposals now 
before Congress to amend section 218 (d) of the Social Security Act* has polled 





1See NEA Research Special Bulletin No. 92, Jan. 20, 1954; re H. R. 6812, H. R. 6846, 
H. R. 6883, and H. R. 7199. 
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all State education associations concerning their attitude on the issues involved. 

Forty States presently maintain teacher retirement provisions without ref- 
erence to OASI, and 38 of these States have replied to our inquiry. 

The professional education associations in 36 of these States, employing more 
than 786,000 teachers, indicate opposition to any integration of their State 
teacher retirement provisions with OASI. 

Two States, Arizona and New Jersey, with a total of 38,925 teachers, favor 
integration with OASI. However, New Jersey indicates support for the general 
concepts embodied in H. R. 7199 calling for a referendum prior to any such 
integration. 

Six States, Massachusetts, Michigan, Missouri, South Carolina, Texas, and 
West Virginia, with some 190,467 teachers, report no position or ‘watchful 
waiting.” 

Thus, from the 40 States where teacher retirement provisions are apart from 
OANSI coverage, associations representing approximately: 

786,063, or 7.4 percent, of the teachers are against integration. 
38,925, or 3.8 percent, of the teachers favor integration.’ 
190,467, or 18.8 percent, of the teachers are “watchfully waiting.” 





Against Want to Continue Teachers 
State integration | integrate to study involved ! 
(a (h (c | (d) 
Alabama X 
Ari 4 X 
Arkansas X 
California X 
Colorado X 
Connecticut 4 
Florida X 
er x 
Tdiah« X 
THinois X 
Indiana X 
Kansas X 
Kentucky X 
Louisiana X 
Maine X 
Maryland xX 15, 847 
Ma chusett X 26, 880 
M ichiger X 44,000 
M innesota xX » S70 
M issouri xX 25, 387 
Montana X 5, 401 
Nebraska xX 12, 380 
Nevada (3 1, 598 
New Hampshire X 3, 275 
New Jersey (2 32, 300 
New Mexico : 8 BR4 
New York X 92, 000 
North Carolina X 32, 857 
North Dakota xX 7,110 
Ohi X 2,649 
Oklahoma X 18, 485 
Pennsylvania X 66, 426 
Rhode Island xX 4,135 
South Carolina X xX 18, 075 
rennessee X 24, 296 
Texas 7,875 
Vermont X 2, 606 
Washingtor X 18, 829 
West Virginia xX 18, 250 
W isconsin X 24, 645 
Total 786, 063 38, 925 190, 467 1,015, 455 

From Advanced Estimates of Public Elementary and Secondary Schools for School Year 1953-54, NEA 

November 1953 
2 Supports H. R. 7199 however 
3 No reply. 


2 New Jersey, however, would not oppose H. R. 7199 





SOCIAL SECURITY ACT AMENDMENTS OF 1954 347 


DENVER PusLic SCHOOL EMPLOYEES’ PENSION AND BENEFIT ASSOCIATION, 
De meer ie ( aU 
Hon. Dante. A. REEp, 
Chairman, Committee on Ways and Means, 
United States House of Representatives, 
Washington, D. C. 

GENTLEMEN: The retirement board of the Denver Public School Employees’ 
Pension and Benefit Association, representing in excess of 3,600 Denver public- 
school employees, wishes to advise you of its position in regard to H. R. 7199, pro- 
viding for the extension of social security, especially as it applies to publie 
employees. 

The objective of the State or municipality or school district as an employer 
is to constantly seek improvements of its working personnel. Some of the 
problems which arise are those related to: 

(1) superannuated employees, that is employees who no longer can work 
with reasonable efficiency because of age; 

(2) the disabled employees whose disability is due to occupational or non- 
occupational causes; and 

(3) dependents of employees whose death resulted from occupational 
hazards or otherwise. 

Various alternative methods have been used to meet these conditions. One 
obvious method is to retain the superannuated or disabled employees on the 
active payroll. This practice has been fourd to be unsatisfactory because of the 
adverse effect on the efficiency of the employees, and on the morale of the service 
in general. Another method is that of demotion, which, at best, is only a tem- 
porary expedient, subject to limitations. The third method is to place the em- 
ployees on a part-time or part-pay basis. Still a fourth method is to dismiss, 
without further compensation, employees who are superannuated or disabled. 
This method is unpopular with the public as an employer, and is definitely harm 
ful to employee morale. 

The limited usefulness and the many disadvantages of these methods have 
given rise to a systematic and well-defined plan of retirement and disability 
benefits, such as we have in the Denver public schools. It must be emphasized 
that a retirement plan does not create the problems incident to the hazards 
of old age, disability, or death. The problems created by these hazards exist 
among any group of employees. The purpose of a retirement plan is to solve 
these problems in an orderly manner and on a sound financial basis 

It is our belief that a retirement plan must meet two fundamental objectives 
These are “personnel” and “social.” The personnel objectives may be sum 
marized as follows: 

(1) to eliminate from the payroll superannuated and disabled employees 
who are, in fact, hidden pensioners, and thus remove employees who are no 
longer able, physically or mentally, to perform their work properly; 

(2) to aid recruitment by making the service more attractive to high- 
grade persons who might otherwise might seek employment in private 
industry ; 

(3) to make the service sufficiently attractive so that experienced persons 
of character and ability already in the service will not seek employment 
elsewhere ; and 

(4) to keep avenues of advancement open by eliminating superannuated 
employees, and thus improve employee morale. 

The social objectives are: 

(1) to provide against insecurity in old age and during disability in the 
most economical manner, according to an organized and systematic plan, 
equitably balanced for all persons covered ; and 

(2) to obviate the need for relief grants particularly to persons of lower 
incomes whose need is most urgent during periods of emergency 

There are advantages of such a plan to the employer, however, they are not 
always clearly understood. Unless death intervenes, every worker reaches a 
point where he is no longer capable of performing his best work, because of 
superannuation or disability. In the absence of a retirement plan, the various 
alternative methods previously referred to are to be used to meet the problem 
of old age, inefficiency or disability, or action is sometimes taken in the discharge 
of the employee. But, in practice, this course will not be pursued, because the 
discharge of an aged or disabled employee is repugnant. Instead, the employee 
is permitted to remain on the job. The effect of such a condition is that the 
employer is paying full salary and is charging the cost to his salary budget. 
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The employer, in such cases, is paying for a retirement plan, and even though 


none is actually maintained A retirement plan cannot be considered as a 
charity doled out to the aged employee; it represents a sound investment to the 
public as an employer. It constitutes an orderly means of providing for the 
retirement of employees at the end of their productive period, with the use of 
a capital fund built up during the active service of the employees. It helps 
make public administration a career for the able man or woman who is attracted 
to it but who hesitates to enter that service because of the lack of a definite 
prospect for financial independence. This is especially true of persons with 
special talents and proved ability. 





The increase in complexity of governmental and regulatory functions makes 
it of utmost importance to secure and hold the best possible types of employees, 
The retirement plan can be of marked service in achieving that objective by 
stabilizing personnel and by preventing at least a proportion of the losses which 
occur when trained and efficient employees leave the service because of superior 
opportunities elsewhere, Thus, positive gains accrue to the public as an employer 
in that: 

(1) higher grade men and women are attracted to the State, municipal, or 
school service; 
(2) younger and more efficient employees replace those who are super 
annuated or disabled; and 
(3) economies and increased efficiency are secured for the public service 

It is our observation that the continued threat of the extension of social 
security to members of our retirement system, without proper provision for 
adequate safeguards of the rights and equities of our members, has created 
unrest and a lack of confidence in our long-established retirement program. The 
addition of social security, 
weaken the attractiveness 0 


ither by supplementation or integration, tends to 
our retirement plan in the competitive hiring of 
school employees. We believe that the investment in our retirement plan by the 


t 
e 
L 


district over many years would tend to be lost if our retirement benefits were 
reduced to a common denominator, which social security is We feel that a 
superior retirement plan should not be diluted by integration or supplementation 
with OASI and, in addition, might be penny wise and pound foolish. The right 
to determine such issues should be left at the local level, and we feel that the safe 
guards advocated by the Joint Committee on Public Employee Organizations, if 
adopted, will re-create confidence among our employees to the effect that our 
retirement program is stable and substantial, and will not be altered, amended, 
or repealed contrary to the best interests of our employees and without the con 
sent of a substantial majority of them 

We note that courts have recognized that in private employment the seniority 
right of an employee is a proprietary right in which an employee has a vested 
interest By the same token, we believe it sound philosophy to recognize the 
accrued rights and benefits of public employees, which are based upon their 
seniority and assure them that they may not be divested of such without the 
consent of a substantial majority of the group. The sanctity of a contract was 
long ago recognized in the famous Dartmouth College case, and in this day and 
age when teacher-tenure rights are taken for granted, the recognition of accrued 
retirement rights does not shock our sense of propriety. 

We therefore urge the committee and Members of Congress to include in any 
revisions of the Social Security Act, the minimum safeguards as stated by the 
Joint Committee on Public Employee Organizations, which are as follows: 

(1) assurance that members of the State and local retirement systems 
shall know what they are voting on in the referendum: 

(2) favorable vote of two-thirds of the eligible members instead of two- 
thirds of those voting; 

(3) addition of a date to make the exclusion provision more effective ; 

(4) fire and police exclusion ; 

(5) determination of definition of coverage groups by State legislatures; 
and 

(6) inclusion of a statement of policy that it is the intent of Congress in 
permitting a coverage of State and local retirement systems by social 
security that the retirement rights of these individuals be not impaired or 
reduced thereby. 

Respectfully submitted. 


NEWELL B. WALTERS, 
Erecutive Secretary. 
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MASSACHUSETTS STATE EMPLOYEES ASSOCIATION, 
Boston 8, Mass, {pril 5, 1954. 
Ways AND MEANS COMMITTEE, 
United States House of Representatives, Washington, D. C. 

DEAR REPRESENTATIVE: Federal legislation which would extend social security 
to public employees has been followed with considerable interest and concern 
by the Massachusetts State Employees Association, which has a total of 19,000 
members of the 30,000 Massachusetts State employees 

In April 19538, at the executive committee meeting of the Massachusetts State 
Employees Association the following motion was adopted 

VoTep: To oppose the extension of social security to any position now covered 
by the Massachusetts State employees’ retirement system and object to the 
use of social-security numbers for identification of State employees. 

It further adopted the resolve voted by the delegates to the eighth annual con- 
ference of New England State employees associations in convention assembled 
at Kennebunkport, Maine, September 9-11, 1953, that it be recorded as unalter- 
ably opposed to the extension of social security to public employees currently 
covered by existing retirement systems; and that the associations represented 
at this conference be requested to extend thei 
guards in the event that the proposed amendment is considered in Congress, and 
that copies of this resolution be transmitted to the Members of the congressional 
delegation of the States here represented, the House Ways ano Means Com 
mittee and the Senate Finance Committee in the S4th Congress of the United 
States of America, and that their active support of the principles stated herein 
be respectfully requested. 

It further adopted the vote of the presidents of the New England State Em 
ployees Associations held on Friday, March 5, 1954, at Boston, Mass., urging 
their associations to contact their Congressmen and instruct them to protect 
their present retirement systems by employing the f wing safeguards 

1. Assurance that the members of State and local retirement systems shall 
know what they are voting on in the referendum 

2. Favorable vote of two-thirds of the eligible members, instead of two-thirds 
of those voting. 

3. Addition of a date to make the exelusion provisions more effective 
4. Certain editorial changes so as to leave the question of definition of cover 
age group to State legislatures 

5. Inclusion of a statement of policy that it is the intent of Congress in 
permitting the coverage of members of State and local retirement systems by 
social security that the retirement rights of these individuals be not impaired 
or reduced thereby. 

The Massachusetts State Employees Association agrees that public employees 
who are not covered by a retirement system should be permitted to acquire 
coverage under the social-security system. We do not agr 
can be applied to State employees who are members of retirement systems with 
out causing major changes in the rights and benefits now provided and the basi¢ 
objectives contained in the State retirement systems 

Very truly yours, 


best efforts in effecting such safe- 





that social security 








Pau J. WALSH, President. 


MASSACHUSETTS STATE EMPLOYEES ASSOCIATION, 
Boston 8 Mass 
To: The Honorable Daniel A Reed, chairman, and members of the House Ways 
and Means Committee, Washington, D. C 
Filed by: Paul J. Walsh, president, Massachusetts State Employees Association. 
Subject: This memorandum summarizes the attitude of State and other public 
employees of the New England States regarding the proposed extension of 
Federal social security to public employees and their requests that any such 
legislation contain safeguards to prevent any detrimental changes to exist- 
ing State and local retirement systems. 

Massachusetts was the first State to adopt a general retirement system for 
its State employees, passing an act in 1911, covering all employees in the direct 
service of the Commonwealth. During the past 43 years there has been a gradual 
extension of retirement coverage to other public employee groups and now we 
have probably the most comprehensive coverage of all States, with more than 
140,000 members in the State and local contributory systems. 
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Employees of this State are confident the system will continue to exist ants 
fulfill its role as an important and integral part of an enlightened personnel 
policy. They are committed to the maintenance of local retirement systems in 
the belief that the objectives of such systems, namely, to attract and retain 
competent personnel in the State service, to induce long career service, and to 
provide a systematic plan for the retirement of aged and incapacitated workers, 
cannot be achieved under the Social Security Act whose principle, if not exclu- 
sive, is social in character. 

The Massachusetts State Employees Association joins with public employees 
throughout the country on the issue of social security. Over the years they have 
acquired valuable vested rights, equities, and expectancies under existing con- 
tributory retirement systems which could be jeopardized, impaired, or diminished 
if not properly safeguarded. They are in full accord with the policy of the 
National Conference on Public Employees Retirement Systems and with the 
insistence of the conference that any bill to amend section 218 (d) of the Social 
Security Act making OAST available to public employees include at least the 
following five points as minimum safeguards for existing State and local retire- 
ment Systems: 

1. Assurance that the members of State and local retirement systems 
shall know what they are voting on in the referendum 

2. Favorable vote of two-thirds of the eligible members, instead of two- 

thirds of those voting. 

3. Addition of a date to make the exclusion provisions more effective. 

4. Certain editorial changes so as to leave the question of definition of 
coverage group to State legislatures. 

5. Inclusion of a statement of policy that it is the intent of Congress in 
permitting the coverage of members of State and local retirement systems by 
social security that the retirement rights of these individuals be not impaired 
or reduced thereby. 

It is appreciated by State and other public employees that H. R. 7199 contains 
a cutoff date (point No. 3) so that employees who on that date are in positions 
covered by a retirement system can be brought into OASI only through a refer- 
endum., H. R. 7199 also contains a statement (point No. 5) which indicates 
it is the policy of the Congress in providing coverage under OASI of employees 
under a State or local retirement system that the protection of the employees 
and beneficiaries who are under the retirement system will not be impaired as a 
result of coverage under OASI, This is a strong declaration of policy, but, of 
course, it does not have either the force or effect of law. 

We take this opportunity to present to the committee the point of view of 
State employees, not only in Massachusetts, but also in the other 57 States which 
maintain separate retirement systems for State government workers. In their 
considered judgment further safeguards should be contained in any amendment 
to section 218 (d) so as to preserve valuable rights and benefits, and it is their 
policy to insist on the following three points: 


(1) Statement of plan to be voted upon 

There is general agreement that the bill should provide some assurance that 
the members of a State retirement system know what they are voting on in refer- 
endum. Therefore, the Massachusetts State Employees Association asks: 

(a) that State officials be required to give notice through a comprehensive 
statement of the plan of coordination and its effect on the State retirement 
system, and 

(b) that the ballot identify the plan of coordination announced in the 
previously given notice. 

Massachusetts State employees should be furnished the full text of the plan 
of coordination at least 2 weeks in advance of balloting so they will under- 
stand what is contemplated by way of change. With this preliminary informa- 
tion they will be able to intelligently consider the plan. Massachusetts State 
employees also ask that they be furnished with a fair, concise summary of the 
plan announced in the preliminary notice as it will appear on the ballot. 

The foregoing provisions relating to preliminary statement of purpose and 
plan are similar to those found in many State constitutions as they relate to 
petitions for initiative and referendum. The use of this procedure assures that 
the Massachusetts State employees understand the basic changes which are 
under consideration. If not adopted there is possibility of misunderstanding 
and a vote resulting in a choice which would not be in the best interests of 
Massachusetts State employees or the public that these employees serve. 
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(2) Favorable vote of two-thirds of the cligible members 

The use of referendum is generally accepted by State and employees as being 
in the democratic tradition. It is not alone sufficient to require that a referen- 
dum be held, it is absolutely necessary and essential that the bill require a 
favorable vote of two-thirds of the eligible voters. 

Over the years members of the State employee retirement systems have ac- 
quired valuable rights, equities, and expectancies and they are anxious to pro- 
tect these interests. It is generally agreed that compensation paid in the pub- 
lic service is less than those paid for comparable positions in private industry, 
and as a result about the only real assets a State employee has, other than his 
sarnings, is the savings accumulated in his retirement system and the assurance 
of a retirement allowance after long years of faithful service. They are in a 
different position than industrial workers who had little, if any, vested retire- 
ment or pension right when they were taken into social security. 

A two-thirds vote of those voting is not an adequate safeguard to assure a fair 
and equitable decision on a matter of such vital concern to public employees. 
They believe such a provision might result in only a small proportion of the total 
membership voting and wiping out basic rights and valuable benefits earned over 
the years by the other members of the system. A favorable vote of two-thirds of 
the eligible voters is similar to that found in constitutions and statutes specifying 
the required vote on serious and basic matters. It is a reasonable request and 
requirement and should be granted by the Congress. 


(3) Definition of Coverage Group 

It is generally agreed by Massachusetts State employees and those charged 
with administering retirement systems that any definition of coverage group as 
contained in the bill should be left to the States. Thirty-eight States maintain 
retirement plans for State government workers. In addition there are the 
numerous teacher and public employee retirement systems. Examination of the 
individual public employee systems throughout the country will reveal wide 
differences in what is considered a coverage group. ‘There are all-inclusive State 
systems, including teachers and employees of political subdivisions on either a 
compulsory or elective basis. Some systems cover only particular groups of 
public employees. It would be almost impossible to draft a Federal law to cover 
all possible variations found in the different retirement laws and systems. 

The Massachusetts State Employees Association recommends that the defini 
tion of coverage group be solved within each State according to the decisions 
of the individual State. Accustomed to appearing before their State legisla 
tures in favor of or against proposals for changes in their systems. Massachusetts 
State employees appreciate the consideration extended to them over the years 
by the legislators and feel the legislators recognize the conditions peculiar to 
the State and the employees who are members of the retirement systems. Where 
there are public employees in retirement systems not subject to the legislature, 
the determination of coverage group should be by the governor. All other dete 
minations of what is a coverage group shouid be left to the decision of the State 
legislature. If the decisions should be placed in the hands of any other indi- 
vidual or group there is likelihood of much confusion and misunderstanding 


SUMMARY 


In conclusion, we Massachusetts State employees take this opportunity to 
thank the committee for its kind consideration of the five points referred to in 
this statement, and the reasonable requests that the safeguards be incorporated 
in legislation, particularly (1) full information so members shall be informed 
of what they are voting on in any referendum, (2) favorable vote of two-thirds 
of the eligible voters, and (3) definition of coverage group to be decided at the 
State level. 

The inclusion of these reasonable requirements will serve to preserve the 
valuable rights and interests that the Massachusetts State employees have in 
their State retirement system. 

Attached are copies of resolutions petitioned to the Massachusetts Legislature 
by the Massachusetts State Employees Association memorializing Congress 
relative to the Federal Social Security Act adopted by the Massachusetts Legis 
lature on March 16, 1954. The thoughts and sentiments expressed in the reso- 
lutions are representative of those of State employees generally throughout 
Massachusetts and the other New England States. 

Hearings on Social Security before House Ways and Means Committee, 
Washington, D. C., April 8, 1954. 
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THE COMMONWEALTH OF MASSACHUSETTS 
OFFICE OF THE SECRETARY 
State House, Boston 33 


RESOLUTIONS MEMORIALIZING CONGRESS RELATIVE TO THE FEDERAL SOCIAL 
SECURITY ACT 


Whereas the matter of extension of Federal social security to public employees 
in positions covered under existing retirement systems, State and local, through 
has been 

proposed and is now under consideration by the Congress of the United States; 


the amendment of section 218 (d) of the 1950 Social Security Act, 


and 


Whereas the public employees now covered in existing retirement systems 
do definitely and unalterably oppose any detrimental change to their existing 
coverage and at the same time desire that provisions of some type be made to 
cover public employees not now covered in a retirement system: Therefore be it 

Resolved, That any amendments to the existing Social Security Act should 
provide in detail the conditions under which any such extension to public em- 


ployees should be permitted; and be it further 


Resolwed, That both active and retired members of such existing retirement 
systems shall be guaranteed any benefits enjoyed at the time of the enactment of 


such legislation without diminution or impairment: and be it further 


Resolved, That in case of such extension or integration, the members shall be 
assured that the benefits of such combined plan are equal to or better than those 


of the existing retirement system; and be it further 


Resolved, That such extension should be limited to those retirement systems 
in which at least two-thirds of the active members vote in the affirmative to 
accept a plan for coordinating their retirement system with the Federal social- 


security program; and be it further 


Resolved, That the General Court of Massachusetts hereby urges the Congress 
of the United States to enact legislation providing that no Commonwealth or 
State having a retirement system shall be required to have its employees brought 
under the provisions of the Federal Social Security Act unless two-thirds of the 
members of the retirement system of such Commonwealth or State approves of 


such action; and be it further 
Resolved, That copies of these resolutions be sent forthwith by the State se 


tary to the President of the United States, to the presiding officer of each branch 


of Congress, and to the Members thereof from this Commonwealth. 
Adopted, house of representatives, March 10, 1954. 


LAWRENCE R. GRoOvE, Clerk 


Senate, March 16, 1954, adopted, in concurrence. 


IRVING N. HAYDEN, Clerk. 


A true copy. Attest: 
[sear] EpWArD J. CRONIN, 


Secretary of the Commonwealth. 





MEMORANDUM 


To: Hon. Daniel A. Reed, chairman, and members of the House Ways and Means 


‘ 


Committee, Washington, D. C. 


Filed by: John E. Coyne, president, Massachusetts Association of Contributory 
Retirement Boards, and member of the executive committee of the National 


Conference on Public Employee Retirement Systems. 


Subject: This memorandum summarizes the attitude of State and other public 
employees of the New England States regarding the proposed extension 
of Federal social security to public employees, and their requests that any 
such legislation contain safeguards to prevent any detrimental changes to 


existing State and local retirement systems. 


Massachusetts was the first State to adopt a general retirement system for 
its employees, passing an act in 1911, covering all employees in the direct service 
of the Commonwealth. During the past 43 years there has been a gradual 
extension of retirement coverage to other public-employee groups, and now we 
have probably the most comprehensive coverage of all States, with more than 


140,000 members in the State and local contributory systems. 
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Employees of this State and public subdivisions thereof are confident the 
systems will continue to exist as individual units and fulfill their role as an 
important and integral part of an enlightened personnel policy. They are 
committed to the maintenance of local retirement systems in the belief that 
the objectives of such systems, namely, to attract and retain competent per- 
sonnel in the public service, to induce long career service, and to provide a 
systematic plan for the retirement of aged and incapacitated workers, cat 
be achieved under the Social Security Act whose principal, if not exclusive, 
objective is social in character. 

Massachusetts public employees join with public employees throughout the 
country on the issue of social security Over the years they have acquired va 


able vested rights, equities, and expectancies under exis ¢ contributory retire 


ment systems which could be jeopardized, impaired, or iinished if not properly 
safeguarded. They are in full accord with the policy of the National Conference 
on Public Employees Retirement Systems and with tl insistence of the cor 

ference that any bill to amend section 218 (ad) of e Social Security Act making 
OAST available to public employees include at least the following five points as 
minimum safeguards for existing State and local retirement systems 


1. Assurance that the members of State and local retirement ssytems shal 
know what they are voting on in the referendum 


2 Favorable vote of two-thirds of the eligible members, instead of two-thirds 
of those voting. 

3. Addition of a date to make the exclusion provisions more effective 

4. Certain editorial changes so as to leave the question of definition of cover 
age group to State legislatures 
5. Inclusion of a statement of policy that it is the intent of Congress in permit 


ting the coverage of members of State and local retirement systems by socia 


security that the retirement rights of these individuals be not impaired or 
reduced thereby. 

It is appreciated by State and other public employees that H R. 7199 cont: sa 
eut off date (point No. 3) so that emp!oyees who on that date are in positions 


covered by a retirement system can be brought into OAST only throuch a 
referendum. H. R. 7199 also contains a statement (point No. 5) which indicates 
it is the policy of the Congress in providing coverage under OASI of employees 
under a State or local retirement system that the protection of the employees 


i 
and beneficiaries who are under the retirement system will not be impaired as a 
result of coverage under OASI. This is a strong declaration of policy, but of 

course it does not have either the force or effect of law 
We take this opportunity to present to the committee the point of view of 
State employees, not only in Massachusetts, but also in the other 37 States which 
maintain separate retirement systems for State government workers In their 
considered judgment further safeguards should be contained in any amendment 
to section 218 (d) so as to preserve valuable rights and benefits a d it is their 


ylicy to insist on the following three points: 
’ J 


(1) Statement of plan to be voted upon 

There is general agreement that the bill should provide some assurance that 
the members of State and local retirement systems know what they are votin 
on in referendum. Therefore, public employees ask: , 

(a) That State or local officials be required to give notice through 
comprehensive statement of the plan of coordination and its effect on the 
State or local retirement system, and 

(b) That the ballot identify the plan of coordination announced in the 
previously given notice 

Public employees should be furnished the full text of the plan of coordinatior 
in advance of balloting so they will understand what is contemplated by way 
of change. With this preliminary information they will be able to inte Higently 
consider the plan. Public employees also ask that they be furnished with a fair. 
concise summary of the plan announced in the preliminary notice as it wi 
appear on the ballot. 

The foregoing provisions relating to preliminary statement of purpose and 
plan are similar to those found in many State constitutions as they relate to 
petitions for initiative and referendum. The use of this procedure assures that 
the public employees understand the basic changes which are under considera 
tion. If not adopted there is possibility of misunderstanding and a vote result 
ing in a choice which would not be in the best interests of public employees o1 
the public that these employees serve. 








































































354 SOCIAL SECURITY ACT AMENDMENTS OF 1954 


(2) Favorable vote of two-thirds of the eligible members 

The use of referendum is generally accepted by State and local officials and 
employees as being in the democratic tradition. It is not alone sufficient to 
require that a referendum be held. It is absolutely necessary and essential that 
the bill require a favorable vote of two-thirds of the eligible voters. 

Over the years members of public employee retirement systems have acquired 
valuable rights, equities, and expectancies and they are anxious to protect these 
interests. It is generally agreed that compensation paid in the publie service is 
less than those paid for comparable positions in private industry, and as a result 
about the only real assets a public employee has, other than his earnings, is the 
savings accumulated in his local retirement system and the assurance of a 
retirement allowance after long years of faithful service. They are in a different 
position than industrial workers who had little, if any, vested retirement or 
pension rights when they were taken into social security. 

A two-thirds vote of those voting is not an adequate safeguard to assure a fair 
and equitable decision on a matter of such vital concern to public employees. 
They believe such a provision might result in only a small proportion of the 
total membership voting and wiping out basic rights and valuable benefits earned 
over the years by the other members of the system. A favorable vote of two- 
thirds of the eligible voters is similar to that found in constitutions and statutes 
specifying the required vote on serious and basic matters, it is a reasonable re- 
quest and requirement and should be granted by the Congress. 

(3) Definition of coverage group 

It is generally agreed by public employees and those charged with administer- 
ing retirement systems that any definition of coverage group as contained in the 
bill should be left to the States. Thirty-eight States maintain retirement plans 
for State government workers. In addition there are the numerous teacher and 
public employee retirement systems. Examination of the individual public em- 
ployee systems throughout the country will reveal wide differences in what is 
considered a coverage group. There are all-inclusive State systems, including 
teachers and employees of political subdivisions on either a compulsory or 
elective basis. Some systems cover only particular groups of public employees. 
It would be almost impossible to draft a Federal law to cover all possible varia- 
tions found in the different retirement laws and systems. 

Public employees recommend that the definition of coverage group be solved 
within each State according to the decisions of the individual State. Accustomed 
to appearing before their State legislatures in favor of or against proposals for 
changes in their systems, public employees appreciate the consideration extended 
to them over the years by the legislators and feel the legislators recognize the 
conditions peculiar to the State and the employees who are members of the 
retirement systems. Where there are public employees in retirement systems 
not subject to the legislature, the determination of coverage group should be 
by the governor. All other determinations of what is a coverage group should be 
left to the decision of the State legislature. If the decisions should be placed 
in hands of any other individual or group there is likelihood of much confusion 
and misunderstanding. 

SUMMARY 


In conclusion, we public employees take this opportunity to thank the commit- 
tee for its kind consideration of the five points referred to in this statement, 
and the reasonable requests that the safeguards be incorporated in legislation, 
particularly (1) full information so members shall be informed of what they 
are voting on in any referendum, (2) favorable vote of two-thirds of the eligible 
voters, and (3) definition of coverage group to be decided at the State level. 

The inclusion of these reasonable requirements will serve to preserve the 
valuable rights and interests that the public employees have in their State and 
local retirement systems. 

Attached are copies of resolutions memorializing Congress relative to the 
Federal Social Security Act adopted by the Massachusetts Legislature on March 
16, 1954. The thoughts and sentiments expressed in the resolutions are repre- 
sentative of those of public employees generally throughout Massachusetts and 
the other New England States. 
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MINNESOTA STATE PUBLIC EMPLOYEES RETIREMENT ASSOCIATION 


STATEMENT TO THE COMMITTEE ON WAYS AND MEANS OF THE UNITED STATES HOUSE 
OF REPRESENTATIVES IN THE MArtTEeR or HL. R. 7199, a LILL PROVIDING FOR 
EXPANDED COVERAGE AND AN IMPROVED OLD-AGE AND SURvivors INSURANCE 
PROGRAM 


Recognizing the need for pension coverage of scattered public service employees 


and officials in Minnesota, an act was passed by the 1931 Minnesota State Legis- 
lature providing such protection. At present coverage is available to afl public 
service employees and officials not covered by other laws. The justification of 


coverage for these scattered public service employees and officials is evidenced 
in our records by the following: In a total of 972 political subdivisions operatl 
under this system there are 

398 with less than 6 members 

506 with less than 11 members; 
683 with less than 16 members; 
740 with less than 21 menibers; 
854 with less than 51 members; 
leaving only 118 political subdivisions with more than 50 members, or 12 percent 
of the total. 

In bill H. R. 7199, page 13, the wording “be deemed to be a separate retirement 

system with respect to eac political subdivision,” where a system covers em 
ployees of more than one political subdivision, would have the effect of In 





eaking 
our system into 972 separate systems making it possible for any one or more of 
them to take social security coverage and abandon our coverage. This could 
result in piecemeal destruction of our association which we have so carefully 


constructed. Most members are pitif y uninforme 


ad and remain so in spite of all 
efforts to apprise them of the facts. They labor mostly under the false delusion 
that they can have two separate and tax-aided full annuities without additional 
expense. 

We naturally fear a referendum by our members, because experience shows 
that the younger element, representing a majority, would choose the least e 
pensive system even though benefits are less, because retirement is too far in 
the future and they are not pension-minded. They would regret their action 
when older, but when too late. 

We understand that there are 44 States that have passed enabling acts and 
have executed agreements for coverage under OASI. Our aim is not to retard 
the progress of social-security coverage for other States, Since we have one 
of the finest Statewide all inclusive programs for our public employees and 
officials, and our State legislature has cooperated fully to strengthen the financial 
structure of our funds and grant substantial benefits to our members and their 
survivors, it is our desire to be excluded from the OASI coverags The State 
of Minnesota has twice rejected, through legislative action in 1951 and 1953 








the enactment of an enabling act to make it possible for social-security coverage 
of public service employees and officials of our State. Many Minnesota state 
wide organizations such as associations of registers of deeds, county treasurers, 


county highway engineers, clerks of district court, county auditors, and Minne- 
sota State Association of County Commissioners, all in conventions assembled 
have unanimously passed resolutions asking the Minnesota delegation in Con 
gress to totally exclude the public employees and officials of our State. 

We desire your understanding of our efforts, the wonderful results we have 
obtained and the resultant good done, and to be done, by us. We sincerely ask 
that you honorable members of the House Ways and Means Committee give us 
the protection which our system merits and the encouragement which we deserve 
plus your cooperation. Since the precedent is established in the bill totally 
excluding the policemen and firemen from the extension of the insurance system, 
the Minnesota Public Employees Retirement Association and board sincerely 
and respectfully request the restoration of the exclusion clause for our State 
of Minnesota public employees and officials. 






O. M. Ovuspictan, Secretary. 
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MINNESOTA PuBLIC EMPLOYEES RETIREMENT ASSOCIATION, 
St. Paul, Minn., April 1, 1954 


PUBLIC EMPLOYEES RETIREMENT ASSOCIATION LAW—COVERAGE 


Our association was established by legislative act in 1931 designed to cover 
public-service employees not covered by other laws As of this date we have 
29,820 members from 972 political subdivisions composed of ST counties, 101 
ages, 475 school districts, and 6 towns. We now have 759 retired 
members including ; 

Employee members pay 4 percent payroll deductions with maximum monthly 
deductions of $16. The fund now amounts to $13 million. 


cities, 305 viil 


>» SUrVIVOrS 








Annuities are granted at age 65 with 5 years’ contributory service with 
privilege of purchasing larger pro rata annuities for years « prior publi 
service, 20 years required for full annuity of 50 percent of coverage salary 
during last 10 years, maximum $200 per month plus bonus. Thirty-iive years 


of service is required for retirement at age 60, less 3 for each added year of 
age. Lonus of 1 percent granted for each paid year in excess of number required 
for full annuity. 

Privileges as follows: Deferred pro rata annuity after 5 years of paid 
membership; nonemployee contributory membership after 10 years’ paid mem 
bership; refund of accumulated deductions upon leaving service during first 
5 years and upon request thereafter; reinstatement rights upon resumption of 
public service. 

Upon death of annuitant any unused portion of accumulated deductions 
is paid to beneficiary or heirs, or a survivor benefit of 50 percent of annuity 
may be granted to spouse age 60 or over, or to parent, if named sole beneticiary 

Law has been liberalized to permit payup privilege and immediate retirement 
provided employee has service and age requirements. 

Conditional tax aid provides payment by political subdivisions of one-half 
the amount deducted from employees’ salaries during preceding year, but only 
in years when our assets fall helow the total accumulated deductions of mem 
ers Only one such levy was made and collected which was for 1050 

We sincerely believe that we have one of the finest retirement programs for 


ur public employees, und our State legislature has cooperated fully to strengthen 
the financial structure of our fund and grant additional benefits to our mem 
bers. The State of Minnesota has twice rejected, through legislative action 


in 1951 and 1953, proposals which would enable the Federal Government to 
make an agreement with the State of Minnesota for social-security Coverage 
for employees of the State and its various political subdivisions. Consequently, 
the Public Employees Retirement Board is determined to protect all rights 
ind assure the continuity of our association. 

O. M. OuspieIan, Secretary. 


STATEMENT OF SECTION 218 (pb) or H. R. 7199 


The Missouri State Teachers Association representing approximately 28,000 
teachers of Missouri has given much consideration to the welfare of teachers 
and adequate retirement programs for teachers. There are now three retirement 
programs in existence in Missouri which furnish coverage for all the teachers 
uf the State. 

Protection of the rights and interests of members of these existing retirement 
systems is of paramount importance, and therefore legislation for the purpose 
of making OASi available to public employees should include certain minimum 
safeguards for the existing State- and local-retirement systems. 

We support tne position of the Joint Committee on Public Employees Organ- 
izations in the request for the following safeguards: 

1. Assurance that the members of State and local retirement systems shall 
know what they are voting on in the referendum. 

2. Favorable vote of two-thirds of the eligible members, iristead of two-thirds 
of those voting. 

Addition of a date to make the exclusion provisions more effective. 

4. Certain editorial changes so as to leave the question of definition of coverage 
group to State legislatures. 

It appears that greater benefits can be provided for a selected professional 
group, such as teachers, through a retirement system planned particularly for 
that professional group than could be provided through any plan which is to 
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a 
serve a heterogeneous group as is included in the coverage of social security 
The legislature of our State has indicated a willingness to enact legislation neces 
sary to improve and strengthen our plans as the needs have been found 
Some of the benefits provided by our retirement systems in addition to retire 
ment allowances based on services and salaries are 
(1) Survivors benefits 
(2) Refund privileges 
(3) Retirement prior to age 65 
(4) Deferred benefits and credit for services out of the system 
(5) Disability benefits 


RETIREMENT SY EMS S ( NEBRASKA 
Lincoln, Nebr., April 5, 1954 
Memorandum to: The Ways and Means Com! et 
From: Glenn I. Anderson, director, Nebraska School Employee's Retirement 
System, and John E. Lynch, Nebraska State Education Association 

The teachers of Nebraska, at their delegate assemb December 1953, adopted 
9 recommendation for the “continuation of the Nebrask: hool-retirement sys 
tem.” <A recommendation was also adopted favoring “Federal legislation to 
provide social security as a supplement to public-retirement systems 

This is an exnression of a strong desire of the te ers of Nebraska to be 
included in social security if this is possible without losing their present rights 

In order to safeguard these rights, a bill to include members of the State d 


should contain the following provi- 





local retirement systems in social securit 
sions: (1) A referendum requirement, (2) a two-thirds vote of the eligible mem 
bers of a public-retirement system, (8) a complete explanation of the question 
to be voted on submitted to the membership prior to any referendum, (4) a date 
to make the exctusion provisions effective 


Those who have rendered long and faithful service in the teaching profession 
and expectant of their earned rewards through the provisions of a retirement 
plan should be safeguarded as far as possible fre | eprived of this earned 


] 


reward without full knowledge of how social secur 
retirement plan. 

These statements are jointly submitted by the Nebraska School Employee’s 
Retirement System and the Nebraska State Education Associatior 





would modify their present 


A STATEMENT AND BRIEF SUBMITTED BY JOHN J. Gorr, CHAIRMAN O HE Com 
MITTEE OF ASSOCIATED PENSION FuNps or N J c. Ways \Ie&ANS 
CoM MITTEE OF THE House or REPRES! . TIVE AT ITS HEARING PERTAIN] 

H. R. 7199 

Mr. Chairman and members of the committee, my ime is John J. Go I an 
chairman of the Committee of Associated Pension Funds of New Jersey, embrac 
ing the pension and retirement organizations which are listed immediately here 


after: 
Board of Health Employees, Newark, N. J 
soard of Health, Paterson, N. J 
Board of Education Employees of E 
Essex Council No. 1, New Jersey Civil § 
Employees Retirement System of the County of Essex, N. J 
Employees Retirement System of the County of Passiac, N. J 
Newark Board of Works Pension Fund 
Newark, N. J. Municipal Employees Pension Fund 
New Jersey Civil Service Association 
The New Jersey State Health Officers Association 
State, County, and Municipal Employees Retirement System of the State 
of New Jersey. 

State Prison Officers Pension Fund of New Jersey 

There are approximately 50,000 employees throughout New Jersey who are 





members of existing public employee pension and retirement systems. Many of 
these funds are affiliated with the National Conference on Public Employee Re- 
tirement Systems, which will be represented here today by a speaker who will 
speak in behalf of the national conference. 


4562254 24 
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I am an active member of a pension fund. As such, I am well aware of the 
concern which my fellow members have pertaining to the question of the possible 
extension of social security to public employees. I can speak from personal 
knowledge of their feeling toward such extension which would include public 
employees who are now members of, or who may become members of, these legally 
constituted pension and retirement systems. The members of these State 
and local systems have a vested interest in the continuation of their own 
retirement plans, without impairment by Federal legislation. 

For many years, public employees such as policemen, firemen, teachers, civil- 
service employees of all classes, have devoted themselves to public service as 
a career, in considerable degree only because of the large measure of security in 
old age assured by their membership in various pension and retirement systems, 
In most instances, one of the compelling reasons which led to acceptance of a 
State, county, or municipal position, was reasonable assurance that after the 
established number of years of service had been rendered, the employee would 
receive a retirement benefit that would at least enable him to live free of fear 
of want. 

Most public employees in New Jersey are now covered by retirement funds 
established by State authority. In all instances, these funds provide a retire- 
ment annuity which is more adequate for the career employee than that now 
provided under social security through H. R. 7199. They make it possible for 
public employees, many in hazardous occupations, to retire at an earlier age than 
under social security. 

Consider what might have happened during the recent Korean war when 
private industry baited manpower by raising salaries higher and higher. Had 
there not been this picture of lack of fear of want which had been assured them 
for their old age, many public employees, no doubt, would have left public em- 
ployment and accepted positions in industry with their promise of large imme- 
diate financial gain. The fact that public employees, members of existing 
pension and retirement systems, did not in any large degree shift to industry 
dispels the statements that shifting in and out of State and municipal employ- 
ment is similar to that in other employment. Not at this time nor since the Com- 
mittee of Associated Pension Funds was organized some 14 years ago have we 
expressed any opposition to the extension of social-security benefits to those 
public employees who at present are not in positions covered by an established 
pension or annuity fund and have no protection from want in their old age. As 
a matter of fact, we concur in the resolution adopted by the National Conference 
on Public Employee Retirement Systems which reads in part as follows: 

“It is the sentiments of this conference that it takes no position on any pending 
legislation in the Congress of the United States, excepting, insofar as the same 
may tend to diminish, defeat, or impair the interests, present or future, of any 
public employee in any existing pension system.” 

Although we do not oppose the extension of social security to those public 
employees who are not in positions covered by a statutory pension fund, we are 
unalterably opposed to the extension of social security to public employees who 
are members of, and eligible for membership in, any State, county, or municipal 
pension or retirement system. To include such public employees would inevi- 
tably lead to the destruction of their own local systems, because the local taxpayer 
will not support both, nor is it reasonable to expect him to do so. Also, the super 
imposing of social security upon existing retirement plans would impose a 
double burden of contribution upon the underpaid public employees. 

A technical staff for a previous Ways and Means Committee, in a painstaking 
report, made reference to the problem of the lack of coverage for the so-called 
migratory public employees. This question was answered during the war. 
The records will reveal that very few public employees who were members of 
existing systems left public employment for the higher salaries that were of- 
fered. However, any loss sustained by migratory public employees should be 
negligable in comparison with the loss that career public employees, now covered 
by their own retirement systems, would sustain, were they embraced within 
social security, or if a Federal-State voluntary agreement, or pact, were provided 
which loss would be the ultimate destruction of their own retirement systems 

As this committee well knows, there was no coverage of State and local em- 
ployees under social security at the time the act was passed in 1935, because 
at that time there was no thought of taxing State and local employees, let alone 
the taxing of States and political subdivisions thereof. 

The first suggestion for covering State and local employees under social se- 
curity was contained in the original Wagner bill introduced in August 1940. 
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Such coverage under that bill would have been compulsory, and the public 
employees challenged the right of the Federal Government to collect social 
security taxes from States and their political subdivisions. They also protested 
against the policy of covering State and local employees, since many were al- 
ready protected against the hazards of old age through State and local retire- 
ment systems. 

This committee may remember the political repercussions in the fall of 1940 
leading Senator Wagner to announce (1) that he had no intention of jeopardizing 
State and local retirement systems, and (2) that he would amend his original 
bill to exclude members of State and local retirement systems from the pro 
posed coverage. That bill, of course, did not pass 

Then came the Wagner, Murray, Dingell bills, of the 76th Congress, then the 
Kean bill of the last Congress which was objectionable; however, Mr. Kean 
agreed to amend his bill to meet the objections of public employees who are 
members of existing funds 

It may be said that the referendum in the case of retirement systems which is 
found on page 11, subsection E, of section 3 of H. R. 7199 is ample protection 
To this we say ‘““No”—because it will place existing systems in constant jeopardy, 
There could be one referendum after another. It would permit the Social Se 
curity Board with its unlimited funds to deluge the persons concerned with 
well-planned propaganda. Speakers from Washington will appear before ever) 
group of employees that can be persuaded to welcome them. Expensive book 
lets paid for by the Social Security Administration will be distributed at all 
public-employee conventions and other gatherings. 

The referendum requiring a two-thirds vote of those voting would be binding 
upon the entire membership of any given system. The possibility is that we 
may have a referendum approved by a number far less than a majority of all 
existing members of a system. 

The dangers inherent in the referendum section become apparent only after 
one studies what will happen to the members of existing systems if a referendum 
is decreed in any State. 

The public employees, members of existing pension systems, are not asking 
for anything, just to be left alone, with security after our own State’s ideas 
security to continue in the enjoyment of our own existing systems where most of 
us have benefits superior to those offered by social security. 

In closing the public employees in the State of New Jersey ask that H. R. 7199 
be amended on page 10, paragraph 2, to provide that all benefits in the retirement 
plan, both of the retired employees and those in the active service, shall be guar- 
anteed by the State or political subdivision there of before the State or political 
subdivision thereof would be eligible for social-security coverage 

The law should specify that no State or political subdivision thereof for the 
purpose of entering into a compact with the Social Security Administration shall 
reduce the retirement benefits at the time an agreement is entered Into or in 
later years. In such case, any Federal funds due the State or any political subdi 
vision under any other section of the old-age survivors insurance provision would 
be withheld, and the insured member or members would be entitled to recourse in 
damage from the State or political subdivision thereof any diminution in the 
value of his or other retirement equities. 

The bill should also be amended to provide that social security could not 
be extended to employees in positions covered by an existing statutory pension 
fund, unless by an affirmative vote of a two-thirds majority of the active members 
of any pension fund covering such positions, and in no instance less than at least 
& majority vote of the active members of any given fund. 

The public employees in New Jersey are unalterably opposed to a two-thirds 
majority vote of those voting as provided by H. R. 7199, section FE, on page 11 

Another amendment to the bill the employees in the State of New Jersey be 
lieve would be advantageous to public employees found to be ineligible to mem 
bership in existing funds due to the provisions of any given law is outlined in a 
communication over my signature to the Hon. Robert W. Kean, a ranking mem- 
ber of the Ways and Means Committee, a copy of which is attached hereto. 

Also attached hereto, please find a copy of a resolution which was adopted by 
the legislature of New Jersey on March 23, 1942, and was signed by the gover- 
nor of New Jersey on March 25, 1942, and is known as joint resolution No. 4, 
laws of 1942. 

In conclusion, may we respectfully request your honorable body to advocate 
the amendment of H. R. 7199 to provide the provisions submitted herewith. 
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To the Members of the United States Congress, Washington, D. C.: 

The following resolution was adopted by the legislature of New Jersey on 
March 23, and was signed by the Governor of New Jersey on March 25. It is 
known as joint resolution No. 4, laws of 1942. 

(State of New Jersey, introduced February 9, 1942, by Senator Hendrickson. ) 

‘“s‘oint resolution memorializing the Congress of the United States to refuse 
to enact the legislation which would impair the rights of public employees of the 
State of New Jersey and its political subdivisions. 

“Whereas the Federal Social Security Act as enacted by Congress in the year 
1936, and as subsequently amended, excludes from its provisions employees of 
the United States Government and of any State or political subdivision thereof ; 
and 

“Whereas under the provisions of the Federal Social Security Act, each State 
and its political subdivisions are immune from the tax imposed upon employers 
by the act aforesaid; and 

“Whereas the employees ot each State and political subdivision thereof are 
imuiune from the tax imposed upon employees by the act aforesaid; and 

“Whereas there are one or more bills now pending in the Congress of the 
United States which would have the effect of extending coverage of the Social 
Security Act to, all States and their political subdivisions and the employees 
thereof: and 

“Whereas the President of the United States has said that the objectives of 
the Social Security Act should not and need not be attained at the sacrifice of 
protection now available to some municipal workers through existing pension 
and retirement systems; and 

“Whereas there are approximately 50,000 public employees in the State of 
New Jersey who have contributed to and are members of approximately 150 
statutory pension funds, and | 

“Whereas the extension of the provisions of the Social Security Act would not 
only impose additional taxation upon the State of New Jersey and many of its 
political subdivisions and the employees thereof, but would likewise tend to im- 
pair the benefits and protection which have been gained by public employees 
now members of existing pension funds: Now, therefore, be it 

“Resolved by the senate and general assembly of the State of New Jerscy 

“1. The legislature of the State of New Jersey looks with concern upon any 
proposal to extend the present Federal Social Security Act to the State of New 
Jersey, its political subdivisions and the employees thereof who are now mem 
bers of existing legally created pension and retirement systems and, therefore, 
respectfully urges and petitions the Congress of the United States to refuse to 
enact any legislation which would extend the provisions of the Social Security 
Act to those publie employees now members of legally constituted State or local 
pension, retirement, or annuity systems. 

2. The secretary of State be and he is hereby directed to transmit copies of 
this joint resolution to the President of the United States, the Vice President of 
the United States, the chairman of the Ways and Means Committee of the House 
of Representatives, the Senators and Representatives of the State of New Jersey 
in Congress, the Federal Security Administrator, and the Federal Social 
Security Board. 

“8 This joint resolution shall take effect immediately.” 

Although the resolution by its own terms provides that certified copies be 
sent to certain Members of Congress serving on the Ways and Means Committee, 
this resolution is sent to you, together with all other Members of Congress, for 
your information, through the courtesy of the Committee of Associated Pension 
Funds of New Jersey. 

JOHN J. Gorr, Chairman 

NEWARK, N. J., April 10, 1942. 

Marcu 6, 1954 
Hon. Rosert W, KEAN, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN : Supplementing the communication you received from M. 
Emmett Matthews, secretary of the New Jersey Civil Service Association, out 
lining the opposition of that association to two sections of H. R. 7199, I beg to 
submit for your consideration the following: 

The present Federal law provides that no compact can cover “service performed 
by employees as members of any public group in positions covered by a retirement 
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system,” and, as you undoubtedly know, bars from eligibility for Federal social 
security employees who cannot join or receive benefits under our various State 
laws setting up pension systems for employees in political subdivisions. 

This provision has created chaotic conditions in many jurisdictions affecting 
employees whose positions are covered by State-authorized pension funds but who, 
for some legal reason, such as overage, physical disability, failure to exercise 
options, etc., are barred from the local pension systen ikewise they are barred 
from social security, based on the fact that the positions they hold are covered 
by an existing pension system. 

After many discussions and consultations with Government bodies and public 
pension system trustees and hundreds of employees, I have come to the con 
clusion that this situation could be remedied by a simple provision in the Federal 
law whereby a public employee who is certified to the Social Security Board 
through its authorized agency, as being ineligible for membership or benefits of 
the local pension system for any reason set up in the laws creating such pension 
or retirement system, such person upon such certification would be eligible for 
social-security coverage under any compact contemplated under the said law. 

It would be greatly appreciated by the many people concerned if you would 
give this suggestion your personal consideration, and you would honor me with 
a reply as to your views pertaining to same. Of course, I would be very glad 
and anxious to talk to you about it further, at your convenience, if you should 
desire me to do so, at any time or place. 

Respectfully yours, 
JOHN J. Gorr, President. 





PENNSYLVANIA STATE EDUCATION ASSOCIATION, 
Harrisburg, Pa., April 8, 195 f. 
MEMBERS OF THE WAYS AND MEANS COMMITTEE, 
House Office Building, Washington, D. C. 

GENTLEMEN: I am Kermit M. Stover, supervising principal of the Central 
Dauphin Joint School System, Harrisburg, Pa., and chairman of the legislative 
committee of the Pennsylvania State Education Association, Harrisburg, Pa 

I present this statement because of the concern of the members of our asso 
ciation which total approximately 57,000 of the public-school employees of the 
Commonwealth and who are members of the Pennsylvania Public School 
Employees’ Retirement System. 

Our school employees’ retirement system has been in operation since 1919. 
It is an actuarial reserve system. As of June 30, 1953, the fund totaled $43: 
298,978.92. Of this amount $431,271,669.40 were invested in United States Treas- 
ury and savings bonds, school district, city, township, county, and State bonds, 
Commonwealth of Pennsylvania bonds, and $2,027,309.52 in cash in the banks. 

I cite these figures as evidence of the sound financial basis on which the 
Pennsylvania Public School Employees’ System has been built and operates and 
the resulting confidence which our members have in it. 

Our position with reference to H. R. 7199 is not opposition to broadening 
coverage under social security, nor to the inclusion of those groups that are 
without coverage. 

We are, however, greatly concerned that in the process of legislating by the 
Federal Congress there be retained by guaranties written into the law the full 
rights of the members of retirement systems such as ours to make the decision 
on the extent, if any, that they may or may not wish to come under the provisions 
of social security. 

The provisions of our State public-school employees’ retirement system are 
patterned to meet a particular type of public employees. The system came into 
existence after years of legislative effort on the part of the teachers of Penn- 
sylvania. By elected membership on the Pennsylvania Public School Employees’ 
Retirement Board our members share in administrative, management, and in- 
vestment policies. 

The financial contribution by teacher members constitutes a substantial part 
of the invested funds. By appropriate amendments since the establishment of 
the system benefits have been extended and increased. 

In recognition of these facts I request on behalf of our members that the 
Ways and Means Committee be equally concerned to provide guaranties by 
which the members of this system may retain their present retirement equities 
and benefits as it is to extend social security to those groups not covered or 
which have lesser benefits. 
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One method by which this can be guaranteed is to adopt in principle and by 
statement in the law a provision that coordination or substitution of social 
security for our present system cannot be culminated by a minority vote of 
the members of our system. ‘The present provision in the bill which permits in- 
tegration or substitution by two-thirds of those voting does not provide this 
guaranty. 

I request, therefore, on behalf of our members that the members of the Ways 
and Means Committee look with favor upon a provision that would require an 
affirmative vote of two-thirds of the entire membership of the system. Otherwise 
there is a possibility that the retirement rights of all members in a system 
might be swept away by the vote of a minority group. We trust that the com- 
mitee will look with favor upon this recommendation for inclusion in H. R. 7199. 

The other safeguard that we urge you to include in the bill concerns intelli- 
gent voting. We feel strongly that in any referendum those voting shall know 
in advance the effect that proposed OASI coverage will have on their retirement 
benetits. 

Accordingly, we request that on any ballot for a referendum there should be 
a clear statement of the purposes and the plan which is now accepted and current 
practice in referendums on State constitutions and statutory provisions on public 
issues. 

In conclusion may I say that I am sure it is the intent of Congress to safeguard 
the retirement rights and benefits of the members of well-established retire- 
ment systems now in operation. Accordingly, I request favorable consideration 
of the proposals which I have presented. 


STATEMENT BY CATHLEEN M. CHAMPLIN, CHAIRMAN, COMMITTEE ON LEGISLATION, 
PHILADELPHIA TEACHERS ASSOCIATION, PHILADELPHIA, PA. 


To the Committee on Ways and Means of the House of Representatives, United 
States Congress: 

Gentlemen, the Public School Employees’ Retirement System of Pennsylvania 
has been built up since 1919 on a basis that is recognized as being actuarially 
sound. At the present moment it represents invested capital conservatively 
estimated at over $400 million. It has a total membership of over 89,000. Each 
of the members of the public-school employees’ retirement system has a personal 
and financial stake in this system. Each feels his personal responsibility for 
continuing this system and its benefits not only to himself but to the educational 
system in which he works, 

The members of the Philadelphia Teachers Association for whom I speak are 
concerned for fear that Federal social security may supplant our present fine 
retirement system or materially decrease the benefits it guarantees. It is for 
this reason that we address the Committee on Ways and Means concerning one 
of the features of H. R. 7199. Our association does not believe that a two-thirds 
vote of those voting is an adequate safeguard. 

Such a vote might well represent only a minority of our members. A two- 
thirds vote of a minority of the members of the public-school employees’ retire- 
ment system could thus easily destroy our system in its present form. It is for 
this reason that we must earnestly request that H. R. 7199 be amended to 
include a two-thirds vote of the total membership. 

The stated intent of this legislation is to broaden coverage to include members 
of existing retirement systems where such coverage is desired. Since this is true, 
there can be no sound reason for objecting to the inclusion of a referendum 
feature that includes the vote of the total membership. If the members of an 
existing system want such coverage because of its benefits, undoubtedly they 
will vote for it overwhelmingly. If, on the other hand, inclusion is not desired, 
the nonvoter should not be considered an affirmative vote. 

Our association has had calls from its members who are so concerned about the 
present situation that they are considering immediate retirement rather than 
continued service even though many of them have several years of service at 
their disposal. Certainly it is not the intent of the Federal Congress either to 
deprive the schools of much-needed teaching service or to alarm people in 
such manner. 

Our association looks with favor on the benefits of social security to large 
numbers of our population. We ask only that any referendum included within 
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the provisions of H. R. 7199 be of the type that will guarantee protection to 
members of strong, existing retirement systems. 

This will mean that any modification must be made after an affirmative vote 
of at least two-thirds of the total members 

This is an official statement adopted by the board of directors of the Philadel- 
phia Teachers Association, 1522 Cherry Street, Philadelphia 2, Pa., on April 5, 
1954. 


KENTUCKY EpUCATION ASSOCIATION 
Louisville, Ky., March 9, 1954 
To: Ways and Means Committee of the House of Representatives, re H. R. 7199, 
83d Congress. 
From: Kentucky Education Association, Louisville, Ky 
Subject: Position of the Kentucky Education Association re OASI for Kentucky 
teachers. 

The Kentucky Education Association realizes that social security, old-age and 
Survivors’ insurance is desirable for any true cross section of the population, but 
it is also aware that this coverage cannot serve as advantageously a professional 
group such as teachers, lawyers, physicians, ete. 

The Kentucky Education Association representing some 19,000 members, takes 
the stand that 

(1) OAST should not supplant the Kentucky teachers’ retirement system; 

(2) OASTI should not be integrated with the Kentucky teachers’ retirement 
System ; 

(3) OASIT will cost, even now, twice as much as the improvement we seek 
and need; 

(4) OASI cannot adequately serve our teachers who may need to retire 
for disability, nor those teachers (50 percent of our teachers) who retire 
before age 65: 

(5) With less outlay of contributions and tax the State of Kentucky can 
more certainly and more effectively provide for the retirement annuities of 
its teachers in the long run; 

(6) A retirement system lends itself to board of education policy, a 
characteristic OASI law does not have; 

(7) That we wholeheartedly endorse the position of the National Counci 
on Teacher Retirement, and the Joint Committee of Public Employee Organ- 
izations in their stand for the protection and safeguards of existing retire- 
ment systems as recommended by them to the Department of Health, Edu- 
eation, and Welfare, and to the Ways and Means Committee; 

(8) That we concur in the resolution of the National Council on Teacher 
Retirement adopted at Atlantic City February 16, 1954, copy of which is 
attached. 

J. M. Dopson, 
Secretary, Kentucky Education Association, 


To: Ways and Means Committee of the House of Representatives, 83d Congress 
To be filed at the hearing on House bill 7199, April 8, 1954 

From: Board of trustees of the teachers’ retirement system of the State of 
Kentucky and affiliated organizations 

Subject: A survey of the relative costs and benefits of social-security old-age 
and survivors insurance to Kentucky teachers 


INTRODUCTION 


The purpose of this survey was to determine whether the teachers of Ken- 
tucky woul!d benefit normally from coverage under social security OASI. The 
marital and family relationships of 15,049 teachers were checked during the 
survey. The results of the survey are also shown in support of the necessity 
for minimum safeguards for existing State and local retirement systems, with 
special reference to that of the Commonwealth of Kentucky 


SURVEY 


The information gathered was substantially as follows: 
I. (a) Number of cases in which both husband and wife teach 
(0) Number of children they have under age 18 
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Il. (a) Number of unmarried women. 
(6) Number of widows with no children under 18. 
(c) Number of widows with children under 18. 
(7) Number of their children. 
Iil. (a) Number of unmarried men. 
(>) Number of widowers with no children under 18. 
(c) Number of widowers with children under 18. 
(d@) Number of their children under 18. 
IV. (a) Number of wives whose husbands are presently covered by social 
security. 
(b) Number of children they have under 18. 
(c) Number of husbands whose wives are covered by social security. 
(d) Number of children under 18. 
V. (a) Number of husbands whose wives do not teach or work. 
(b) Number of children they have under 1S. 
VI. (a@) Number of eligible dependents other than children. 


ANALYSIS 


These data were tabulated and summarized into the following information: 

I. We found 1,387 cases in which both the husband and wife were teaching, 
making a total of 2,774 teachers with 1,622 children under 18. This group 
included 18 percent of teachers reported and 20 percent of all children under 18. 

II. We found 5,676 unmarried women und widows, and unmarried men and 
widowers with no children under 18. This was 38 percent of all teachers 
reported 

III. We found 370 widows and widowers with 566 children under 18. This 
was 2 percent of teachers and 7 percent of children reported 

IV. We found 4,175 wives whose husbands are now under social security OANIT, 
and husbands whose wives are under social security. This is 28 percent of 
teachers reported, and they have 2,819, or 36 percent, of all children under 18 
reported. 

V. We found 2,054 husbands whose wives do not teach nor do they work 
under social security. They have 2,967 children. This was 14 percent of 
teachers and 37 percent of children reported. 

VI. There were also reported 2,722 other eligible dependents, mostly parents. 

This gave us a total of 15,049 teachers, 7,974 children under 18, and 2,722 
other eligible dependents for whom reliable data were received. These figures 
constitute the raw material out of which it has been our purpose to measure 
the relative cost and benefits of social security in its application to our Kentucky 
teachers. 

EVALUATION 


To evaluate these two elements, i. e., cost versus benefit, it was necessary that 
we have a unit of measurement that could be translated into terms of both cost 
and benefit. We have devised a standard of measurement, but are fully aware 
that it is not perfect because of the many variables, and that much more work 
needs to be done to improve its validity, but we believe that what it indicates is 
significant. 

Since the social-security program OASI is set up for the family with consid- 
erable emphasis for dependents and survivors, whether or not the primary worker 
has dependents, we have used the family unit as the basis for fixing a standard 
of evaluation measurement. We start with the primary benefit and assume that 
it is equal to 1 unit. We further assume, for simplification, that the benefit 
of a spouse would be 0.75 unit, and of each child under 18, or other eligible 
dependent, would be 0.50 unit. By so doing we have tried to equalize the change 
in direct benefits for spouse and children upon the death of the insured worker. 
If the population covered by social security averages a primary worker, a spouse, 
and 1 child under 18, or other eligible dependent, we find that the measure of 
potential benefit for which the covered worker pays the tax is 2.25 units of 
primary benefit, i. e., 1 plus 0.75 plus 0.50. For the promise of this much benefit 
the worker pays an equal cost in his social-security tax, therefore, we have the 
equation : 2.25 units of cost=2.25 units of benefit. The use of the terms “benefit” 
is not limited to the pensions which dependents may receive before and after 
the death of the insured worker, but also includes the insurance protection which 
they have after the worker becomes currently insured, and until the dependent 
is no longer eligible. If the system were perfect and the population uniform, our 
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study would have little value other than confirmation, but such is not the case. 
Groups in the population vary in their makeup, and our purpose has been to test 
its application to our Kentucky teachers 

With the assumptions previously stated and the equation, we were able to make 
a fairly indicative evaluation of the relative costs and benefits for any group 
or population for which the necessary data are available. It should be obvious 
that as the group approaches the average, the measure will apply with less 
variability than it does when the group departs from the average. We have 
applied the formula in our survey of Kentucky teachers and give you the result. 


COMPARATIVE MEASURI 


Class I. Both husband and wife teaching: 








Cost: 
Number of husbands, 1,387 « 2.25 8. 120. 75 
Number of wives, 1,387 « 2.25 . 120. 75 
Total cost._._ - he ; 4 6, 241. 50 
Benefit : 
Benefit of husbands, 1,387 «1 1, 387. 00 
Benefit of wives by reason of husband's coverage, 1,387 X0.75 1, 040, 25 
Benefit of wives by reason of own coverage, 1.387 * 0.25 346. T5 
Senefit of children, 1,622 0.50 811. 00 
Total benefit : 2 7 ; 3, 585. 00 
Excess cost __- ~e s 2 656. 50 
Class IT. Unmarried men and women, and widowers and widows with 
no children under 18: 
Cost: Number of teachers, 5,676 « 2.25 12. 771. 00 
Benefit: Number of primary benefits, 5,676 1 5, 676. 00 
Excess cost 7 . ‘ ‘ 7. 095. 00 
Class III. Widows and widowers with children under 18: 
Cost: Number of teachers, 370 2.25 . , 829 5O 
Benefit : 
Number of primary benefits, 83701 370. 00 
Number of children, 566 0.50 283 00) 
Total benefits ie 653. 00 
Excess cost__ eee ae ; —— 179. 50 
Class IV. Number wives and husbands whose spouses are presently 
covered by social security: 
Cost: 
Number of wives, 3,704 X 2.25 ee : ._ 8, 334. 00 
Number of husbands, 471 X2.25___----____~ seistinintlaindiycac. tee Coe 


Total cost , aii acaleatlcaacaeais 


Benefit : 


Number of wives by reason of husbands’ coverage, 3,704 X 0.75 2, 778. 00 
Number of wives by reason of own coverage, 3,704 0.25 *___- 926. 00 
Number of husbands, 471 X1_---------~ mist oistaipsaicalhpciticiibiatad tated 471. 00 
RINNE. OE NTR A ise oan cin bcs eckniecceeracancicessiaiaincect ‘ 
Total benefits__...___ eal et lciaieatileh deli oa all 4,175. 00 


Excess cost___ ckliee deat 


5, 218. 75 








366 SOCIAL SECURITY ACT AMENDMENTS OF 1954 


Class V. Husbands whose wives do not teach nor work under social 
security : Units 
Cost: Number of husbands, 2,054 X 2.25 - end 4, 621. 50 
senefit : 
Number of husbands, 2,054 1 7 staining: ee a 
Number of wives, 2,054 X0.75__-_______- asi nichigues maniaadliieaaiamin al 1, 540. 50 
Number of children, 2,967 0.50 an a a ee . 1, 483. 50 


ee eae cae kaeneenowos ee dain teaiceinenian he OR Oe 


SN ON i a ee ee ed nana = 456. 50 


Class VI. Other eligible dependents, principally parents: 
Cost: Number of other dependents, 2,722 « 0__ a 
Benefit: Number of other dependents, 2,722 X0.50_-.____- Weeeres er 


NNO sect Aha amc ae geidc isa sie eas sage a dh dala cia 1, 361. 00 

1In this class the wives are already protected to the extent of 0.75 of the primary 

benefit, by reason of their husbands being under social security, and the children are fully 
protected because one or the other parent is now covered 


IN SUMMARY 


We find that total cost of social security to the sample of Kentucky teachers 
under test would be 33,860.25 units, and the total possible benefits would equal 
19,167 units, or an excess cost over benefits of 14,693.25 units. This would indi- 
cate that Kentucky teachers because of occupational relationships and number 
of dependents would pay a cost in social-security tax equal to 178 percent of all 
possible benefits which they might receive. In other words, the study shows that 
if Kentucky teachers were put under social security, for each unit of benefit 
received they would pay 1.78 units of cost. 


CONCLUSION 


Why would Kentucky teachers pay more for social-security coverage in relation 
to possible benefits than the average of the population? Here are some of the 
answers: 

1. Eighteen percent of our teachers are in families in which both the husband 
and wife are teaching. Under social security each would be taxed for the pro- 
tection of the same family unit, but, while the family cost would be doubled, the 
family benefit would be increased very slightly, if any. The most that these 
families could expect would be 2.5 units of benefit instead of 4.5 units for which 
the working members would pay. 

2. Thirty-eight percent of the teachers reported are single with few or no 
dependents. They would be required to pay the same social-security tax for 
family coverage as thought they were heads of families. The cost to the un- 
married teachers would be two and one-fourth times the prospective benefits. 
The extra benefit would be received by other groups with large families. 

3. Twenty-eight percent of teachers and 36 percent of all children under 18 
are now protected by secondary benefits under social security by reason of primary 
workers in their families. For these teachers to go under social security would 
increase the family cost, but add very little, if anything, to their benefits, and 
and nothing to the benefits of the children. If H. R. 7199 becomes law, farmers’ 
wives, etc., will likewise be covered by secondary benefits. 

4. If our study has much validity, it shows that the excess cost of social 
security to the sample of Kentucky teachers under test is 14,693.25 units, equal to 
the cost that would be paid by 5,877 teachers as covered workers, or a little more 
than one-third of the number reported. 

5. It is evident that teachers do not represent a cross section of the population 
in the same sense that an industrial group would do so. We find that 28 percent 
of our teachers and 36 percent of all children of teachers are now protected by 
OASI by reason of the fact that the breadwinner now pays the social-security 
tax. If H. R. 7199 becomes law, farmers’ wives, etc., in additional numbers will 
likewise be covered for secondary benefits. 

At least 38 percent of our teachers do not represent family units, and 18 percent 
of our teachers, or more, are husband and wife combinations, both of which would 
be taxed for practically the same family benefits. We must, therefore, conclude 
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that about 85 percent of our teachers would be at a disadvantage under OASI 
since their benefits would be less than the benefits of others even though they 
pay the same amount of tax. 
Respectfully submitted. 
N. O. KIMBier, Secretary. 


STATE OF New YorK, 
DEPARTMENT OF SOCIAL WELFARE, 
ilbanu, N. Y., April 1, 1954. 
Hon. DANIEL REED, 
Chairman, House Ways and Means Committee, 
House of Representative, Washington, D. C 

DEAR CONGRESSMAN REED: This letter is written to give you briefly my views 
in connection with H. R. 7199 which is now under consideration by the Ways and 
Means Committee. 

I am for this bill without reservations since it finally extends coverage under 
the insurance program to practically all employed persons in the Nation. We 
have presently on the assistance rolls in this State numbers of persons who could 
be living more contentedly on insurance benefits had they, during their earning 
years, been permitted to earn coverage. By the proposed extension, persons now 
earning will be allowed to earn coverage and in the future will not be required 
to apply for assistance. This should result in furthering the reduction in the 
old-age assistance rolls similar to that now occurring, even though the population 
percentage of aged is rising. My 20 years in public welfare have shown me that 
fur many reasons dependency Can strike at individuals from all walks of life and 
I therefore welcome as nearly universal coverage as can be had. 

Very truly yours, 
RAYMOND W., Tlouston, Con missioner 


New YorK STATE, 
TEACHERS RETIREMENT BOaArp, 
ilbany, N. Y., April 5, 1954 
Hon. DANIEL A. REED, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C 


My Dear Mr. Reep: I am informed that the Committee on Ways and Means 
is presently conducting hearings on your bill, H. R. 7199 and I desire, briefly, to 
express to you the thoughts of the New York State Teachers Li:tirement Board 
and the approximately 65,000 members of this system with reference to certain 
sections of the proposed act. 

From time to time since social security was first enacted into law this board 
has filed with the Congress comments with respect to proposed amendments which, 
if approved, might endanger the retirement rights of members. Generally speak 
ing this system has been opposed to the extension of social-security coverage for 
members covered under our plan. Coming from New York State as you do there 
is no need of my telling you about the splendid retirement plans we have in this 
State for teachers and public employees; naturally, therefore, we must study 
very carefully any proposals which may extend social-security coverage to our 
members and we trust that in your capacity as chairman of the committee in 
charge of such legislation, none will be approved which will endanger this system 
or any of the other strong teacher and public employee retirement systems in the 
United States. 

We realize that you must, in drafting legislation, visualize the problem as it 
applies to the whole country and not one individual State and while we feel that 
in States where retirement systems are providing small benefits and are not ade 
quately financed, social-security coverage should be available if the members 
want it; on the other hand we must insist to the utmost of our ability that teach 
ers who are members of strong retirement systems such as ours be protected from 
any legislation which will jeopardize in any way the benefits they presently enjoy. 

Specifically in H. R. 7199, we object most strenuously to paragraph (E) on 
page 11 wherein it states that “two-thirds or more of the employees who voted 
in such referendum voted in favor of including service in such positions under an 
agreement under this section.” In our opinion a two-thirds vote of those voting is 
not an adequate safeguard to assure a fair and equitable decision. It would 
still be objectionable if a unanimous vote of those voting were required assuming 
that only a small percentage of the total membership voted. Instead, there should 
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be a requirement that the proposal be favored by two-thirds of the eligible mem 
bers and not two-thirds of those voting. The reasoning here is simple, namely if 
the proposal is good there will be no difficulty in securing a vote of two-thirds of 
the eligible members. 

Another major point in H. R. 7199 to which we object is the fact that members 
of existing systems may not know exactly what they are voting on and what 
changes will be made in existing systems if the new proposal is adopted. Lan 
guage in the bill should require States or local subdivisions to explain fully 
changes which will be made in existing plans. 

Realizing that the act would undoubtedly be amended at this session of the 
Congress, the National Council on Teacher Retirement of the National Education 
Association adopted a resolution at its annual meeting held in Atlantic City 
on February 15, 1954, which urges certain safeguards and amendments to H. R 
7199 to make it acceptable to members of existing plans. I know that you and 
the members of the committee are thoroughly acquainted with that resolution and 
there is no need of my quoting it here. We subscribe wholeheartedly to the ree 
ommendations made in that resolution and urge favorable acceptance of them 
by the committee. 

The attitude of our members and I am sure it is the attitude of members of 
other strong systems such as ours has been well expressed in statements made 
before the committee by Mr. Raymond J. Heath of Denver, Colo., chairman of 
the legislative committee of the National Council on Teacher Retirement and 
also chairman of the Joint Committee of Public Employees Organizations. 

The Department of Health, Education, and Welfare has placed in your hands 
the formation of a program which will benefit additional thousands of our peo 
ple. We realize the problem confronting you and we trust that in extending 
benefits so desirable and so urgently needed, safeguards will be written into the 
law which will protect the benefits guaranteed in those systems which for a 
number of years have operated favorably and for the best interests of the 
membership. 

Sincerely yours, 
C. B. Murray 


CONFERENCE OF MAYORS AND OTHER MUNICIPAL OFFICERS 
OF THE STATE OF New YORK, 
Albany, N. Y., April 2, 1954 


Hon. DANTEL REED, 
House of Re pre sentative 8, Washington, D. CO. 


DrAR CONGRESSMAN REED: We understand that the Ways and Means Com 
mittee of which you are chairman will hold a hearing April 8, 1954, on H. R 
7199 relating to the extension of social security to public employees covered by 
retirement systems. 

We have read the testimony of the American Municipal Association which will 
be presented by Frederick N. MacMillin. 

We fully coneur with his statements. 

Last year under the chairmanship of State Comptroller Raymond McGovern, 
we had a committee studying social security and now have gone as far as pos 
sible toward providing OASI coverage to public employees until the Federal law 
is amended. When it is amended—and we hope vou will help secure this result 
we in New York wil! take immediate steps to provide a proper integration of 
the State systems with the Federal. Such integration, we are certain, will be of 
major benefit to the cities and villages and to the emplovees. Integration 
for New York is a very natural development because the Federal system has 
many features which complement State and local provisions, 

Again may I express our interest in the proposed legislation and request your 
support 

Very sincerely yours, 
MORGAN STRONG, Eavecutive Secretary. 


STATEMENT OF NEW JERSEY EDUCATION ASSOCIATION, TRENTON, N. J., on H. R. 7199 
WiTH SPEcIAL REFERENCE To (I) (1) SEcTION 218 (d) 


The New Jersey Education Association, representing more than 30,000 New 
Jersey public-school teachers, respectfully requests the House Ways and Means 
Committee to retain in H. R. 7199 and to report favorably upon certain pro- 
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visions of that bill dealing with the method by which employees covered by 
State or local retirement systems may come under social security. 

Our particular concern is with that condition (E) (p. 11) which requires a 
favorable vote by two-thirds of those voting in a referendum on including such 
employees under social security. Certain groups are urging, instead, that the 
requirement be a favorable vote of two-thirds of those eligible to vote. 

The particular concern of New Jersey teachers with this provision lies in 
the fact that proposals for integrating the New Jersey State teachers pension 
and annuity fund with social security are now under consideration in our 
State. It is quite very advantageous to 
both the State government and to the teacher members of the retirement system. 
The teachers have expressed, by formal action in our associztion, their desire 
that the proposed changes in the social security law (H. R. 7199) make this 





ossible that the proposals will prove 





integration possible, even though they have not, as yet, taken formal action upon 
the proposal itself 

We believe that the bill in its present form is satisfactory in that respect 
Unless two-thirds of those voting desire the integration of their retirement 


system with social security, the integration may well lack the wholehearted 
support of those whem it directly affects 

To Stl] ulate, however, that the favorable vote be by two-thirds of those eligib 
to vote is to create an almost insurmountable barrier to any integration of an) 
kind at any time. In very few American elections do two-thirds of those eligible 
vote at all. It is contrary to the whole American democratic principle that a 


nonvoter be counted as a negative vote—as would be true under the proposed 
requirement. It would appear that the supporters of this proposed change in 
H. R. 7199 are really seeking a legal obstacle to any integration between e 


retirement systems and social security—even though more than two-thirds of a 
given group desire such integration. 

New Jersey teachers—an overwhelming number of them—may in the near 
future desire integration of their retirement system with social security The 
present requirement in H. R. 7199 for a favorable vote on such integration by 
two-thirds of those voting is a reasonable one which would make that possible. 
Any more stringent requirement would in our judgment be unreasonable and 
could easily defeat the wishes of a large majority of a group considering 
integration. 

We ask, therefore, that the present provisions of H. R. 7199 in this respect be 
retained and that they do not be amended in any way. 


NEw JERSEY COUNCIL OF TEACHER ORGANIZATIONS 


THE PROPOSAL To LIBERALIZE RETIREMENT BENEFITS AND INTEGRATE TEACHER 
RETIREMENT WITH SOcIAL SECURITY 


WARNING—GO SLOW—SAFEGUARDS 


Congressman Reed’s bill, H. R. 7199, section 218 (d), provides that public 
employees in State and local retirement systems, except policemen and firemen, 
be covered under social security (OASI) by a favorable vote of two-thirds of 
those voting. The national council on teacher retirement of the NEA, the 
National Conference on Public Employee Retirement Systems and the New Jersey 
Civil Service Association are opposed. They urge a safeguard amendment: 
favorable vote of two-thirds of the eligible members This means that two-third 
of the present approximate 36,000 active contributing members of the T. P. and 
A. F. would have to vote favorably in a referendum on social security. Quoting 
John J. Goff, State president of the New Jersey Civil Service Association, “Hit 
new social-security bill’s failure to guard pension benefits,” the Shield, January 
30, 1954: “The distinction is the difference between a certain majority of those 
voting at a group referendum, and a majority of all active members of the group. 
If a two-thirds majority of only those voting is required, a move to bring a 
group under social security might be defeated and then called up for another 
referendum; be defeated again and then called up again, and again, and again, 
until there were so few persons voting—say as few as 10 to 15 members—that 
a mere 7 or 8 members voting for social security could put it over and thus 
commit a far greater number.” Supporters of the two-thirds of those voting 
argue that most of the eligible T. P. and A. F. members would not vote i 
referendum, Given the pros and the cons, surely the eligible members will t 
time and vote. 
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Another proposed safeguard amendment to the Reed bill is the inclusion of 
a statement of policy that it is the intent of Congress in permitting the coverage 
of members of State and local retirement systems by social security that the 
retirement rights of these individuals be not impaired or reduced thereby. 
There are no such guaranties in the Reed bill. The request for inclusion of 
guaranties was refused on the ground that it would be an invasion of State’s 
rights. Remember: no contractual basis exists between the T. P. and A. F. and 
the State of New Jersey. No legislature Can guurantee that a succeeding 
legislature will appropriate the moneys required by the retirement system, 
Quoting the Coordination of Retirement Benefits and Social Security published 
by the NEA research division in December 1953, page 5: “To point out possible 
disadvantages to teachers and to prevent possible impairment of rights, the 
NEA, through its national council on teacher retirement, has formulated certain 
standards that should apply in any proposal for the extension of social security 
coverage to teachers.” Four actuaries, including our actuary George B. Buck, 
worked with the research division in preparing this report. 


ORIGIN OF THE PROPOSAL 


Until 1953, the New Jersey Education Association was opposed to coverage of 
New Jersey Public Employees under social security. Dr. Stephen FE, Schanes, 
employed formerly as research analyst by the New Jersey State Chamber of 
Commerce, was appointed in 1952 as supervisor, State bureau of public employees 
pensions. He developed the plans to integrate the State employees’ retirement 
system and T. P. and A. F. with social security. Why? 

To decrease the State appropriations to the funds; to solve the teacher-veteran 
retirement problems. Unfortunately there would be only a temporary decrease 
in the State appropriations. The proposed solution of the teacher-veteran re- 
tirement problems would increase considerably the cost for the State. According 
to Dr. Schanes, the State would use part or all of the saving to the State which 
grows out of the social security tieup to increase teacher benefits. When a 
teacher reaches age 65 and becomes eligible for social security benefit, the retire- 
ment allowunce from the State would be reduced by the amount of the basic social 
security payments. Details of his proposal are found in the New Jersey Educa 
tional Review for January and February 1954. 

In the March 1954, New Jersey Educational Review, Robert D. Bole, chair- 
man, NJEA pension policy committee, explains “Choice of benefits and rates 
added to retirement proposal.” 


QUESTIONS TO PONDER 
Balancing accounts 

Due to salary increases much greater than anticipated by the actuary and 
people living longer than expected, both the rates of contribution for the mem- 
bers and the State have been increased. 

How could it be possible to reduce State appropriations to the T. P. and A. F., 
when the large amounts paid by many members to balance their accounts are to 
be refunded with interest and the State guarantees (?) full seventieths retire- 
ment allowances at a reduced retirement age? 


Liberal death benefits 

Considering the recent large final salaries, what would it cost the members 
and the State to cover the liberal death benefits, which are additional to the re- 
turn of the member’s accumulated contributions at death before retirement? 


Survivor benefits 
Do you know that Ohio and several other State retirement systems have sur- 
vivor benetits without integration with social security ? 


Teacher-veterans 

At present there are about 7,000 teacher-veterans. The cost of the free pension 
is a financial burden on New Jersey municipalities, especially the taxpayers. Un- 
der this proposal, these teacher-veterans will be given “free credit” in the T. R. 
and A. F. from the original date of employment to the date when the plan takes 
effect. All past contributions with interest will be returned to them. 

How much money would have to be refunded to these teacher-veterans, and 
what would it cost the State to cover this acerued liability ? 
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T. P.and A. F. assets 

Based on the 1953 report of the board of trustees, the total assets are nearly 
$229 million. These consisted of over $116 million in State assets and nearly 
$113 million in members’ assets. 

According to the proposal: Subtract from the $113 million an unknown m1 
lions of dollars to be refunded to all those who have balanced their accounts, and 
subtract the millions to be returned to teacher-veterans. 

What remains of the $113 million teacher assets in the fund? 


$64 question 

Considering the complete proposal made by Dr. Schanes for these liberalizing 
benefits as offset by social-security benefits, what would be the cost for State 
and the increase in rates for members, as calculated by our actuary ? 

Remember the difficulties during the past 35 years in securing the full State 
appropriations to keep our teachers’ pension and annuity fund actuarially sound 

March 18, 1954. 

Ipa BE. HousMAN, 
Pension Officer, Hoboken, N. J. 





STATE OF NEW JERSEY, 
DEPARTMENT OF INSTITUTIONS AND AGENCIES, 
Trenton, March 30, 1954. 
Hon. DANrEL A. REED, 
Chairman, Committce on Ways and Means, 
United States House of Re presentatiwes, Washington 25, D.C. 

DEAR CONGRESSMAN REED: Inasmuch as public hearings are about to be held 
with regard to H. R. 7199 pertaining to Federal old-age and survivors insurance 
and as I am not planning to request a personal appearance before the Committee 
on Ways and Means, I would like to present the following written views for the 
consideration of the committee. 

In appearances before and communications to congressional committees and 
other organizations and individuals, I have long advocated the principles of a 
broad coverage, contributory system of old-age and survivors insurance IT hay 
consistently supported the extension and improvement of the old-age and sur 
vivors insurance program as the principal method of providing basic social 
security with public-assistance programs thereby being reduced to a residual 
Status. 

The impact of the OASI program upon public assistance to this time has been 
very significant and, as the OASIT system is broadened in coverage and benefits, 
we can anticipate further reductions in public-assistance cases and expenditures 
as compared to what these cases and costs would otherwise be. The OASI pro- 
gram is one under which workers directly share in the costs of their benefits as 
contrasted to public assistance under which taxes as of the time of need must 
carry the whole cost of grants to eligible persons. 

According to a release of the United States Department of Health, Education, 
and Welfare, covering June 1953, in New Jersey there were 49 old-age assistance 
recipients per thousand aged population as compared to 413 old-age and sur- 
vivors insurance beneficiaries. The figures for the United States as a whole 
were 191 OAA recipients and 318 OASI beneficiaries. The same release indi- 
cated that New Jersey had 8.8 aid-to-dependent-children recipients per thousand 
children under 18 years of age as compared to 19.7 old-age and survivors in- 
surance beneficiaries. Similar figures for the United States were 27.9 ADC re- 
cipients and 18.7 OASI beneficiaries. We believe that this favorable situation 
here in New Jersey is in part due to wide OASI coverage of our people and in 
part to careful investigation of need for public assistance, encouragement of 
help from relatives, and favorable employment opportunities, 

Although the effect upon public assistance total expenditures has not been as 
great as some anticipated at the time of the establishment of the OASI program, 
due in good measure to the increased costs of living during the same period, 
nevertheless the OASI payments have had a substantial effect on existing 
assistance cases in the way of case closings or reduced grants. In addition the 
OASI program has eliminated or reduced the need with regard to many other 
persons who were potential applicants for publie assistance. : 

If the OASI program coverage should be further extended and if benefits 
should be increased, we would, as we have in the past, take prompt action in 
considering the impact of these additional resources both in the way of reduced 
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public assistance requirements for affected recipients and with regard to assist- 
ance applications from those not now being aided. 

In my opinion, H. R. 7199 broadens and strengthens the contributory old-age 
and survivors’ insurance program as the primary social security plan. In 
principle, I favor additional coverage of workers, reasonable benefit increases, 
eonditional protection of benefit rates for disabled and a broadened earnings 
formula. I also believe that the financial soundness of the trust fund should be 
carefully considered to assure that receipt of moneys will be adequate to meet 
the continuing fiscal requirements of the system. 

Very truly yours, 
SANFORD BATEs, Commissioner. 


STATE OF NEW JERSEY, 
DEPARTMENT INSTITUTIONS AND AGENCIES, 


Trenton, April 19, 1954. 
Hon. DANIEL A. REED, 


Chairman, Committee on Ways and Means, 
United States House of Rep sentatives, 
Washington £m. Es. 


DEAR CONGRESSMAN REED: I wrote you under date of March 30, 1954, with 
reference to our position on H. R. 7199, a bill to extend the operation of oid-age 
and survivors’ insurance under the Federal security program. I referred inci- 


dentally in that letter to the assumption that the expanded OASIT program would 
be soundly financed, but I want to add this thought to that letter, that unless t] 
program does promptly proceed toward an adequately financed pro 
turn out to be just another form of old-age assistance. 

If it is to be a real insurance program and not a snare and a delusion, 
then the amounts of withholdings from employees and employers must be 
gradually raised until the program can be dignified by the name of an insurance 
program. As it is now and as it has been for 15 years, the program which we 
call an insurance program will eventually have to be paid for by the taxpayers 
of some future generation. I believe we cannot sincerely advocate OASI as a 
means of supplanting old-age assistance unless we continue to insist on sound 
financing 

Respectfully yours, 


e 
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SANFORD Bates, Commissioner. 


UNIVERSITY OF COLORADO, 
PRESIDENT’S OFFICE, 
Boulder, Colo., March 9, 1954. 
The Honorable DAnter A. REEp, 


House Office Building, Washington, D. C. 


Dear Mr. Reen: The faculty of the University of Colorado is intensely inter- 
ested in the extension of the Social Security Act so that the faculties of State 
universities can be included. 

A special committee of the university senate has spent a great deal of time 
studying the various proposals before the Congress which would make this 
possible. The board of regents of the university and the administrative officers 
of the university as well as the faculty have followed the deliberations of our 
senate committee, and agree with the committee that H. R. 7199 is the measure 
that will most satisfactorily cover the situation, and we are joining in urging 
you to do your utmost to expedite its passage. If there is anything beyond the 
writing of this letter that I can do which will help expedite this matter, I would 
appreciate being so advised. 

Sincerely yours, 


Warp DARLEY. 





MINNESOTA EDUCATION ASSOCIATION, 
St. Paul, March 31, 1954. 


CLERK, 
Ways and Means Committee, United States House of Representatives, 
Washington, D. C. 
DEAR Sir: We wish to express our support of the broad principles laid down 
in H. R. 7199, section 218 (d), and urge that Ways and Means Committee work 
for its passage after some fundamental changes have been made, 
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We feel it is very important that provision be made to prevent the procedure 
used since 1951 in several States by which they repealed their retirement system 
in order to make the members thereof eligible for social-security coverage. We 
do not believe that use of the back-door method provides the protection that 
members of a local retirement fund should have to avoid repeal of sound, ade- 
quate retirement systems. 

The fairest and most defensible method for determining the amount of interest 
on the part of members of a fund in social-security extension is through the use 
of a referendum. Section 218 (d) (8) (E) does not provide adequate protection 
to the majority of the members of some retirement funds. The section should 
provide for a two-thirds or more vote of all members of the fund, rather than 
two-thirds or more of the employees who voted in such referendum * * *, A 
small minority of the members of a retirement fund could determine whether 
the entire membership of the fund should be covered under social security, 
rather than a substantial majority, a provision which would be disastrous to 
some retirement funds. 

We feel that the members of the State retirement fund should know what 
they are voting on in the referendum. The law should be amended to require that 
the notice set forth the plan to be adopted and its effect on the existing retire- 
ment system, and that the ballot identify the plan to be voted upon. Voting ona 
matter as serious as this should be done only by well-informed people who are 
thoroughly aware of the provisions and effects of such voting. 

We believe that this bill will provide some of the protection needed by good 
retirement systems such as ours in Minnesota so that the great majority of its 
members will continue to have the retirement benefits and coverage that they 
desire. 

Very sincerely yours, 
JOSEPH KISE, 
President, Minnesota Education Association, 
L. E. WERMAGER, 
Chairman, Legislative Committee, Minnesota Education Association, 
W. E. ENGLUND, 
Executive Secretary, Minnesota Education Association. 


STATEMENT BY Birt DorrouGH, COMMISSIONER, ALABAMA STATE DEPARTMENT OP 
PusLtic WELFARE 


As commissioner of public welfare in Alabama, I should like to comment 
briefly on H. R. 7199. I share with most other public welfare officials in the 
country the belief that an adequate old-age and survivors insurance program 
is an important bulwark against dependency. The progressive development of 
this program throughout the past decades, with periodic extension and im- 
provement, has demonstrated the importance of extended coverage and more 
realistic benefits. 

The provisions of H. R. 7199 will be helpful in reducing the potential number 
of needy people in Alabama. This should reduce the future burden on the 
department of public welfare, as well as providing to individuals a means 
through which they can preserve their own independence 

We particularly favor the liberalization of the program in terms of periods 
of disability and periods of lowest or no earnings. We think these proposals are 
sound and will serve to insure more adequate benefits for a large group of persons 
who are, or will be, affected by them. 

We are likewise in support of the extension of coverage and the increase in 
benefits. We think these proposals will eliminate many of the present defects 
in the system. Alabama has had a lower percentage of its population protected 
and a lower OASI recipient rate among its aged than the Nation as a whole, 
partially because of its many unprotected farmers. H. R. 7199 will provide 
coverage for many of these rural people. The higher benefit rates will reduce 
future dependency, though there will be little effect on the present assistance 
load. 

We are glad to see that it will be possible under H. R. 7199 for public em- 
ployees, now under a retirement system, to be covered. We do believe, how- 
ever, that the voting requirement (now written in the bill) to determine whether 
members of a given retirement system will be included under OAST is too 
restrictive. 
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We believe a majority of those voting should be substituted for the proposed 
two-thirds of those voting. We think there should also be some clarification in 
the definition of the voting unit for persons now under a State retirement 
system. As the bill now stands, it is difficult for us to determine whether 
teachers and State employees in Alabama would vote separately or as a unit. 

In summary, therefore, I should like for the committee to know that Ala- 
bama’s public-welfare officials are in support of H. R. 7199. We believe it is 
sound planning to develop means to reduce future need and dependency. 

At the same time, I should like to call to the attention of the committee the 
fact that H. R. 7199 will have almost no effect on the present assistance load in 
Alabama and in many other States. For example, only about 3 percent of our 
old-age assistance recipients and a similarly low percentage of our ADC families 
are also concurrently receiving OASI benefits. This means that higher payments 
would have little bearing on the needs of present recipients. 

Likewise, the extension of coverage to more employed workers will not touch 
many Alabamians in the older age group who now or in the near future may need 
public assistance. Alabama is a State where the recipient rate for old-age as 
sistance is 307 as compared with an OASI recipient rate of only 223 per 1,000 
old people. (June 1953.) This situation is the reverse of that for the Nation 
as a whole where the old-age assistance recipient rate of 191 is well under the 
OASI recipient rate of 318 for older persons. 

In brief, I believe it is the will of this committee and of the whole Congress 
to strengthen the social-security program through this and other proposed legis- 
lation. If these measures are to accomplish this purpose and, thereby, to make 
the program serve the people better, the Congress must consider all aspects of 
social security together. This means consideration of bills regarding the social 
insurances, along with those relating to public assistance and other social 
services. Just as we cannot examine changes in one service apart from those 
in another, we cannot evaluate the average or nationwide effect of the laws 
without considering State-by-State deviations from the norm. 

I mention these points because, while we in Alabama favor H. R. 7199; we do 
not want to create the impression that it will serve to reduce present responsibil- 
ities of the welfare department for the already needy. The committee will want 
to give full attention to this problem when measures concerning public assistance 
are studied. 


ALABAMA EDUCATION ASSOCIATION, 
Montgomery, Ala., April 5, 1954. 
Hon. DANIEL A. REED, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


My Dear Mr. Reep: The Alabama Education Association urgently requests that 
section 218 (d) of the Social Security Act, excluding from Federal old-age and 
survivors insurance public employees in positions covered by a State or local 
retirement or pension plan be amended so that its 16,703 members may be brought 
under the provisions of said act. We understand the above proposed amendment 
is included among the provisions of H. R. 7199. This request is based on the 
following acts: 

I. The retirement benefits under Alabama’s retirement plan are inadequate. 
At present the average monthly retirement payments approximate $64. This in- 
adequacy results from the following facts: 

(1) The contributory rate for both employers and employees is 344 percent; 

(2) Prior to October 1, 1953, the salary base on which contributions were cal- 
culated was $3,000 (the 1953 legislature increased this salary base to $3,600) ; 

(3) Prior to October 1, 1953, the State (the employer) did not match the em- 
ployee contributions beyond age 60 (under an act adopted by the 1953 legislature 
the employee contributions are matched to age 65); 

(4) Prior to 1941, the effective date of the Alabama teachers retirement sys- 
tem, salaries paid Alabama teachers on which prior service benefits are caleu- 
lated were extremely low. For example, the average annual salary for 1925 was 
$636 ; for 1930, $761; for 1935, $596; for 1940, $719. 

Even at the present time Alabama’s salaries on which membership contributions 
are based are still comparatively low. The estimated salaries for the current 
year show Alabama's average salary as $2,705, which ranks it as 44th in the 
Nation as regards salaries. 
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II. Alabama teachers are in favor of amending section 218 (d) of the Social 
Security Act. 

The 1954 assembly of delegates, the legislative body of the Alabama Education 
Association, unanimously resolved to urge Congress to amend section 218 (d) of 
the Social Security Act so as to bring under its provisions employees in posi- 
tions covered by a State or local retirement or pension plan. Similar action was 
taken by the 1953 assembly of delegates. In addition, similar action has been 
taken from time to time by numerous local associations of teachers throughout 
Alabama. 

III. The State of Alabama heartily approves of providing retirement benefits 
for its teachers. This is evidenced by 

(1) Numerous improvements in the Teachers Retirement Act since its 
establishment in 1989. These improvements are indicated by the marked 
increase in appropriations supporting the retirement system from $400,000 
in 1939 to $5 million in 1958. 

(2) Inclusion in the 1953 appropriation of a contingent appropriation of 
approximately $1,500,000 needed to permit the State to match employees 
contributions to the Federal Social Security Act at the rate of 2 percent of 
the salary paid each teacher, excluding that part of the salary in excess of 
$3,600; provided section 218 (d) is amended as above explained. 

The Alabama Education Association urges that the committee approve the 
section of H. R. 7199 which provides that the proposal to amend section 218 (d) 
of the Social Security Act, as above explained, be subrmnitted in a referendum to 
the members of the State retirement system and that the result of the referen- 
dum be determined by two-thirds of the voting members and not by a two-thirds 
vote of the entire membership as has been proposed. 

Yours very truly, 

FRANK L. Grove, Secretary. 


STATE OF ALABAMA EMPLOYEES’ RETIREMENT SYSTEM, 
Vontgomery, Ala., March 31, 1954. 
Hon. DAN REED, 
Chairman, The Ways and Means Committee, 
New House Office Building, 
Washington, D. C. 

Dear MR. REED: The 12,000 members of the Employees’ Retirement System of 
Alabama through their organized groups, have evidenced their desire to obtain 
social security coverage provided for in H. R. 7199. Our members agree with 
the proposals of that bill. In view of some controversy regarding voting re- 
quirements for determination of coverage by public retirement system members, 
we wish to go on record as expressly favoring qualification by a two-third affirm- 
ative vote of those voting. A number of our members are for various reasons 
temporarily unemployed or out of the State during each year, and therefore 
would be unaware of their eligibility to vote. 

The Alabama Legislature last convened overwhelmingly approved coverage 
under social security for members of our retirement system. By unanimous 
vote this legislature revised the laws to provide for coverage so that members 
could join the preponderance of the national labor force in sharing the benefits 
provided by action of the Federal Congress. 

As executive officer of the retirement system in Alabama and in behalf of the 
members of the retirement system, I strongly urge favorable consideration of 
H. R. 7199 now before your honorable committee. 

Sincerely yours, 
RAYMOND D. Fow eR, Secretary-Treasurer. 





STATE OF ALABAMA, 
TEACHERS’ RETIREMENT SYSTEM, 
Montgomery, Ala., March $1, 1954. 
Hon. DAN REEp, 
Chairman, the Ways and Means Committee, 
New House Office Building, Washington, D. C. 

Dear Mr. Reep: The 32,000 members of the Teachers’ Retirement System 
of Alabama, through their organized groups, have evidenced their desire to 
obtain social-security coverage provided for in H. R. 7199. Our members agree 
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with the proposals of that bill. In view of some controversy regarding voting 
requirements for determination of coverage by public retirement system members, 
we wish to go on record as expressly favoring qualification by a two-third 
affirmative vote of those voting. A number of our members are for various 
reasons temporarily unemployed or out of the State during each year, and 
therefore would be unaware of their eligibility to vote. 

The Alabama Legislature last convened overwhelmingly approved coverage 
under social security for members of our retirement system. By unanimous 
vote this legislature revised the laws to provide for coverage so that members 
could join the preponderance of the national labor force in sharing the benefits 
provided by action of the Federal Congress. 

As executive officer of the retirement system in Alabama and in behalf of 
the members of the retirement system, I strongly urge favorable consideration 
of H. R. 7199 now before your honorable committee. 

Sincerely yours, 
RayMOND D. Fow ter, Secretary-Treasurer. 





UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
November 24, 1958. 
Hon. DanieL A. REED, 
Chairman, House Committee on Ways and Means, 
New House Office Building, Washington, D. C. 

DEAR CONGRESSMAN ReEeEp: I attach a copy of House Joint Memorial No. 4, 
Arizona State Legislature, requesting the Congress to extend old-age and sur- 
vivors insurance to Arizona employees in positions covered by retirement systems. 

I will appreciate it if this memorial can be made a part of the record of 
hearings before your committee on amendments to the Social Security Act. 

Yours very sincerely, 
CARL HAYDEN. 


{State of Arizona, House of Representatives, 21st Legislature, 1st special session] 


House JoIntT Memorrat No. 4—A JOINT MEMORIAL REQUESTING THE CONGRESS TO 
EXTEND OLD-AGE AND SURVIVORS INSURANCE TO ARIZONA EMPLOYEES IN POSITIONS 
COVERED BY RETIREMENT SYSTEM 


To Arizona’s Senators and Representative in the Congress; to the Secretary of 
the Department of Health, Education, and Welfare; and to the Congress of 
the United States: 

Your memorialist respectfully represents : 

That the 21st Legislature of the State of Arizona at its Ist regular session, 
being desirous of extending the benefits of old-age and survivors insurance to 
ill State employees, enacted House bill No. 195. That said law provided for 
the termination of the Arizona teachers’ retirement system and the extension 
of old-age and survivors insurance benefits and the supplemental State em- 
ployees’ retirement system to the members of such system as employees of the 
State of Arizona. 

That notwithstanding such legislation, the Secretary of the Department of 
Health, Education, and Welfare refused to permit coverage of persons holding 
teachers’ certilicates issued by the State board of education who were in posi- 
tions subject to the Teachers’ Retirement Act of 1943 because of the prohibition 
to such coverage by section 218 (d) of the Sociai Security Act. 

That the 1st session of the 83d Congress of the United States enacted House 
Resolution 2062 amending section 218 (d) of the Social Security Act so as to 
permit public employees of the State of Wisconsin subject to the Wisconsin 
retirement system to obtain old-age and survivors insurance benefits. 

Wherefore your memorialist, the Legislature of the State of Arizona, respect- 
fully requests : 

1. That the Congress of the United States enact legislation amending section 
“18 (d) of the Social Security Act so that public employees of the State of 
Arizona who were in positions subject to a retirement system on the date of 
the agreement extending old-age and survivors insurance benefits to their cov- 
erage group may have extended to them such benefits in the same manner as was 
provided by the Congress for the public employees of the State of Wisconsin. 
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2. That the Arizona Senators and Representative introduce such legislation in 
the next session of Congress. 

3. That the Secretary of the Department of Health, Education, and Welfare 
recommend to the Congress the adoption of legislation similar to that enacted 
in behalf of the public employees of the State of Wisconsin. 

Passed the House, October 28, 1953, by the following vote: 70 ayes, 4 nays, 6 
not voting. 

Passed the Senate October 31, 1953, by the following vote: Unanimously 
adopted. 

Approved by the governor, November 10, 1953. 

Filed in the office of the secretary of state, November 10, 1953 


TEACHERS’ RETIREMENT FUND ASSOCIATION 
OF ScHOOL District No. 1, MULTNOMAH COUNTY, OREG., 
Portland, Oreg., April 5, 1954 
WAYS AND MEANS COMMITTEE, 
House of Representatives, Washington, D. C. 

(Attention: Committee clerk.) 

GENTLEMEN: The board of trustees of the Teachers’ Retirement Fund Asso- 
ciation of School District No. 1, Portland, Oreg., acting on behalf of the members 
of the association, submits the following statement concerning H. R. 7199 for 
consideration by your committee at the time of hearings on that proposed 
legislation : 

1. The Teachers’ Retirement Fund Association of School District No. 1, Port- 
land, Oreg., is a local retirement association whose membership is limited to 
and compulsory for most, but not all, of the public-school teachers of the above 
named school district. 

The association was incorporated January 26, 1912, under provisions of an 
enabling act adopted by the Oregon State Legislature in 1911, and has been 
active continually since that time under the original act and various amend- 
ments to the act. 

The association has an active membership, at present, of 1,950, and a retired 
membership of 530 who receive annuities and matching pensions under the 
terms of the enabling act and the association bylaws. Its present assets total 
$7,000,883. 

2. There are at present approximately 125 teachers employed full time by 
school district No. 1 who are not members of the association for the following 
reasons: 

(a) A small number of Portland teachers are not eligible for membership 
in the association, under the law, because they were hired after reaching 
age 45. These teachers are required to enter the State public employees’ 
retirement system and now have Federal social security coverage under a 
Federal-State agreement. 

(b) Some Portland teachers belonged to the public employees’ retirement 
system while teaching in other school districts in the State before coming 
into the Portland school system, and elected to remain with the State re- 
tirement system when hired by Portland district. As in (a) above, they 
now have Federal social-security coverage. 

3. Maximum retirement benefits for association members total $150 per month, 
including $75 in pension paid by the school district and $75 in annuity purchased 
by the member. 

4. Members of the association do not have social-security coverage, under the 
provisions of the present Social Security Act. 

5. Except for the members of the Teachers’ Retirement Fund Association of 
School District No. 1, Portland, Oreg., all public school teachers in the State of 
Oregon are covered by the Federal social-security program, under a Federal- 
State agreement, as well as by the State public employees’ retirement system. 
This includes a number of Portland teachers, as noted in 2 (a) and 2 (b) above 

This double coverage was accomplished at the 1953 session of the Oregon State 
Legislature through the familiar three-step legal program: (1) Repeal of the 
existing law establishing the public employees’ retirement system; (2) approvel 
of a Federal-State social security agreement; and (3) enactment of a law 
reestablishing the public employees’ retirement system with some modification 
of retirement benefits. 
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Such a three-step program was not possible for the local Portland Teachers’ 
Retirement Fund Association, for it is a corporation operating under provisions 
of the enabling act and could not be disbanded and then reestablished without 
the consent of its members, which would have involved considerable time and 
even more financial difficulty. 

6. The board of trustees of the Teachers’ Retirement Fund Association of 
School District No. 1 believes (a) that the active members of the association 
should have the right to be covered by Federal social security through a Federal- 
State agreement, without discontinuing their present retirement program, in 
conformity with the situation of all other public-school teachers of the State of 
Oregon, including some Portland teachers. 

(a) (See above.) 

(b) That the active members of the association should be given the oppor- 
tunity, by a referendum vote, to determine whether or not the State should 
enter into a social-security agreement on behalf of the association; and 

(c) That H. R. 7199 provide a satisfactory method of providing this right 
and opportunity for members of the association. 

7. The board of trustees also believes: 

(a) That a new beginning date, or some other plan, which would avoid 
penalizing newly covered persons for lack of covered earnings since 1950, 
should he part of any revision of the Social Security Act ; and 

(6) That the plan provided in H. R. 7199 for disregarding the 4 lowest 
years of earnings in computing the average monthly wage, and therefore 
the monthly retirement benefits, is a workable method of providing for newly 
covered persons while at the same time providing a desirable protection 
against reduced benefits for those covered by social security at the present 
time. 

8. Furthermore, the board of trustees believes that H. R. 7199 includes desirable 
revisions of the Social Security Act in providing: 

(a) Protection of a worker against reduction of benefits because of ex- 
tended total disability ; 

(¥) Increase of the maximum salary on which social-security taxes would 
be imposed and on which retirement benefits would be figured, from $3,600 
to $4,200; and 

(ce) Liberalization of the work clause so that social-security beneficiaries 
can earn up to $1,000 a year without loss in benefits. 

9. Therefore, the board of trustees of the Teachers’ Retirement Fund Associa- 
tion of School District No. 1, Portland, Oreg., acting on behalf of the members 
of the association, recommends and urges that your committee take favorable 
action in regard to H. R. 7199 at the earliest opportunity. 

Respectfully yours, 

BoarD OF TRUSTEES, TEACHERS’ RETIREMENT FUND ASSOCIATION, 
By CLARENCE E, OLtver, President. 





STATE OF WASHINGTON, TEACHERS’ RETIREMENT SYSTEM, 
Olympia, March 31, 1954 
Hon. Hat HoutmeEs, 
House of Representatives, 
Washington, D. C. 

My Dear Mr. Hotmes: It is my understanding that hearings on H. R. 7199 
will be held during the first half of April. 

The great majority of the teachers in our State are opposed to having their 
retirement system combined with social security. At the present time, this could 
be accomplished only by abolishing the State system, adopting social security, 
and then possibly establishing a supplemental program. This is a dangerous 
procedure, as the teachers in South Dakota have found out to their sorrow. 

If social-security coverage is to be made available to public employees through 
a less drastic method, we feel that certain safeguards should be included in the 
act. 

1. There must be assurance that the members will have full information on 
the proposed combination before the referendum. 

2. Two-thirds of the eligible members must vote in favor of the change. 





SOCIAL SECURITY ACT AMENDMENTS OF 1954 379 


3. There must be a definite date after which there will be no more “back dour” 
plans for combining social security and public retirement systems. 

4, The various State legislatures shall determine the coverage groups. 

5. The policy of Congress should be that no combined plan shall result in an 
impairment or reduction in retirement benefits. 

We know that you have always been a friend of our Washington teachers, and 
they are depending on you to do your best to protect their interests 

With best personal regards, I am 

Yours very truly, 
L. D. Burrus, 
Secretary-Manager. 


INTERNATIONAL ASSOCIATION OF PERSONNEL IN EMPLOYMENT SECURITY, 
Montgomery, Ala., April 5, 1954 
Hon. DAN REED, 
Chairman, Ways and Means Committee, 
New House Office Building, 
Washinaton, D. C. 

DEAR MR. REED: For the information of you and your committee, I am enclosing 
copy of resolution unanimously adopted by the membership of the International 
Association of Personnel in Employment Security at its last annual meeting 
in Milwaukee on June 11, 1953. 

This association is composed of approximately 18,000 members, residing in 
practically every county in the United States. This membership, most of whom 
have long been employed in the employment security program, is vitally inter- 
ested in the passage of H. R. 7199, as the present State retirement systems are 
in most instances entirely inadequate. We feel, however, that the law should 
be so worded as to permit participation by any State by a two-thirds affirmative 
vote of those voting, rather than a two-thirds affirmative vote of the entire 
number of employees involved. 

Trusting that your committee will see fit to give H. R. 7199 a favorable report, 
Iam 

Sincerely, 
C. F. ANDERSON, 
Chairman, Legislative Reference Committee. 


RESOLUTION 


Whereas the present Social Security Act excludes State employees from its 
provisions in those States having retirement systems; and 

Whereas legislation introduced in the 82d Congress aimed at elimination of 
this inequitable exclusion was not enacted into law, notwithstanding an over- 
whelming majority in the House, with the result that States having retirement 
systems could not pass necessary enabling legislation permitting their employees 
by a 6634 majority vote to avail themselves of coverage under the Social Security 
Act; and 

Whereas many thousands of State employees in those States having retire- 
ment systems are now denied the rights and benefits of the Social Security Act; 
and 

Whereas the lack of adequate retirement systems in many States contributes in 
large measure to the loss of capable personnel and impedes the recruitment of 
worthwhile new personnel; and 

Whereas a number of bill have been introduced in the 83d Congress for the 
purpose of eliminating this unjust provision and place all States on an equal 
footing insofar as coverage under the Social Security Act is concerned: Now 
therefore, be it 

Resolved, That the International Association of Personnel in Employment 
Security at this convention assembled place itself on record as strongly endors- 
ing the legislation proposed in the 83d Congress which would eliminate this 
inequitable stipulation and thereby provide equal opportunity for all States to 
secure coverage under the Social Security Act for their employees; and be it 
further 

Resclved, That a copy of this resolution be transmitted to the Senators and 
Representatives of each State. 
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THE STATE OF NEW HAMPSHIRE, 
DEPARTMENT OF LABOR, 
DIVISION OF EMPLOYMENT SECURITY, 
Concord, N. H., April 2, 1954. 
Hon. DANIEL A. REEpD, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Reed: I am writing you on behalf of the Interstate Conference of 
Employment Security Agencies in connection with H. R. 7199 on which I under- 
stand your House Committee on Ways and Means is currently holding hearings. 

The interstate conference at its 1953 annual meeting unanimously passed the 
following resolution: 


“RESOLUTION X. STATE COVERAGE UNDER THE OLp-AGE AND Survivors INSURANCE 
SYSTEM 


“Whereas the Interstate Conference of Employment Security Agencies on 
October 4, 1950, at its 14th annual meeting in Columbus, Ohio, adopted a 
resolution relating to retirement rights for employment security employees, 
which is quoted in part as follows: 

“*Whereas it is in the public interest that provision be made for adequate 
retirement benefits for all employment security employees; and 

“Whereas the lack of adequate retirement systems in many States contributes 
in large measure to the loss of capable personnel and impedes the recruitment of 
worthwhile new personnel: Now, therefore, be it 

“Resolved, That the Interstate Conference of Employment Security Agencies 
favors prompt Passage by the Congress of appropriate legislation amending the 
old-age and survivors insurance system so that any State may readily elect 
coverage thereunder, and may supplement its own retirement system thereby, as 
the State may choose; and be it further 

“Resolved, That the interstate conference expresses its support of any such 
legislation.” 

The burden of this resolution is, of course, general support of the type of legis- 
lation you have before you. It probably should be noted, however, that the con- 
ference did not consider in detail any specific proposal, and therefore cannot be 
represented as endorsing in every particular the legislation you have before you. 

The conference will certainly appreciate any consiceration you can give to its 
position in this matter. 

Sincerely yours, 
NEWELL Brown, 
Chairman, Legislative Committee, Interstate Conference of Employment 
Security Agencies. 





PusLic ScHoot TEACHERS’ PENSION AND RETIREMENT FUND, 
Chicago, Ill., April 5, 1954. 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, New House Office Building, 
Room 1102, Washington, D. C. 

GENTLEMEN: The board of trustees of the Public School Teachers’ Pension 
and Retirement Fund of Chicago respectfully presents to the Ways and Means 
Committee of the House of Representatives the following statement of its posi- 
tion on proposed amendments to section 218 (d) of the Social Security Act, as 
contained in H. R. 7199. This action is in behalf of approximately 19,000 active 
(and retired) public school teachers of the city of Chicago. 

The Chicago teachers’ pension fund was established in 1895 and is adminis- 
tered by a board of 9 trustees. Six are contributors to the fund and 8 are 
members of the Chicago Board of Education. The trustees’ intimate knowledge 
of the objectives to be achieved by a local retirement system and their sincere 
interest in, and identification with, the welfare of the participants has been a 
source of assurance to the teachers throughout the many years of the fund’s 
existence. The Chicago teachers’ pension plan encourages and rewards long and 
faithful teaching service and also reflects administrative and personnel policies 
of the Chicago Board of Education. Its stability and continued operation are 
of vital importance to the teachers of Chicago, the board of education, and the 
city of Chicago. 
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Our position is expressed in full by two national organizations with which the 
fund is affiliated, namely, the National Council on Teacher Retirement and the 
Municipal Finance Officers Association. Your consideration and support of their 
recommendations are solicited. Of particular importance is the request that, if 
old-age and survivors insurance is to be extended to members of a public 
employee retirement system, approval in a referendum by two-thirds of its mem- 
bers will be required. Approval by two-thirds of the persons voting on the issue 
is not considered an adequate safeguard. In the case of nonprofit organizations, 
the measure of approval for coverage, as stated in the present law, is a favorable 
vote by two-thirds of the employees. The same consideration is requested for 
public employees who are members of retirement systems. 

The following excellent statement of policy, contained in H. R. 7199, is re- 
assuring to teachers and other public employees who fear the possible loss of 
their valued and hard-earned retirement protection : 

“It is hereby declared to be the policy of the Congress in enacting the suc 
ceeding paragraphs of this subsection that the protection afforded employees 
in positions covered under a retirement system on the date an agreement under 
this section is made applicable to service performed in such positions, or receiv- 
ing periodic benefits under such retirement system at such time, will not be 
impaired as a result of making the agreement so applicable or as a result of 
legislative enactment in anticipation thereof.” 

As a further means of insuring the deposits, earned credits, and pension 
expectancies, each public employee must be informed of the conditions under 
which social-security coverage is offered. Therefore, it is recommended that 
the notice of a referendum include a statement of the purpose and an explana- 
tion of the proposed plan on which the employees are asked to vote 

Your favorable consideration of these recommendations is respectfully re- 
quested. 

Yours very truly, 
Susan Scutty, President. 


STATE EMPLOYEES RETIREMENT ASSOCIATION, 
St. Paul, Minn., April 8, 1954. 
Hon. DANIEL A. REED, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington, D. C 

Drak Sir: H. R. 7199 and H. R. 6863 proposes to amend section 218 (d) of 
the Social Security Act. We respectfully request they be amended to provide 
that: 

1. At least two-thirds of the employees covered under the existing em 
ployees retirement system approve coverage under social security. 

Such a requirement would be identical with the present provision in 
the Social Security Act relative to persons in services performed in the 
employ of organizations exempt from income tax under section 101 (6) 
of the Internal Revenue Code. These persons may be included under 
social security provided at least two-thirds of the employees approve 
such coverage. 

2. The manner of adjustment with the local plan be clearly stated when 
the question of coverage is presented to the members of the retirement 
system. 

We do not believe it right in principle that two-thirds of those voting 
should bind the entire membership of a retirement system nor that 
members should be required to vote unless they know how the proposal 
will affect their present retirement plan. 

Respectfully yours, 

OnaA A. CRUME, 
Executive Secretary. 


. ALBANY, N. Y., April 15, 1954. 
Hon. DANIEL A. REED, 
House Office Building, 
House of Representatives, 
Washington, D. C.: 

Regarding H. R. 7199, the 54,000 members of the New York State Teachers 
Association respectfully request you and your committee to support an amend- 
ment which would require approval by two-thirds of the membership of an exist- 
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ing retirement system rather than two-thirds of those voting before an agreement 
can be made with a State. Also we would like safeguards in the bill assuring 
the membership of existing retirement systems exact knowledge of what they 
are voting upon whenever a proposal is submitted. 
G. Howarp GOoLp, 
Brecutive Secretary, New York State Teachers Association. 


LEAGUE OF CALIFORNIA CITIES 
Berkeley, Calif., April 5, 1954. 
Hon. JAMES B. Ut, 
Member of Congress, 
House Office Building, 
Washington, D. C. 

DEAR CONGRESSMAN Utt: This is written to request your support of an amend 
ment to that portion of H. R. 7199 which deals with the extension of Federal 
OASI to employees of State and local governments who presently are members 
of an existing retirement system. It is our understanding that this amendment 
will be presented by a representative of the American Municipal Association at 
a hearing of the House Ways and Means Committee, of which you are a member, 
to be held April 8. Enclosed is a copy of this proposed amendment. 

H. R. 7199 in its present form authorizes the extension of OASI coverage to 
members of a State or a political subdivision who are presently members of a 
State or local retirement system only after an approving vote of two-thirds of the 
members of the system voting at a referendum election. In its present form tbe 
bill mandatorily excludes from coverage all employees in police and fire positions. 
While the present provisions of H. R. 7199 relative to the extension of OASI to 
members of existing retirement systems is not completely undesirable from the 
standpoint of the interest of California cities in achieving the best possible retire 
ment systems for their employees a the lowest cost, it is felt that the referendum 
requirement is a matter which should be determined at State and local govern- 
ment levels, and that all employees in police and fire positions should not be 
mandatorily excluded from OASI coverage. 

With respect to the requirement for an employee referendum we would respect 
fully point out that the present California enabling legislation for the coverage 
of employees of political subdivisions having no retirement system requires a 
majority approving vote of the members of each coverage group as a condition 
of coverage (13775 et seq., Government Code). We can conceive of no sound rea- 
son why the Federal law should impose a two-thirds referendum requirement 
mandatorily. 

Again, while it may well be that the large majority of policemen and firemen 
in existing retirement systems do not desire to avail themselves of OASI coverage, 
the fact that in some cities there are policemen and firemen who do not have 
the benefit of an adequate retirement system with retirement at an age below 
65, and who would benefit from OASI coverage, renders inequitable the com- 
plete exclusion of all policemen and firemen from OASI coverage. If the police 
and fire services were defined as separate coverage groups, thereby permitting 
their coverage independently of other governmental employees, it is believed 
that such employees could in every case successfully persuade the local legislative 
body of the desirability or undesirability of OASI coverage for their positions. 

For the foregoing reasons we wish to indicate to you the support of this organ- 
ization for the amendment to H. R. 7199 which will be presented by the American 
Municipal Association at the hearing on April 8, and to urge your favorable con- 
sideration of this amendment. 

Sincerely, 
RicHARD CARPENTER, 
Executive Director and General Counsel. 


PRoposep AMENDMENT TO H. R. 7199 RELATING TO THE OLp-AGE AND SuRvVIVvoRs’ 
INSURANCE SYSTEM 


(To be substituted for the material beginning at line 16 on page 9 through line 
12 on page 13) 


Section 1. Section 218 (b) (5) of the Social Security Act is amended to read 
as follows: 
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“The term ‘coverage group’ means (A) employees of a State engaged in per- 

forming service— 

(i) in connection with any function other than a proprietary function ; 

(ii) in connection with a single proprietary function ; 

(iii) in positions covered by the same retirement system; or 

(iv) in policemen’s or firemen’s positions; or 
(B) employees of a political subdivision of a State engaged in perfoming service— 

(i) in connection with any function other than a proprietary function ; 

(ii) in connection with a single proprietary function ; 

(iii) in positions covered by the same retirement system ; or 

(iv) in policemen’s or firemen’s positions. 
If a retirement system covers positions of employees of the State and positions 
of employees of one or more political subdivisions of the State, or covers positions 
of employees of two or more political subdivisions of the State, then for the pur- 
poses of paragraphs (A) and (B) of this subsection, there shall, if the State 
so desires, be deemed to be a separate retirement system with respect to each 
political subdivision concerned and, where the retirement system covers posi- 
tions of employees of the State, a separate retirement system with respect to the 
State. If under paragraphs (A) and (B) of this subsection an employee of a 
State or of a political subdivision of a State would be included in more than one 
coverage group of employees of the State or of employees of a political subdivision 
of a State. he shall be included in only one such coverage group. The deter 
minaiton of the coverage group in which such employee shall be included shall be 
made in such manner as may be specified in the agreement.” 

SEc. 2. Section 218 (d) of the Social Security Act is repealed. 








New HAMPSHIRE EDUCATION ASSOCIATION 


ipril 5, 1954 
CHAIRMAN, WAYS AND MEANS COMMITTEE, 
New House Office Building, 
Washington, D. C. 

Drar Str: The New Hampshire Education Association wishes to go on record 
as being opposed to any provision which would directly or indirectly place those 
now covered by the New Hampshire Teachers Retirement System on social 
security. 

For 17 years the State government of New Hampshire, the teachers and school 
administrators and school board members of the State have studied carefully 
the ultimate design of a retirement system for New Hampshire teachers which 
will work best in the interests of the children of this State. We have made many 
forward steps but it has taken many years of experience to reveal the need and 
identify the solution. Social security is an excellent instrument for those for 
whom it has been designed. Teachers in this State are not in that group and 
the provisions of that coverage are not designed to better the educational 
opportunities of New Hampshire children. 

We thank you for this opportunity to place our association on record before 
the Ways and Means Committee of the House of Representatives of the Sd 
Congress. 

Very truly yours, 
Rosert D. BAILry 
Ezvecutive Secretary 


STATEMENT OF THE COUNCIL OF STATE GOVERNMENTS TO THE House WAYS AND 
MEANS ComMMITTEF, ReLatTiIveE to H. R. 7199 


April 8, 1954 


The 11th General Assembly of the States at its last meeting, on December 
6, 1952, in Chicago, adopted the following statement : 


“SOCIAL SECURITY 


“The Social Security Act was amended in 1950 so as to permit contractural 
agreements between States and the Federal Security Agency for coverage of 
State and local government employees under the old-age and survivors’ insurance 
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system. Those amendments, however, prohibited the States from including such 
employees if they are now covered by or eligible for any existing public retirement 
plan. 

“The 11th General Assembly of the States strongly urges the Congress of 
the United States to eliminate the provision of the Social Security Act which 
prohibits coverage as noted above, and it is further urged that the question of 
covering State and local employees be left entirely to the determination of the 
individual States within their discretion.” 

The Council of State Governments urges, therefore, that the Social Security 
Act be amended (1) to permit the States to enter into voluntary arrangements 
with the Department of Health, Education, and Welfare for coverage of State 
and local government employees under old-age and survivors’ insurance; (2) that 
the question of inclusion or exclusion of certain groups of State and local em- 
ployees, and methods incident thereto, be left to the States; and (3) that the 
problem of coordinating existing State or local retirement systems with old-age 
and survivors’ insurance—that is, integration or supplementation—should be a 
matter to be determined by the States, as is now the case with respect to private 
industry. We believe that such amendments, if adopted, will enable the States 
and localities, if they so desire, to take full advantage of the national system of 
old-age and survivors’ insurance; they will enable State and local employees to 
move in and out of public employment without jeopardizing their retirement 
rights: and they will contribute to the extension and perfection of the national 
plan for an adequate system of old-age and survivors’ insurance. 

Respectfully submitted, 

FRANK BANE, Farecutive Director. 





FEDERATION OF STATE, Crry AND TOWN E.MPLOYEES, Loca 790, 
Holyoke, Mass., April 6, 1954. 
The Honorable DANIEL A. REED, 
Chairman, House Ways and Means Committee, 
Washington, D. C. 

DeAR Sir: The members of local 790, Federation of State, City and Town Em- 
ployees, city of Holyoke, Mass., respectfully request that H. R. 7199, social se- 
curity, be amended to include the following five points: 

1. Members of State and local systems shall be informed of what they are vot- 
ing on in any referendum. 


2. There would be a favorable vote of two-thirds of the eligible voters. 


3. Addition of a date to make the exclusion provisions more effective. 

4. Certain editorial changes so as to leave the question of definition of cover- 
age group to State legislatures. 

5. Inclusion of a statement of policy that it is the intent of Congress in per- 
mitting the coverage of members of State and local retirement systems by so- 
cial security that the retirement rights of these individuals be not impaired or re- 
duced thereby. 

Our members and other city employees have not received the high wages paid 
during the past 15 years to those employed in private industry. Our pension 
and retirement systems have been considered as a part of our annual pay. We 
ask that the amendment suggested above be made a part of the legislation. 

Respectfully, 


Patrick A. GoLpEN, President. 





Locat No. 780, MASSACHUSETTS STATE ENGINEERS AND ASSOCIATES, 
AMERICAN FEDERATION OF STATE, COUNTY AND MUNICIPAL EMPLOYEES, 
Boston, Mass., April 5, 1954. 
Hon. DANtret A. REED, 
Chairman, House Ways and Means Committee, 


Washington, D. C. 


Dear Sir: This letter was written at the request of William V. Ward, president 
of the Massachusetts State Council of the American Federation of State, County 
and Municipal Employees and on behalf of the members of the many locals which 
are members thereof, in order to clarify our position in regard to proposed 
amendments to H. R. 7199. 

In general, we are not opposed to any extension or liberalization of the present 
social-security system to include those not now covered; but since we now have 
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in Massachusetts a statewide system for nearly all public employees, we are 
unalterably opposed to any change in the social-security system which would 
in any way be construed as changing in any manner our present State law In 
other words, social security as an independent addition or supplement for those 
willing to pay for it is quite a good system, but if planned to take the place of or 
to absorb our independent and very adequate State system, then no thank you 
We are independent State righters and desire no part in it 

We therefore respectfully request and insist that the following points be clearly 
defined and covered. 

1. That all members of State and local systems shall be clearly and fully in 
formed of what they are voting on if any referendum is required 


2. That any such referendum will require the favorable votes of 75 percent of 
the eligible voters in order to make a change 

3. That a date be added to make any exclusion clause more effective 

4. That necessary editorial changes be made so as to leave the question of 


definition of coverage group to the State legislatures 
5. Inclusion of a statement of policy that it is the intent of Congress in per 
mitting the coverage of members of State and local retirement systems by so 
cial security that the present retirement rights of these individuals be not 
paired or reduced thereby. 
Respectfully yours, 
Harotp W. STEVENS, 
Chairman, Special Retirement Committee, 
Massachusetts State Council A. F. 8. C. and M. I 


New HAMPSHIRE STATE EMPLOYEES’ ASSOCIATION, 
April 5, 1954. 
Houser Ways AND Mrans ComMMITTEEF, 
Washington, D.C 


DEAR CONGRESSMAN: It is our understanding that hearings are being held by 
the House Ways and Means Committee in regard to broadening the OASI for 
the possible inclusion of public employees presently excluded because of having 
their own retirement systems 

Employees of the State of New Hampshire are presently covered by New 
Hampshire State Employees Retirement System and many persons have built 
their economic future around this system. We recognize that the social-security 
system should be considered as a floor of protection and not to supersede any 
strong funded retirement program. 

In order that public employees of this State may have adequate protection we 
wish to be on record by stating that any legislation which would extend OASI 
coverage to public employees should incorporate certain safeguards such as: 

1. When there is a referendum, members of public retirement systems 
should be assured that they will be fully advised on what they are voting. 

2. Two-thirds of the eligible members should be required to vote favorably, 
instead of two-thirds of this voting. 

3. There should be a statement of policy that it is the congressional intent 
that present members of public retirement systems should suffer no loss of 
their present retirement rights and should not have their anticipated benefits 
reduced or impaired. 

Respectfully submitted, 

LAWRENCE E. Cotter, President 


MASSACHUSETTS STATE ENGINEERS’ ASSOCTATION., IN¢ 
Boston, Mass., April 8, 1954 
Subject: H. R. 7199 (Social Security Legislation). 
Hon. DANTE A. REED, 
Chairman, House Ways and Means Committee, 
Washington, D. C. 

DEAR Str: The Massachusetts State Engineers’ Association is fearful that the 
enactment of H. R. 7199 might lead to the loss or reduction in benefits to which 
they are entitled under Massachusetts retirement laws. 

We respectfully request that the following safeguards be incorporated in H. R. 
7199: 
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1. Inclusion of a statement of policy that Congress is making social security 
available to public employees who are not covered by any retirement system at 
the present time or who are not adequately covered by a retirement system. 

2. Permit State legislatures to specify, from time to time, the groups of State, 
county, city and town employees that are to be included under the social-security 
system. 

3. Make inclusion of public employees under social security contingent on a 
favorable vote of two-thirds of the eligible voters (members of an existing or 
contemplated retirement system ) Before holding a referendum on the accept 
ance of social security, members of each State and local retirement system should 
be informed concerning the effect of their vote on their retirement rights. 

Respectfully yours, 
ERNEST MATHERS, 
Chairman, Retirement Committee, 
Massachusetts State Engineers’ Association. 





CONNECTICUT STATE EMPLOYEES ASSOCIATION, 
Hartford, Conn., April 7, 1954. 


MEMORANDUM IN REGARD TO HOUSE RESOLUTION No. 7199, PREPARED BY JAMES W. 
Mookgz, PRESIDENT OF THE CONNECTICUT STATE EMPLOYEES ASSOCIATION, 
To BE PRESENTED TO THE WAYS AND MEANS COMMITTEE OF THE UNITED STATES 
HOUSE OF REPRESENTATIVES, AT THE PUBLIC HEARING ON HOUSE RESOLUTION 
No. 7199 


The Connecticut State Employees Association recognizes in H. R. 7199 an 
attempt to extend old-age survivors insurance coverage to those persons not 
covered under the existing program. ‘The association also recognizes the inher- 
ent possibility of extending the program to a group already covered by an ade- 
quate retirement system such as that now in existence in Connecticut 

The Connecticut State Employees Association does not wish to deprive any 
State or municipal employee from receiving the benefits as outlined in H. R. 
7199 if, at present, these benefits exceed those prescribed under his present 
nadequate system. But, in order to insure that the plan, as outlined in H. R. 
7199, could not replace the retirement system now in existence for Connecticut 
State employees we respectfully request that two changes be made in the present 
wording of H. R. 7199. The changes recommended for section 218 (d) are as 
follows: 

1. Coverage by old-age survivors insurance for public employees now under 
existing retirement systems should be extended only through a referendum in 
which there is a favorable vote of two-thirds of those eligible to vote instead of 
two-thirds of those voting (sec. i-3E). 

Such a referendum should be held only within a specified time and full infor- 
mation furnished with each ballot so that the voter will know of what they are 
voting on. 

2. Instead of stating that it is the “policy” of the Congress that the protection 
now enjoyed under a retirement system will not be impaired by entering into the 
sucial-security system, make it stronger by declaring specifically that “partici- 
pation will be denied if such participation will result in any impairment of 
existing benefits.” 


PITTSBURGH TEACHERS ASSOCIATION, 
Pittsburgh, Pa., April 8, 1954. 
Hon. DANIEL A. REED, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. Reep: On behalf of the 2,000 members of the Pittsburgh Teachers 
Association, we wish to submit the following as the policy of our association in 
regard to proposed revisions of Social Security Act: 

1. We strongly oppose any modification of our present retirement system un- 
less such plan guarantees that the resulting benefits shall be no less than our 
present system guarantees. 
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2. We also insist that a strong referendum provision—preferably a favorable 
vote of two-thirds of the eligible members—be incorporated in any changes in the 
social-security program. 

We urge the members of the Ways and Means Committee to include in H. R. 
7199 appropriate provisions to safeguard existing retirement systems in con- 
formity with the above statement. 

We shall also greatly appreciate your personal interest and help 

Very sincerely yours, 
Heten J. Ewrna, 
President 
IsaBer Epiry, 
Chairman, Legislative Committee. 


TEXAS PUBLIC EMPLOYEES ASSOCIATION, 
Austin, Tezr., April 12, 1954. 
Hon. DANtTEL A. REED, 
Chairman, Committee on Ways and Means, 
United States House of Representatives, 
House Office Building, Washington, D. C 

Dear Mr. Reep: In my capacity as executive director of the Texas Public 
Employees Association, I can report with assurance that this organization favors 
the extension of old-age and survivors insurance, and is in accord with the spirit 
motivating H. R. 7199. 

The Texas Public Employees Association is composed of more than 19,000 
individual members and is engaged in matters pertaining to the general welfare 
of public employees in Texas. 

Unfortunately, as explained in the letter dated March 22, 1954, from your 
committee, sufficient time is not available to allow personal appearances at the 
hearing favoring H. R. 7199. Therefore, I take this means to present some of 
the thinking with regard to extending OASI participation to public employees 
occupying positions already covered by an existing retirement system 

The present law presents many absurdities. For example, employees of a 
political subdivision having no retirement plan may be covered under social 
security and then later be brought under a supplementary retirement system. 
However, section 218 (d) of the Social Security Act bars coverage to all persons 
occupying positions which were covered by a public employee retirement system 
on the date any agreement is entered into covering such positions. Hence, sec- 
tion 218 (d) only penalizes States and political subdivisions which were far- 
sighted enough to provide retirement plans in the past. 

I am sure that the detailed conditions included in the amendment under 
which a referendum of the public employees in each retirement system must 
be conducted are intended to be safeguards against the unstudied abandonment 
of existing retirement systems in favor of social-security participation Like 
wise, it is stated to be the policy of the Congress not to impair existing retire 
ment systems if OASI coverage is extended I am in sympathy with these 
intentions, but I am in doubt as to the advisability of the method proposed 


There is thinking that the proposed amendment of section 218 (d) is not 
in keeping with the spirit of the measure designed to encourage more and more 
participation in OASI Actually, it appears that these proposals are restriec- 
tive and discriminatory toward the public employees of States and political 
subdivisions. Besides unnecessary expense to the State is required in the 


proposed supervision of the employee’s referendum 

It would seem that the congressional guaranty not to impair the retirement 
system if simultaneous OASI coverage is obtained is unnecessary since it 
is well established that the public employees have a vested interest in their 
retirement-system funds Nor does it seem to be necessary to require such 
detailed machinery to be set up for the holding of a referendum among em- 
ployees covered by retirement systems; because I know of no State legis- 
lature, or the governing body of a political subdivision, which in actual practice 
would hastily enter into a coverage contract for OASI 
to do so by their employees 

Further, I question the advisability of the congressional policy, as stated 
in the amendment, that the protection afforded employees under retirement 
systems will not be impaired as a result of dual coverage under OASI It 





vithout first being urged 
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is common practice from time to time for retirement systems to undergo 
actuarial study and subsequent revision. Sometimes this revision must be 
downward in terms of benefits in order for the system to remain financially 
sound. Do the amendments then mean that such subsequent modification of 
a retirement system is prohibited after OASI coverage is undertaken? If 
so, I foresee the abandonment of some systems favoring OASI coverage at a 
later date, obviously contrary to the spirit of the intent. 

Not the least of the objection to the restrictions is the imposition of the 
90-day waiting period following notice before holding the secret ballot This 
delay is imposed at an irrevocable loss to individual State employees in Texas. 
Because of constitutional objections retroactive participation cannot be con- 
tracted for State employees, therefore such waiting periods and subsequent 
delays while administrative and legal machinery is set in operation will cause 
loss of quarters of coverage to Texas State employees who already are in 
their fourth year of lost coverage. 

If any fears exist as to any tendency toward abandonment of existing retires 
ment systems for public employees in favor of OASI coverage, it should be noted 
that there is a constantly increasing tendency for employees in private business 
and industry to be covered both by social security and a supplementary private 
plan. Here it is significant to note that when the original Social Security Act 
was passed, the Senate adopted a similar prohibition applicable to those covered 
by existing private retirement plans, but this provision was eliminated before 
final passage by the conference committee. Experience has demonstrated that 
the fears expressed then were unfounded since today the number of employees in 
business and industry covered by supplementary retirement plans are manyfold 
what the number was in 1935. I certainly agree with the spirit of the amend 
ments that these employees should have an opportunity to be covered under 
social security. In Texas our State employees have a good retirement system. 
Likewise, a number of our counties and some 125 cities provide employee retire- 
ment programs. It is illogical that these public employees should be discrimi- 
nated against simply because the legislature had the vision and foresight to set 
up retirement plans. 

While I am in agreement with making OASI coverage available to State em 
ployees under the voluntary plan, I think it is unnecessary for section 218 (d) 
which requires only 5 printed lines to exclude coverage, to require more than 6 
printed pages of conditions and restrictions in order to be amended. Certainly 
do I agree that a referendum be held among the employees subject to existing 
retirement systems, but the manner and method of such voting should be left 
to the discretion of each State. 

I feel that all restrictions and exclusions should be omitted with reference to 
State employees and that States should be free to decide what classes of positions 
they want covered, to set the effective date without regard to imposed secret 
ballot or other restrictions upon the State’s right of self-determination. 

I sincerely regret that I cannot appear personally at the hearing for H. R. 7199. 
Please know that I will be happy to furnish any additional information if desired. 

Very truly yours, 
W. P. WAtTtTs, Executive Director. 





Tue Iowa ASSOCIATION OF FORMER EDUCATORS, 
Des Moines, Iowa, May 14, 1954. 
Hon. DANter A. REED, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


Dear Mr. Reed: In response to our letters to our Iowa Representative, Paul 
Cunningham, regarding the blanketing into Federal Social Security of all Iowa 
publie school teachers who retired before July 1953, we understand that the 
Reed Federal social security bill, No. H. R. 7199, is considering our group 
favorably in its expansion program. 

Because we are afraid that some of our Iowa retired teachers might be left out, 
we want to explain Iowa’s peculiar situation regarding retired teachers. 

1. All public employees who retire after July 1953 were recently covered by 
Federal social security and also by the new Iowa supplemental prior-service 
credit benefit. 
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2. All public employees who retired before July 1953 but after June 1947 
receive benefits by vested rights under the old Iowa old-age and survivors insur- 
ance (IOASI) which was dissolved in July 19538. This group has no coverage 
in Federal social security. 

3. A small group who retired before 1947 and had at least 50 years of expe 
rience in Iowa receive benetits of $25 by vested rights under the old IOASI 
which was dissolved in July 1953. This group has no coverage in Federal social 
security. 

4. A small group who retired before 1947, and had at least 30 years of 
experience in Iowa, receive benefits of from $25 to $37 by an act of the 1953 Iowa 
Legislature. This group has no coverage in Federal social security. 

5. A group who were not enabled to qualify for the old IOASI, but retired 
between June 1947 and July 1953, may or may not be receiving local pensions (only 





six of Iowa’s larger cities had such pension systems ) This group has no coverage 
in Federal social security. 

6. All public employees who retired before 1947, who were not on local pet 
receive no benefits whatever from any source. This group has no coverage 
Federal social security. 

The last five groups receive no social-security benefits. Their sit n is 
most unsatisfactory. They have no opportunity to increase their low 
if they are fortunate enough to have any Since they are well beyond 65 yea1 


of age, few of them are physically able to work for regular wages Thus, the 
only salvation, if the new administration is to enable them to cope with the st 
prevailing inflationary conditions, is to be blanketed into Federal social seem 

Of course, these retired public employees would expect to pay whatever is j 
and fitting for their age group. 

We are confident that our cause is in good hands, knowing that you are a mat 
of integrity and courage, and of long experience in the Congress of the United 
States. We heartily support the recommendation by the administration fe 
universal social-security coverage, but we are convinced that before it is too late 
coverage should be extended to those now retired, as weli as to those who wil 
retire in the future. 

We shall continue to watch the progress of this bill, and trust that more 
publicity will be given in the near future than has been given thus far 

Will you please put us on your mailing list and send us a copy of your bill as 
soon as it is published, and any other literature pertaining to the subject? 

Cordially and sincerely, 





(Miss) Hattre G. Leecu 


MILFORD, MIcH 
Hon. GrorGe DONDERO, 
1414 House Office, Washington, D. C. 

DEAR Sir: Enclosed herewith a petition from the employees of the Oakland 
County voad commission which we are submitting to you for consideration. The 
employees of the road commission are very interested in being able to get the 
social-security program coverage. 

At the present time we do have a pension plan. This plan in no way offers the 
benefits that we could obtain if we had the social-security program. I have 
listed below some of the reasons why we are not satisfied with our present 
plan. 

1. No employee under 30 years of age can become eligible 

2. Before an employee can become eligible to enter the plan he has to work 
here 3 years. 

3. A person that is 51 years and 6 months old and hires in cannot enter the 
plan. This cffers no protection for the older men that are hired 

4. In order to obtain the insurance that goes with this plan an employee 
must pass a physical examination. 

5. The most important thing is that the amount of money an employee would 
receive per month under our present plan is so small that over 90 percent of our 
employees could never retire. 

A check has been made with the other municipal employees in this vicinity 
and they all feel as we do. We have never been able to understand why we 
were never considered eligible for this social-security program. The employees 
of the Oakland County road commission will appreciate anything you may be 
able to do to pass the necessary legislation making it possible to give us this 
fine social-security program. 

Very truly yours, 
Howarp F. PRatt 


45622—54 26 
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CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., May 23, 1954. 
Hon. DANIEL REEp, 
House of Representatives, 
Washington, D. C. 

DeaR CHAIRMAN Reep: I acknowledge with thanks your letter of March 19, 
in which further explanation was offered on your bill, H. R. 7199, and particu- 
larly section 218 (D) of that bill. 

I have been in receipt of letters from many constituents concerning this 
legislation, and the majority of them recommended three amendments to your bill. 
Because I feel that such amendments would act as increased safeguards to 
private and State retirement systems, I am in favor of them. They are as 
follows: 

(1) Members of State and local systems should be adequately and fully in- 
formed of what they are voting on in any referendum. 

(2) There should he a favorable. vote of two-thirds of the eligible voters 
instead of two-thirds of those voting. 

(3) The question of definition of coverage group involved in any such proposed 
referendum should be left to the State legislatures. 

In considering this bill it would be very much appreciated if you and the 
committee would give equal consideration to such amendments. 

Sincerely yours, 
ALBERT W. CRETELLA, 
Member of Congress. 


THE Cost oF Survivor BENEFITS PROVIDED BY THE STATE TEACHERS RETIREMENT 
SYSTEM OF OHIO 


The State Teachers Retirement System of Ohio was established in 1920 and is 
now in its 34th year of successful operation. It is an actuarially sound reserve 
system with assets in excess of $240 million. Approximately 42 percent of the 
assets of the system are invested in United States Treasury bonds; 38 percent is 
invested in AA and AAA corporate bonds; and the balance, or 20 percent, is 
invested in Ohio municipal bonds. More than 8,000 former Ohio teachers and 
their survivors are now receiving monthly benefits. Current, 56,000 members 
including public-school teachers and faculty members of State universities con 
tribute 6 percent of their total earnings to their savings accounts in the system. 
In addition, there are approximately 10,000 former members who have left their 
accounts to accumulate with interest, of whom 3,000 may qualify for future bene- 
fits at age 60 without any additional Ohio service. 

Survivor benefits comparable to those available under the Federal old-age 
and survivors insurance provisions of the Social Security Act were provided in 
1951 for the survivors of Ohio teachers. Approximately one-third of Ohio's 
teachers are men, and probably one-half of them are also currently covered by 
old-age and survivors insurance because of private employment during the sum 
mer months. Such employment during the second and third quarters of the 
calendar year, or during the months of June, July, and August give them 
the status of currently covered employees. Consequently, they have limited sur 
vivor coverage under OASI. Those Ohio teachers without such private employ 
ment did not have this coverage for survivors prior to 1951. 

About two-thirds of Ohio’s teachers are women, and about one-half of them 
are married. It was recognized that only a very limited number of children and 
aged parents of women teachers might qualify as dependents for survivor bene 
fits. Since very few survivors of women could possibly qualify for survivor bene 
fits under OASI, it was recognized that such benefits would be of value primarily 
to married men but of very limited value to about 36,000 women teachers. 

The Ohio General Assembly amended the retirement law effective June 14, 
1951, to provide monthly survivor benefits according to the foHowing schedule: 


Widow, or dependent widower receiving at least % of his support from his 
wife, with children under 18, and ceasing when the youngest child 
ei nialet oust bl bictitien sdetails tbediets tn aaa bMedada biieea $100 


reaches 18_ 
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1 child only under 18 years of age 


. 50 
or 
2 or more children under 18 years of age ao 100 
or 
Dependent widow or widower at age 50 if the member at death had credit 
for at least 15 years of Ohio service 50 
or 
ee ee 5O 
or 
Each dependent parent, at age 65 7 aie 50 


Although the widow's benefit may not be as large as provided under the OASI 
schedule, there are no limitations upon her future employment. She may even 
be employed as a teacher in Ohio and continue to receive the widow’s benefit 
of $100 per month in addition to her salary 
ment. 

The surviving spouse, either wife or husband, may receive a benefit at 65 wit] 
out regard to dependency. For example, the husband of a teacher who dies, 
although only 45 years of age, may benefit from his wife’s coverage at age 65 
without having been her dependent. He, too, may receive the benefit without any 
restriction as to future earnings. If at death the member had 15 or more years of 
coverage, a dependent widow or widower May receive the survivor benefits at 
5O, or 15 years before attaining age 65 

The cost of these benefits is paid from two sources. First, the survivor 
beneficiary must forfeit the amount of the member's accumulated account to 
qualify for the benefit. The balance of the liability 
boards of education and other employers 
experience after more than 24% years 


2h 


as a teacher, or from other employ 


uge 


becomes an obligation of 
under the Retirement Act. Our 
indicates that the public cost of cor 
pletely funding these benefits is approximately two-tenths of 1 
State payroll for members, or about $450,000 annually. This is a cost of only 
about $8 annually per teacher employed in Ohio. ‘The social security tax would 
cost Ohio employers about $4 million annually, or about $70 per teacher 

Our experience during this limited period verifies our original conclusion that 
survivor benefit provisions are primarily of value to married men and of very 
limited value to women. During the period of our limited experience, survivor 
benefits have been granted to approximately 100 persons. Only 18 percent, or 
only about 1 out of 5 is the survivor of a woman. Four out of five, or 82 
percent, are survivors of men. 

Since the survivor benefit provisions were enacted there bave been approxi 
mately 400 deaths among Ohio's active teachers. About 60 percent were women 
and about 40 percent men. Of the 133 men with 
credit at the time of death, 111 were survived by wives qualified for either 
present or future survivor benefits. In other words, about 88 percent of the 
men were survived by wives who could qualify for benefits. Of the 214 women 
who died after 5 or more years of service credit, only 3 parents, 1 child, 4 sisters, 
and 1 unrelated housekeeper qualified for benefits becauss 
other words, these 214 women were survived by only 9 dependents who could 
qualify for benefits. Only about 4 percent of all survivors of women teachers 
were eligible for survivor benefits because of dependency, whereas about 83 
percent of the survivors of men were qualified for 
Under the OASI tax sthedule Ohio’s women teachers would now be paying 2 
percent of their salaries to $3,600, or an average of about $70 annually, in social 
security taxes. To the extent that this tax represents the cost of liability for 
survivor benefits, approximately two-thirds of Ohio’s teachers would be making 
the payment largely to pay the cost of 3 
married men. 
such coverage. 

In considering the extension of OASI coverage to public employees, the un 
usual characteristics of the teacher group as compared with the typical group 
of workers should be recognized. This group composed largely of women 
should not be expected to pay the social security tax to provide benefits so 
limited as to be of little value to the great majority. Our Ohio plan which 


percent of the 


5 or more years of service 


of dependency. In 


benefits as dependents 


such coverage for the survivors of 
Their own survivors would receive practically no benefits from 
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requires only the survivor who benefits to pay a part of the cost of the benefit 
by forfeiting the account of the member is much fairer to the typical teacher 
than any plan requiring all to be taxed for benefits for which most survivors 
could not qualify 

It is estimated that 75 percent of Ohio’s women teachers leave the profession, 
because of marriage or home duties, before they complete 10 years of service 
Very few again enter any type of employment outside their own homes. Con 
sequently their payment of the social security tax would, for the most part, pay 
for benefits to others and would not provide them with any benefit at age 65 


RESOLUTION OF MASSACHUSET?rs ASSOCIATION OF CONTRIBUTORY RETIREMENT 
BOARDS 


Whereas the matter of extension of Federal social security to public em- 
ployees in positions covered under existing retirement systems, State and local, 
through the amendment of section 218 (d) of the 1950 Social Security Act, has 
been proposed and may be considered by the Congress of the United States in 
1953: Be it 

Resolved, That any amendments should provide in detail the conditions under 
which any such extension to presently covered employees shall be permitted ; and 

That such extension should be limited to those retirement systems in which 
at least two-thirds of the active members accept a plan for coordinating their 
retirement system with the Federal social-security program; and 

That in case of such extension or coordination, the members shall be assured 
that the benefits of such combined plan are equal to or better than those of the 
existing retirement system; and 

That both active and retired members of such existing retirement systems 
shall be guaranteed, by the Commonwealth, their vested rights and equities in 
the retirement system without diminution or impairment; and it be further 

Resolved, That the officers and committees of the Massachusetts Association 
of Contributory Retirement Boards be instructed to use their best efforts in 
effecting such safeguards in the event that the proposed amendments are con 
sidered in Congress, and that a copy of this resolution be transmitted to the 
members of the Massachusetts delegation, the House Ways and Means Commit- 
tee, and the Senate Finance Committee, in the 88d Congress of the United States 
of America and that their active support of the principles stated herein be re- 
spectfully requested. 


The CHatrrmMan. Now we will adjourn until 2 o’clock subject to con- 
ditions that I stated a few minutes ago. 

(Whereupon, at 11 a. m., the committee was recessed, to reconvene 
at 2 p.m. the same day.) 


AFTERNOON SESSION 


The Cuatrman. The committee will come to order. 

We are in a rather serious predicament as far as trying to hold hear- 
ings and also attend the floor session. We just had a call to be on the 
floor on account of votes on an amendment set for about 2:15. I am 
going to take it upon myself to continue these hearings, with the un- 
derstanding that you can submit any part of your statements that you 
do not have time to complete. SoIam going to call Mr. John A. Wood 
III, secretary of the National Council on Teacher Retirement, the Na- 
tional Education Association. 


STATEMENT OF JOHN A. WOOD III, SECRETARY, NATIONAL COUN- 
CIL ON TEACHER RETIREMENT, THE NATIONAL EDUCATION 
ASSOCIATION 


Mr. Woop. Mr. Chairman, I am John A. Wood ITI, secretary of the 
National Council on Teacher Retirement. I have a carefully prepared 
statement that it would take 10 or 15 minutes to read. With your per- 
mission I would like to read that for the record. 
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I would also like your permission, if I may, to comment briefly on a 
few questions that were asked witnesses who testified this morning. 

The CHatrmMan. We are delighted to have you here and we will be 
glad to comply with your wishes, sir. 

Mr. Woop. Although secretary of the New Jersey State Teacher Re- 
tirement System, I am not here officially representing the State of New 
Jersey. 

The National Council on Teacher Retirement of the NEA is an or- 
ganization composed of State and local retirement systems to which 
public- school teachers belong through representation by the officers 
of the member systems. The council membership includes 48 State and 
local retirement systems. Its constitutional purpose is to safeguard 
and strengthen retirement systems and to disseminate information on 
current trends and proposed legislation. In the practical application 
of these objectives the council has always considered the welfare of the 
teachers who belong to its member retirement systems. In this connec- 
tion I have been asked by the executive committee of the council to 
present its views that social-security coverage is of doubtful value for 
many teachers and, if made available without safeguards, may actually 
harm existing State and local retirement systems 

In 1952 during congressional deliberation on H. R. 7800 the council 
objected to provisions relating to coverage of members of State and 
local retirement systems, even though such coverage would have been 
possible after a referendum among the membership thereof. The ob- 
jection was that the referendum plan did not provide members of 
State and local retirement systems sufficient protection against propa- 
ganda and pressures for coverage. When H. R. 7800 was in confer- 
ence, the council, together with other public-employee groups, prom- 
ised the conference that national representatives of public employees 
would work out a proposal permitting extension of social security 
under conditions which would safeguard their retirement rights. 
Language deemed adequate by various public-employee organiz: ations, 
including the council, was prepared during the fall and winter of 1952 
but most Congressmen and Federal administrators interviewed con- 
sidered our proposals to be an invasion of States rights. When H. R. 
6812 was introduced it did not include any of the features recom- 
mended by public employees. 

The council has regretted that each time coverage of public-school 
teachers comes before this committee it has been necessary to raise ob- 
jections. During the period since OASI became available to public 
employees under certain circumstances, by enactment of H. R. 6000, 
seven States have adopted such coverage, in most instances with some 
advantages for the members of the preexisting retirement systems. 

May I add there that in reply to an inquiry from Mr. Byrnes this 
morning, one State, South Dakota, has repealed an existing retirament 
system, substituted social security and enacted no supplemental staff 
yvension fund. Seven States—and their names are Utah, Virginia, 
Mistiistpe’, Delaware, Iowa, Wyoming, and Oregon—have repealed 
their existing staff pension funds, embraced social security, and re- 
enacted supplement: al retirement systems with reduced benefits. 

The research division of the National Education Association has 
made a study called Coordination of Retirement Benefits and Social 
Security, and the assistant director of that research division, Dr. 
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Revlon, has promised that she will make a copy of that study available 
to each member of the committee. That is in quite direct reply to the 
inquiry of Mr. Byrnes this morning. ; 

Therefore, the council feels that its position before the committee 
today should be modified so as to recognize that teachers, where re- 
tirement systems are paying low benefits and are inadequately 
financed, should have the opportunity to obtain social-security cov- 
erage, if they want it. However, we feel equally strongly that teach- 
ers, protected by strong retirement systems and where social-security 
coverage would offer no advantages, should be protected against pre 
cipitous action. 'To accomplish this purpose, the council worked with 
other public-employee organizations to outline amendments fo 
strengthening certain unacceptable provisions of H. R. 6812. 

When the new social-security bill, H. R. 7199, was introduced it 
contained some of the recommendations of the council; it does not 
contain other provisions that the council considers essential. The 
council at this time wishes to urge the committee to amend H. R. 7199, 
or any substitute bill that is reported for passage by the committee, 
so that the public-school teachers are protected in their teacher re 
tirement systems, until such time as they are willing to accept a 
clearly better plan. 

Mr. Raymond J. Heath, chairman of the Joint Committee of Public 
Employees Organizations, is also legislative chairman of the National 
Council on Teacher Retirement. The council concurs with every word 
of his statement presented this morning. We also urge the committee 
to retain at least the provisions now in H. R. 7199 as related to public 
employees and in addition to include certain other features. 

The council wishes to testify orally on two points which it considers 
most important for public-school teachers. The officers of retirement 
systems inform us that a majority of the members of teacher retire 
ment systems do not wish social-security coverage. The minority of 
the members in several States have heard that in most of the States 
where coordinated systems have been adopted some new advantages 
have been made available through social security. The situation, there- 
fore, is one where many teachers can be misled by vague publicity con 
cerning the advantages of coordinating retirement benefits with social 
security. Therefore, we urge that the committee prevent any possi- 
bility that the rights of all members of any system be swept away 
by the vote of a minority group. A two-thirds vote of those voting is 
not an adequate safeguard to assure a fair and equitable decision. 
Teachers’ objections would not be overcome if a unanimous vote of 
those voting were required, since a relatively small percent of the full 
membership might vote. There must be a requirement as to the mini- 
mum proportion voting on any plan for coordination of a retirement 
system with social security. 

" Public-school teachers believe that the benefits of a retirement sys- 
tem should not be changed without the approval of a large majority of 
the total membership. The only way they see to accomplish this result 
is to require a favorable vote of a substantial proportion of the full 
membership. Eligible voters who want the status quo to continue 
are the ones less likely to vote. Their absence from the election should 
not be interpreted as a vote for change. We believe that where any 
proper plan is presented to the employees and where coordination 1s 
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desirable, there will be an overwhelming vote in favor of the proposal. 
Thus, the objective of the administration for universal coverage could 
be encouraged best by alleviating distrust and suspic -_ by requiring 
that any pli in to be voted upon shall be placed before the voters and 
accepted in accordance with the affirmative vote of a i signated pro 
portion of the full membership. 

You will note that I have referred to the desirability of placing 
before the voters the plan upon which retirement benefits are to be 
coordinated with social security so that they may vote intelligently. 
This is the second point on which I wish to testify. 

Public-school teachers ask: (@) that State or local officials be re 
quired to give notice through a comprehensive statement “of the pro 
posed plan o eens econ and of its effect upon the State or local r« 
tirement system, and (4) that the ballot—which may then be a simple 
question—identify the abe of coordination announced in the pre 
viously given notice. It is possible that the prospects of obtaining 
social- ‘security coverage would be better if any proposed plan is an- 
nounced in advance of the referendum. Without such preliminary 
information, the ensuing uncertainty among public employees might 
result in a negative vote because the issue was not properly explained 
and fully disclosed. 

We originally asked the administration and several Congressmen to 
endorse a proposition that several types of approved patterns of re tire 
ment-social-security coordination be included in the Federal law with 
penalties on any State or municipality which did not carry through the 
lan agreed upon at the time of the referendum. Possibly - request 
hi as become so fixed in the minds of m: ny that they do not distinguish 
it from our current request. Our new proposal i is that public employees 
should have an opportunity to consider in advance the effect of OASI 
coverage on their retirement benefits so that they can vote intelligently. 
It does nomore. It does not provide any penalties; it does not intimate 
that the Federal Government can require the State to carry out the 
proposed plan of coordination. These matters shall be left to State 
legislation. Our proposal merely requires that the voters know what 
they are voting on. 

A ballot that merely asks the question “Do you (or do you not) 
wish social-security coverage?” could be interpreted by teachers as 
meaning the addition of social security to their present retirement 
benefits. We do not believe that taxpayers will be willing to support 
both a fully developed State or local retirement system and the em- 
ployers’ share of the cost of social security. In most instances a co- 
ordinated plan means adjustment of the retirement law so as to ac- 
commodate social-security coverage. Unless teachers have full know]l- 
edge of this eventuality and additional information on ultimate ben- 
efits, the result in most States probably would be a preponderance of 
negative votes. In order to achieve OASI coverage of public-school 
teachers, in those places where they want it, the Congress should 
require a State or local subdivision to notify members of teacher- 
retirement systems how, in general, it is proposed to modify the re- 
tirement system in the event social-security coverage is obtained. 

A statement of purposes and plan is no more than the requirements 
commonly found in State constitutional and statutory provisions re- 
garding referendums on other types of public issues. It is general 
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practice to educate voters with regard to critical matters placed on a 
ballot, even when this education is part of a political campaign. 
State and local consideration of OASI coverage and its effects on 
existing retirement systems is a critical matter; it should be kept out 
of partisan politics. Whether or not information on the proposed 
plan for social-security coverage to be voted wpon in the referendum 
is to be included in the notice or the ballot, or both, or neither, should 
not be left to the exigencies of politics. Teachers ask that they not 
be required to vote on an unknown quantity. Therefore, we ask that 
the notice, preliminary to holding the referendum, include the neces- 
sary information for intelligent voting, that inclusion of this infor- 
mation in the notice be made a requirement in H. R. 7199, or at least 
a part of the statement of policy. 

The council no longer asks Congress to impose restrictions on State 
governments so that public-school teachers may be assured that their 
old-age benefits will not be impaired by extension of social security. 
The statement of policy on this point, now in H. R. 7199, is acceptable. 
The council, however, urges this committee to retain this statement 
of policy in language at least as strong as its present form. 

I conclude my statement with a quotation of the resolution adopted 
by the National Council on Teacher Retirement at its annual meeting 
in Atlantic City, on February 16, 1954. 

That completes my statement. Attached to it are copies of three 
resolutions. The first is the resolutions adopted by the National 
Council on Teacher Retirement for whom I am testifying at a conven- 
tion in February 1954; and also, not mentioned in the testimony, are 
a resolution adopted by the National Education Association Repre- 
sent: ive Assembly in July 1953, and a resolution adopted by the 
American Association of School Administrators, which is the largest 
department of the NEA, at their convention in February 1954. 

The CuarrmMan. You may include those statements and resolutions 
as part of the record. 

Mr. Woop. I would like to if I may. 

The CratrMan. If there is no objection, they may be placed in the 
record. 

(The resolutions referred to follow:) 


I, NATIONAL COUNCIL ON TEACHER RETIREMENT RESOLUTION ON SOCIAL SpecurIry, 
ADOPTED FEBRUARY 16, 1954 


SOCIAL SECURITY 


(1) Whereas the council recognizes that section 218 (d) of the Social Security 
Act, excluding from Federal old-age and survivors’ insurance public employees 
in positions covered by a State or local retirement or pension system, has not 
prevented the repeal of retirement laws in several States; 

Whereas the council further recognizes that social security is not designed 
to serve the purposes of a teachers’ retirement program and also that current 
proposals to amend section 218 (d), if enacted by Congress, would not adequately 
protect retirement rights of members of existing systems: 

The council therefore resolves that the legislative committee of the council 
expend every possible effort to have any Federal legislation considered by Con- 
gress with the intent of making OASI available to public employees include at 
least the following five points as minimum safeguards for existing State and local 
retirement systems: 

1. Assurance that the members of State and local retirement systems shall 
know what they are voting on in the referendum. 

2. Favorable vote of two-thirds of the eligible members, instead of two-thirds 
of those voting. 
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?. Addition of a date to make the exclusion provisions more effective. 

#4. Certain editorial changes so as to leave 
group to State legislatures. 

5. Inclusion of a statement of policy that it is the intent of Congress in per- 
mitting the coverage of members of State and local retirement systems by social 
security that the retirement rights of these individuals be not impaired or reduced 
thereby. 

(2) Whereas the legislative committee of the National Council on Teacher 
Retirement has conferred with Members of Congress and the administratior 
the Federal Government with respect to the essential features of any 
to section 218 (d) of the Social Security Act: and 

Whereas the legislative committee is of the opinion that H. R. 7199 
probably be enacted during this session of Congress: Be it 

Resolved, (1) That the national council expresses appreciation to the Depart 
ment of Health, Education, and Welfare for acceptance in H. R. 7199 of the 
statement of policy and the cutoff date. (2) That the national council instruct 
the legislative committee to continue its efforts for the further improvement of 
H. R. 7199 prior to its enactment as law. (3) That this council urge retirement- 
system administrators, State education associations, and other interested groups 
when considering various types of coordinated benefits, to study and adhere, 
insofar as possible, to the principles defined in the report compiled by the research 
division of the NEA, issued in December 1953. 


the question of definition of coverage 


1 of 


amendments 


Ww 


NATIONAL EDUCATION ASSOCIATION, REPRESENTATIVI 


RESOLUTION 23 


Teacher Retirement and Social Security: The National Education Associatior 
believes that properly planned and adequately financed State and local retire 
ment systems serve best the requirements of the teaching profession 

If these systems are to be supplemented by Federal social-security provisions 
the enacted Federal legislation and State laws should give unconditional as 
surance that the total retirement benefits will not be reduced below those now 
guaranteed by present law. Such supplementary legislation should be approved 
in advance by referendum by at least two-thirds of the active members of the 
existing State or local retirement system. 


RESOLUTION No. 11 From RESOLUTIONS AND PLATFORM OF AMERICAN ASSO 
Or SCHOOL ADMINISTRATORS, RESOLUTIONS COMMITTEE, FEBRUARY 17, 1954 


Retirement protection: The American Association of School Administrators 
believes that State and local retirement systems, when properly planned and ade 
quately financed, are essential to the effectiveness of the teaching profession. 
If these systems are to be supplemented by Federal social-security provisions, 
the enacted Federal legislation and State laws should give unconditional assur 
ance that the total retirement benefits will not be reduced below those guaran- 
teed by present law. Such supplementary legislation should have the approval 
by referendum, in advance, of at least two-thirds of the active members of the 
existing State or local retirement system. 

Retirement reciprocity: We recommend that there be continued study to the 
end that reciprocity among teacher retirement systems be achieved. 

Mr. Woop. If I may have one moment on a couple of questions that 
were asked this morning ? 

The CuHatrmMan. Very well. 

Mr. Woop. Mr. Mason and Mr. Mills both inquired of Mr. Ashman 
whether his proposal for a statement of policy was not an invasion of 
States rights or did not imply either fear or lack of faith in the 
State or local government fulfilling the promises of the existing sys- 
tems. Rather than be in the position of implying lack of faith or of 
fear in the promises being accomplished it seems to me that it is quite 
posssible that revenues would fail and that the benefits promised would 
be impossible of fulfillment. 

The Cuarrman. Pardon me, Mr. Wood, you may formulate what 
you wish and make it a part of the record. 
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Mr. Woop. May I do that? 

The CHarrMan. Yes. 

Mr. Woop. Thank you very much, sir. 

The CHarmrMan. We are very happy to have had you with us. 

The next witness is Mr. Carl C. Bare, chairman of the national 
legislative committee of the Fraternal Order of Police. 

Mr. Bare, we are pleased to have you. You may proceed. 


STATEMENT OF CARL C. BARE, CHAIRMAN, NATIONAL LEGISLA- 
TIVE COMMITTEE, THE FRATERNAL ORDER OF POLICE 


Mr. Bare. Mr. Chairman, my name is Carl] C. Bare. I am a depu- 
ty inspector of police in the city of Cleveland, Ohio, and national legis- 
lative chairman of the Fraternal Order of Police. This is a national 
organization representing more than 36,000 active policemen in the 
United States. We also represent an undetermined number of retired 
policemen and dependents of retired and active policemen. 

Our organization represents a true cross-section of policemen 
throughout the country. We have members in the smallest police 
departments of 1 or 2 men. We also have members in the largest 
metropolitan centers, such as Indianapolis, Ind., Cleveland, Ohio, and 
Philadelphia, Pa.. We represent members of the border patrol who 
are doing duty on the Mexican and Canadian borders, and members of 
the harbor polic e on the east coast. 

Our organization is a member of the National Conference on Public 
Employee Retirement Systems. 

Most policemen are members of police retirement systems estab- 
lishe ' by State or local legislative bodies. These systems are adminis- 
tere. by local boards consisting of representatives of the policemen 
and of the public, most of whom serve without compensation. There- 
fore, the administrative costs of these retirement systems are kept at 
an absolute minimum. 

In Ohio, my home State, the pension system is established by State 
law and is administered by boards in the local political subdivisions. 
These are composed of 2 members of the police department, 2 members 
of the local city council, and 2 members of the public at large, who are 
appointed, 1 by the police members and 1 by the council members. 
They serve without compensation. 

The problems of police retirement systems are vastly different from 
those of most retirement systems. Members of the police profession 
must be men who are physically able to cope with any situation which 
might arise. It is obviously necessary to provide early retirement 
benefits for these men. If we did not we would soon find our police 
departments composed of persons who had passed their physical peak 
and who were unable to cope with present conditions. Statistics show 
that most offenses are committed by a persons, and policemen 
of advanced years would certainly be no physical match for those 
offenders. 

A good example of that, I believe, is that if we were personally 
attacked by a criminal we would certainly much rather have a young, 
aggressive active policeman come to our defense than one who has 
passed the prime of life, who could not possibly be of much more aid 
to us than we would be to ourselves. 
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As a practical police problem, we realize that the best policeman 
is aman who possibly has from 10 to 20 years service in the department. 
It takes him several years to learn the things that are required and to 
gain the necessary exper ience to be a good, efficient police eman. If he 
1s a patrolman out on active duty, possibly after he has been in the 
service around 20 years and has passed middle age, he has begun to 
lose his efficiency. If we were unable to retire this man and replace him 
with a younger man it would be disastrous to law enforcement. 

Local authorities recognize this fact and have made retirement 
provisions for policemen accordingly. In the State of Ohio we have a 
25-year service requirement. Entrance age is limited to 31 years, 
making every policeman who enters the service in Ohio eligible for 
retirement at the age of 55 years. 

We have no compulsory retirement age. It is dependent upon the 
policeman’s ability to go on and perform his duties in a satisfactory 
manner. This has been true for many, many years. Some existing 
police re etirement systems were established before the beginning of the 
20th century. Under a plan as broad in its coverage as social security 
it would be impossible to provide these benefits which are so necessary 
for the proper protection of our citizens. 

To maintain an efficient police department it is necessary to obtain 
new members who are of the proper type. Ample retirement benefits 
attract the person who is looking for security for himself and his 
family. This dependable type of person makes the vest possible police- 
man. If this man was able to leave the police department and 
continue the same retirement benefits in other employment, this in 
ducement to remain in the service would be lost. This would result 
in many men leaving our police departments as soon as more lucrative 
positions were offered. We would then be faced with the problem of 
securing and training new men for replacements and then lose them 
when they had reached their best years. 

Our present pension systems have been one of our greatest induce 
ments for a man to remain in the police profession. If we merged 
into one large social-security program as proposed by some persons, 
this inducement would be gone and our personnel turnover would 
be greatly increased. This would certainly not be for the best interest 
of the community. 

By maintaining local control of our pension systems, changes cai 
be made to meet loc ‘al changing conditions and t: ake care of the sacl 
lems that arise to fit that particular community. This would not be 
true under a broad plan controlled in Washington. 

Most police administrators have recognized the fact that adequate 
protection for the families of men who are killed or incapacitated 
in the performance of their duties is a great morale builder. A man 
who knows that his loved ones will be properly provided for in case 
of such an occurrence will certainly face danger with a more aggres- 
sive attitude than one who has no such assurances. 

Most of these tragedies occur while the policeman is still young 
and has young children. Adequate provisions have been made by 
most, of our retirement systems not only to provide the bare necessi- 
ties of life for our dependents in such cases, but to provide an incame 
that will insure at least a comfortable existence. In most cases a police 
man who is incapacitated permanently in the line of duty is retired 
at full pension. In a great number of our pension systems special 
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benefits are provided for the minor children and the widows of po- 
licemen who are killed in the line of duty. Provisions are made to 
take care of our particularly hazardous type of work. ‘To include 
our group in social security and remove this feeling of security for 
our members would certainly result in less efficient service. 

The local governments are continually attempting to shift the 
financial burdens to the National Government. There would un 
doubtedly be an attempt to do this with our pension problems. If 
this was possible, we would be constantly faced with the danger of 
having our pension systems taken away from us and the security that 
we have paid for and worked for over a number of years would be 
lost. This would require constant efforts on our part to convince our 
local councils and local legislatures that they should maintain our 
present pension systems. Practical men know that a satisfied em 
ployee is the one who will give you the most efficient service. There 
is no place where this is more true than in a police department where 
we have no definite measure of a man’s production. He is out on his 
own during his entire tour of duty and has a limited amount of 
supervision. If he knows that his position is secure and he is satisfied 
with his position and has the assurance that he is not going to have 
to continually fight to maintain that security, he is certainly going to 
give the taxpayers a better day’s work for the salary that he receives 

Most policemen accept their positions with the understanding that 
they would be able to retire under the benefits of their local retirement 
systems. It has been repeatedly pointed out to them that this, in part, 
makes up for the in: vdequi ite compensation which they received during 
their active years. To change the system now and take these benefits 
away from them would certainly be a breach of trust. 

We have no desire to deny the benefits of social security to those 
persons who are not protected by a retirement system. However, we 
do not feel that it would be to the advantage of our members, or to the 
public at l»rge to have policemen covered by social security. We, 
therefore, ask that you exclude policemen who are presently members 
of a local retirement system. 

Since the passage of the present law which permits inclusion of 
public employees who are not members of a public employee retire- 
ment system in social security we have found that a number of munici- 
palities have abolished their local retirement systems and forced their 
employees to accept social security. We do not feel that this was the 
intent of Congress at the time the present provisions were passed. 
We know that this possibility has been a constant treat to policemen 
in certain communities and has kept them in such an apprehensive state 
of mind that they have been unable to render the kind of service to 
which the citizens are entitled. 

We, therefore, urge the inclusion of a date in the section which 
excludes policemen that would prohibit the abolition of local retire- 
ment systems and the inclusion of the members in social security. If 
policemen who are members of a retirement system on January 1, 1954, 
were excluded I am sure it would result in better police service. We 
urge you to give this matter serious consideration. 

Thank you for permitting me to express the views of the members of 
the Fraternal Order of Police and for your kind attention. 

The Cuamman. Thank you very much for your statement, Mr. 


Bare. 
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I will call Mr. Royce L. Givens, secretary-treasurer of the National 
Conference of Police Associations. 
We are very glad to have you here, Mr. Givens. 


STATEMENT OF ROYCE L. GIVENS, SECRETARY-TREASURER, 
NATIONAL CONFERENCE OF POLICE ASSOCIATIONS 


Mr. Givens. Mr. Chairman and members of the committee, my name 
is Royce L. Givens, secretary-treasurer of the National Conference of 
Police Associations, representing over 100,000 policemen from coast 
to coast. 

I am an active member of the uniform force of the Metropolitan 
Police Department of the District of Columbia. Iam here today rep 
resenting the National Conference of Police Associations now in ses- 
sion in this city, on the above-named subject. The National Confer- 
ence of Police Associations wishes to be agra n favor of - Ss 
7199 because this bill excludes policemen in a position covered by a 
retirement system, with two suggested ame ditin nts 

We desire to offer the following amendments. 

Page 11, lines 20 and 21, after the word “the” in line 20, strike out 

“employees who voted in such referendum” and insert the following: 
“Eligible voters as defined in subpar: igraph (B) of this section.” 

Page 13, line 2, after the word “department”, change the period to a 
comma and add the following, “effective date of this act.” 

The first suggested amendment should be adopted to require : 
favorable vote of two-thirds of all eligible voters in order to prevent a 
small percentage of the total membership from altering the retire- 
ment benefits of all the members. This small proportion might sweep 
away the rights of all the other members of a system. <A two-thirds 
vote of those voting is not an adequate safeguard to assure a fair and 


equitable decision. Therefore, we feel that a two-thirds vote of the 
entire membership should be required. 

The second suggested amendment should be adopted because it 
would prevent bringing policemen under social security through the 
back-door method, such as has been done by some States. ‘Those 


States have repealed their existing retirement law, then requested coy 
erage for their public employees by OASI, later enacting a 
ment law to supplement OASI benefits. 

The hazards in police work necessitates early retirement on dis 
abilities that make them unfit to protect the lives and property of all 
citizens. Few can serve as a policeman past middle age, and there 
are not enough limited duty assignments in the police department 
for those who are no longer able to serve actively on the street 
Therefore, State and local retirement systems for policemen have 
provided for early retirement, for the good of the service. 

Inclusion in the social security would not benefit policemen because 


1 


their benefits would be reduced to a minimum by the many years of 


new retire- 


unemployment in later life. Policemen do not need the survivors’ 
benefits under OASI because their State and local retirement plans 
include more generous benefits than do OASI. Furthermore, police 


men very rarely migrate from one government jurisdiction to another. 
Police pensions are more desirable than social security and induce 
voung men of high caliber to apply for positions in the police depart 








402 SOCIAL SECURITY ACT AMENDMENTS OF 1954 


ment. Without this inducement our recruitment problem, which is 
now probably at the worst in history, would become an even greater 
problem in the future. 

May we further point out that we of the police profession have 
labored many years to build up a reasonable pension program to cover 
personnel engaged in law enforcement so as to assure an adequate 
means of compensating our members for years of faithful service 
and at the same time attract and hold qui alified personnel to the end 
that we can render prompt and acceptable service to the public, which 
we are sworn to protect. We are firm in the conviction that a sound 
pension program is one of the best bases upon which the recruitment 
and morale aspect of our profession is based. 

We realize that there are some departments—usually departments 
with a small number of men—that have no means of protecting their 
present or future men or departments in event of retirement due to 
age or disability. We want to help them and to encourage their 
acquiring a reasonable coverage. However, if they desire OASI 
coverage, this can be accomplished through procedure set up under 
the proposal in subsections (B), (D), and (E), of section (i) of 
H. R. 7199. 

The police service is one that has long been recognized as one that 
is best staffed with relatively young men. The very nature of police 
duty requires the service of one who is physic ally, mentally, and 
psychologically alert. All present police pension programs of any 
recognized merit provide for the retirement of members of the pro 
fession several years in advance of persons engaged in other voca 
tions. The service of a member beyond that which is currently ac- 
cepted as the prime of his active years may result in hidden costs 
to the local or State governments far in excess of any savings in 
monthly OASI cost of pensions. The unfair imposition upon the 
individual member is omitted in the numerical tabulation. 

Another advantage to the present local pension program is the fact 
that conditions of pension are generally related to the economic and 
social standards of the community. The modifications that must be 
made in any such program with the passage of time can be accom- 
plished at the local level, where such modification can be explored by 
both the taxpayer and the recipient with greater satisfaction to all 
concerned. 

Mr. Chairman, with the permission of the committee I would like 
to file as a part of this statement letters I have received from a number 
of local police associations on this subject. 

The Cuarman. Without objection, it is so ordered. 

(The letters referred to follow :) 

Los ANGELES Frre AND Poritce Prorective LEAGUE, 
Los Angeles, Calif., November 9, 1958 
Royce L. GIvVENS, 
Seerctary-Treasurer, National Conference of Police Associations, 
Washington, D. C. 

Dear Royce: We have your recent request for letters from the various depart 
ments throughout the country requesting information regarding our opposition 
to social security. Most of the arguments on this matter are well known and 
timeworn. However, in an effort to be helpful, we would like to resubmit a few 


of those timeworn points. 
The first and most obvious reason is, of course, that because of the nature 
of the work of firemen and policemen, an age of 65 years before social security 
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could be secured by our members is far too old for active participation in either 
of these professions. Seldom is an individual at that age physically capable 
of properly performing his duties. The rigors of the two jobs take their toll 
long before age 65 is reached. Even assuming that in the future that age limit 
may be lowered to 60 years, the same argument would hold very true 

One other point which might be well worth mentioning is the fact that more 
tire and police pension systems are more desirable than social security and 
induces young men of high caliber to apply for positions in these two departments 
Without that inducement, our recruitment problem, which is now probably the 
worst in history, would become an even greater problem in the future 


Also, it is the opinion of many of our members that co ete cove ge of 
citizens by social security is a great step toward total regimentation of the 
peoples of this country and in the background is being sponsored by some of 


those people who would like to see a complete change in the American way of 


life. 

We realize that there are probably firemen and policemen in many small 
towns and villages throughout the country who do not enjoy a pension system 
of their own and would welcome the opportunity to be included under social 
security. However, trying not to seem selfish, it is my firm belief that we should 
not for one instance consider the breaking down of pension systems of larger 
departments throughout the country just to assist those individuals who are 
willing to accept such positions in small towns without the benefit of a pension 
system. If the law were opened to include those individuals, it would in the 
all-too-near future be an all-encompassing law and our system would probably 
go down the drain and include all of us. For the good of the fire and police 
service, which consequently means the welfare of the citizens of this country 
whom we protect from fire and crime, it would eventually suffer disaster beyond 
repair. 

If there is any manner in which we can assist you in this fight, by giving more 
time or effort than we have in the past, please feel free to call on us 

Very truly yours, 
JACK L. HALSTEAD, President 


CHICAGO PATROLMEN’S ASSOCIATION, 
November 10, 1958. 
Royce L. GIvENS, 
Secretary-Treasurer, National Conference of Police Organizations, 
Washington, D. C. 

Dear Royce: Following are the various reasons which, in my opinion, would 
be helpful in presenting to the new administration on social security in behalf 
of our organization : 

For policemen, age 65 years is too far advanced. Studies by personnel and 
employment experts indicate that as public servants, this group reached the 
maximum of usefulness considerably before age 65 years and, therefore, local 
municipalities should provide retirement allowances earlier in life. 

Almost every State carries on its statutes provision for retirement of police, 
according to which they and local government contributes sufficient amounts to 
maintain individual pension funds. 

The Federal Government, through the social-security board, has recognized 
this and consequently has not placed under social security the people protected 
by public retirement systems. 

Salaries received by public employees are lower than salaries received by 
persons in industry and commerce and seldom permits them to accumulate 
enough funds at the termination of their usefulness and, therefore, require 
larger benefits at earlier ages than social security provides. 

Because of the hazardness of these occupations, together with the fact that 
they are required to work alternately days and nights, causes a shorter prob- 
ability of life which should be compensated by earlier retirement ages. 

Many police departments, including Chicago, have a compulsory retirement 
age for men less than 65 years of age, which, if changed, would leave policemen 
without benefits in the interim. 

I believe that our pension can be administered more economically and to better 
advantage by the local municipality or State, due to the particular conditions 
which exist in the State. 

I would also like to state that policemen, because of the hazardous conditions 
under which they work, and the honesty and integrity which is expected of 
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them, were the very first group of persons in the United States to be recog- 
nized by our Government as needing the benefits of a pension. The founders 
of our Nation recognized that policemen’s particular type of work required 
vdditional security for them because of the importance of their occupation rela- 
tive to law enforcement, which is the foundation of our Government. 

Any attempt to change the long-established pension system of policemen 
would have a very detrimental effect upon law-enforcement officers throughout 
the country, which, in turn, would have an effect upon our entire population. 

Yours very truly, 
STEPHEN D. SIMPSON, President. 


Houston PoLice OFrFiIcers’ ASSOCIATION, 
Houston, Tezx., November 8, 1958. 
lioyce L. GIVENS, 
Secretary-Treasurer, National Conference of Police Associations, 
Washington, D. C0. 


Dear Mr. Givens: As you have requested, we are sending you some of our 
“social security” for policemen. There are many excel 
lent reasons for our opposition, but we believe that the following are the most 
lmportant : 

1. Specifically as social security applies to policemen: The policemen of the 
city of Houston at present maintain their own pension plan under State law. 
Chis plan is supported by one-half contributions of policemen and one-half 


ontributions of the city of Houston, plus earnings from projects designed to 


reasons for opposing 


aise money for the pension fund and from investments in bonds. Should 
policemen be placed under social security, it is feared that the city would feel 
that it is relieved of any obligation to contribute to the fund or to allow police 

en to engage in activities to raise funds to supplement the pension fund. Thus 
it would be impossible to maintain the present pension plan and would force 
policemen to rely entirely on either expensive private plans of insurance or to 
ccept the meager benefit payments under the Government social-security pro 
gram Kither of these two latter plans is bad Private insurance rates are 
high for policemen because of their hazardous occupation, and social-security 
benefit payments are not nearly sufficient to sustain a family in case of disability 
or retirement of the officer. 

2. Generally speaking, social security is not a satisfactory answer to anyone's 
insurance problems. First of all, the cost of the program and its administra 
tion is unreasonable and unnecessary, and can only be met through contributions 
from the social-security payments or from outright taxation. A look into 
the budget would prove that the program cannot long sustain itself without con- 
tinned raises in social-security payments. Beginning in January 1954, the rate 
will be 2 percent for employee and 2 percent for employer; but, according to 
the report of the Advisory Council on Social Security, 1949, “when the rate 
of 2 percent on employee and 2 percent on employer plus interest on the invest- 
ments of the trust fund is insufficient to meet current outlays, the advisability 
of an immediate Government contribution should be considered.’ Where will 
the Government get the money to contribute? There is only one source of 
revenue for the Government—taxation of American citizens. How many times 
will the people pay for social security? 

Another statement contained in the same sentence from this report is highly 
questionable, ‘plus interest on the investments of the trust fund.” July 1953, 
Social Security Bulletin shows that less than 8 percent of all social-security 
payers (after nearly 17 years) have collected any social-security benefits. Over 
{7 million now pay social security. As of April 1953 the Government had bor- 
rowed (I O U’s $17,424,036,000 trust funds) which may now be scattered 
around the world. Does anyone know where this trust fund is? Our under- 
standing is that social-security payments are placed in the general fund and used 
to meet current Government obligations and expenses and are not placed in a 
trust fund which would draw interest. No insurance program is safe unless 
the payments are wisely invested. 

3. Social security is another scheme of the social planners to gain control of 
the Nation by making everyone dependent upon the Government. This program, 
if not stopped, will eventually control all the people by constantly raising the 
payments of employees and employers to the extent that it will be impossible for 
people to afford private insurance, thus forcing insurance companies out of busi- 
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ness The social planners have long sought to ce ree enterprise d 
this, of course, is one of their most diabolical plans to do so by enforced Go 
ernment-controlled insurance, destruction of the incentive to save for old age 
and destruction of free enterprise in the insurance business It is only another 
step toward complete control from the cradle to the rave ind as the socia 
planners have said—another step toward a Sociali America based on the 
pattern set by Soviet Socialist Russia 
These are only three of our reasons ype 0 1 f 
men, specifically, and America, generally the progra financially w ind 
and morally wrong, and we want no part of 
Respectfully, 
Harry E. Core, 
pP std lo ton Po 0 | 
Inspect C. L. SHvutr 
Cap | DD. M N 
IDA Ma J 
P m Com 
SAN FRANCIS ( Vo h \ 
Mr. Royce L. GIVENS, 
Sccretaru-Treasurer, Nattonal Conference of Police issociations 
Washington, D. C. 
My Dear Royce: In reply to your recent inquiry as to the feelings of police 


officers in this area with regard to the extension of OASI may I briefly state 
the case as follows: 


We of the police profession in the San Francisco Bay area have labored man 
years to build a reasonable pension program to cover personnel engaged in \ 
enforcement so as to assure an adequate means of comp ating our membe 
for years of faithful service and at the same time attract and hold qualified 
personnel to the end that we can render prompt nd acceptable service to the 
public we are sworn to protect. We are firn n the conviction that a sound 


pension program is one of the very bases upon which the recruitment and 


moral aspects of our profession depend 


We are in favor of any sound program that will foster the development of 
adequate retirement compensation for persons in police service We realize 
that there are some departments—usually departments of small numerical co 
sequence—that have no means of protecting their present personnel or the de 
pendents in event of retirement due to age or disability. We want to help those 
departments and to encourage their acquiring a reasonable coverage Any othe! 
ittitude would be selfish on our part 

We believe, however, that OASI, while it may prove attractive ft i few, wi 
in truth fall far short of the goals that should be attained for all. Many whe 


may be lulled into acceptance of OASI may soon find that their dream of pro 
tection is little more than a transitory illusion. Something should be done, but 
it should be developed with the aim of establishing a plan that will prove 
worth with the passage of time. There are many aspects of OASI that leave 
much to be desired 

While the present contribution rates are low and attractive to both the em 
ploye and the employer—from the short-term point of view-——there is mounting 
evidence that the present rate will be raised and must be raised before the 
present OASI will become actuarily sound. The saving of a few cents to buy 
an annuity of questionable value is an expensive undertaking 


The police job is one that has long been recognized as one that is best staffed 
with relatively young personnel. The nature of police duty requires the service 
of one who is physically, mentally, and psychologically alert All present police 


pension programs of any recognized merit provide for the retirement of members 
of the police profession several years to the advance of persons engaged in other 
vocations. The OASI program as presently planned does not take this matte 
into consideration. The service of a member beyond that which is currently 
accepted as the prime of his active years would result in hidden costs to the 
municipality far in excess of any savings in monthly OASI cost of pension 
The unfair imposition upon the individual member is omitted in the numerical 
tabulation. 

One of the prime component parts of an adequate pension program for police 
officers provides for disability coverage. The present OAST law, as I understand 


45622—54 27 
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it, does not take this matter into consideration. This factor is of major im 
portance in our profession because of the high risks involved in the service. 

One advantage to the present local pension programs lies in the fact that the 
conditions of pension are generally related to the economic and social standards 
of the community. The modifications that must be made in any such program 
with the passage of time can be accomplished at the local level It is a matter 
that can be fully explored by both the taxpayer and the recipient. Delays in 
making needed corrections can be held to a minimum With OAST adjustments 
will require an act of Congress, with its attendant delays, political compromises, 
et cetera. 

It is my understanding that the present OASI is not operating on a recognized 
sound actuarial basis. The present fund shows an appreciable deficit that must 
be liquidated in the near future by the contributions made by present and future 
members. If the operation presently operates at a loss how can more benefits 
be provided for a greater number without the cost being offset by increases in 
contribution, special taxes, ete.? 

Well, Royce, these are a few of our thoughts relative to OASI. As I under 
stand the current provisions many persons and organizations that do not have 
a pension program today are currently eligible to enter OASI but they have not 
availed themselves of the option. 1 do not believe that compulsory extension to 
all persons would satisfy their true need nor would it prove beneficial to the 
police service in particular. 

Please convey my thoughts to the parties concerned and let them know that 
aus a police officer I am not opposed to the philosophy and welfare intent of 
OASI but that I oppose the taking of a backward step to achieve a nebulous 
promise of securing the same benefit under a system that has yet to prove 
itself 

Sincerely, 
Tep Dotan, SFPD. 


POLICEMEN’s PROTECTIVE ASSOCIATION, 
MILWAUKEE POLICE DEPARTMENT, 
Vilwaukee, Wis., November 15, 1958. 
Mr. Royce L. GIVENs, 
Secretary-Treasurer, National Conference of Police Associations, 
Washington, D. C. 


Dear Str: We have received and discussed your Bulletin No. 8, 1953 series, 
pertaining to the social-security problem. 

Our board of trustees are unanimous in their desire to be excluded from 
social security at this time. 

One of our principal redsons is that the retirement age under social security 
is too high, namely, 65 years of age. We, here, in the Milwaukee Police Depart 
ment, can retire after 25 years of service. We also feel that after a member 
retires from the police or fire service, he can obtain social-security coverage after 
qualifying under the minimum requirements. Therefore, there is really no 
purpose for our inclusion at this time. 

Furthermore, a considerable number of our younger members already have 
coverage under social security by reason of their employment in private industry 
and military service, prior to their police employment. 

Our pension system here in the city of Milwaukee is satisfactory and the 
benefits provided are much greater than under social security. 

Our decision is, at this time, “exclusion from social security.” 

Yours very truly, 
LESTER M. LUND, 
Legislative Chairman. 


NATIONAL CONFERENCE OF POLICE ASSOCIATIONS, 
November 18, 1958. 
Royce L. GENS, 
Secretary-Treasurer, National Conference of Police Associations, 
Washington, D. C 


Dear Royce :Here are the reasons, that we, as members of the Detroit Police 
Officers Association are opposed to social security : 

The purpose of social security is for the protection of a person in his old 
age. A person under a pension system, such as ours, has more adequate protec- 
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tion than under social security. Therefore, we feel that supplementary social 
security would not benefit anyone that has a like pension plan 

We feel that if we had supplementary social security and our pension system 
it would be unfair to the taxpayers who would have to contribute to both, thu 
being an extra burden on them. 

We also feel it is unfair to the employees because of the tax rates At present 
it is 144 percent and in 1970 it will be 344 percent. Under our present contribt 


tion of 5 percent which is stable, an employee will be amply provided for in his 
old age. We feel it would be difficult for an em] vee 1 puy over S percent 
of his wage for his old age as he needs money for his or her current living. We 
have a guaranteed return on our investment in our retirement systen However 
this is not the whole story by any means 

In the area of providing income when disability, death I d age terminates 
earning capacity, our pension system oers n e to the hg I ‘ career 
employee. Social security is better f the older, short-ser e employer 

if, in our department, the men were put n the superannuated 
they were 65 years of age, we would be faced with in petent Vv enforcemen 
placing the citizens of this country in danget We maintain that police w 
is a young man’s job Thus, the citizens of our indi hy communities | ‘ 
provided for early retirement in the depart nt they depend on for protect 

We also consider the reason for such high pension rates vielded by the citizer 
of this community as deiayed wages for long faithfu el 
standard living in order to give them the service that they demand 


Very truly yours 
Derrorr Poti (OFFICERS ASSO ATIC 
Bruce FINNEY, President 


‘AN Dieco PoLick RELIEF ASSOCIATION 
San Dievo, Calif... November 12, 1953 
Royce L. GIVENS, 
Necretary-Treasurer, National Conference of Police issociations. 
Washington, D.C. 
Dear Royce: With reference to the joint committee meeting on November 19 
and 20, 1955, regarding the possible extension of social security to public em 


ployees, this association has several points of issue which are listed as follows 
1. RECRUITMENT 


With the present problems in recruiting capable men to police service, retire 
ment under social security would only add another stumblingblock. No young 
man of the tender age of 23 to 50 years, in his right mind, would take police 
work as a vocation, with all of its hazards and drawbacks, knowing that he 
could not possibly retire until age 65 There would always be “opportunists’ 
who would take the job only to make contacts for better employment As has 
been well proven, efficient and successful police service comes only from those 
career police officers who enter this field as a lifetime vocation. It is quite 
apparent that “opportunists” mixed in with career police officers would only 
lead to a split operation with resulting chaos 


2. RETAIN MENT 


If police service were covered for retirement by social security, the personnel 
turnover would rise to unprecedented heights As it is now, police service, 
with its hazards, has very few attractions, except retirement, to retain men, 
compared to private industry, which offers practically no physical hazards and 
attractive working conditions. It is certainly false economy to recruit and train 
men in the highly technical work of police service, only to lose them to private 
industry because of the lack of proper and adequate retirement benefits. 


RETIREMENT BENEFITS 


The actual amount of cash payments to.those on retirement from social security 
will, in most cases, satisfy the needs of persons 65 years of age. However, no 
one will believe that policemen should work until that age. Police work, by its 
very nature, cannot be done by men of 65. If policemen were covered by social 
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security, it would still be mandatory that they retire at an earlier age with lesser 
remuneration This remuneration could not satisfy their needs, forcing them 


ployment elsewhere Private industry does not accept too readily job 





to seek ell 


applicants of 55 years or older, especially those who have devoted their most 
fruitful years to police ser ue Could this be called a just reward to those wh 
have devoted their lives to the service of the citizens of this great Nation? 


j LOCAL VERSUS NATIONAITI 


Che bulk of police-pension systems now in existence were set up by grateful 





and appreciative loc ry to insure efficient and effective police service 


heir very existence indicates the willingness of local citizens to pay the required 


cost Under social security, or any other national plan, it is impossible to provide 
ih answer to this problem of local feelings or desires. It is further impractic: 
for the police services to contribute to social security on a national scale in a plan 


that would be feasible to the local desires and conditions 

The strength of this great country is founded on the autonomy of the States 
end of the local Communities Social security would surely be another step 
toward breaking down these rights of State and community Further, we believe 
that national control of police pensions, which must be earned under local em 
ployment, would be the first move to control the police service on a national scale 
We are definitely opposed to such a move. Local laws and conditions, upled 
with local enforcement policies and desires, often influence the pensions offered 
for police service It would certainly be detrimental if the National Gover 
ment were to influence any of the employment attractions to local police services 
Coverage under social security would be a definite national inthluence on loca! 
service 


Local pension plans and syvstelus can always be changed to reflect the local] 


conditions It would be almost impossible and very impracticable to alter cov 
e! under social security This would, of a certainty, cause hardships 





throughout the country at the local level. We in local pension plans, insist 
that we remain under local management rather than under the very impersonal 
and abstract national management which could not reflect local conditions. 


DISABILITY PAYMENTS 


It is impractical to believe or assume that coverage under social security 
could or would ever be expanded to grant proper disability payments or retire 


ments as compared with those granted under local pension systems. The social. 
security system cannot and will not take human emotions and relations into 
consideration for payments on disability. However, on a local basis, because of 


excellent relations, the citizens have granted most police pension systems very 
adequate coverage for those devoted men in blue who have had the misfortune 
of becoming permanently disabled or killed in line of duty while making our 
local area safe to live in. 

Summing up the feelings of this association, we are definitely opposed to 
either partial or complete coverage of police officers under the Social Security 
Act. We, therefore, respectfully request that the delegation representing the 
National Conference of Police Associations voice our objections in this matter 

Very truly yours, 
D. N. ALLsprook, Jr., Secretary. 


OAKLAND, CALIF., December 14, 1953. 
Mr. Royce L. GIvENs, 
Secreatry-Treasurer, National Conference of Police Associations, 
Washington, D. C. 

My Dear Royce: In reply to your recent inquiry as to the feelings of police 
officers in this area with regard to the extension of OASTI may I briefly state the 
case as follows: 

We of the police profession in the Oakland Bay area have labored many years to 
build a reasonable pension program to cover personnel engaged in law enforce 
ment so as to assure an adequate means of compensating our members for years 
of failthful service and at the same time attract and hold qualified personnel 
to the end that we can render prompt and acceptable service to the public we 
are sworn to protect. Weare firm in the conviction that a sound pension program 
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is one of the very bases upon which he recruitment ind orale aspects of our 
profession depend 

We are in favor of any sound program that will foster the development of ade 
quate retirement Compensation for persons in police service We realize that 
there are some departments, usually departments of sma umerical consequence 
that have no means of protecting their present personnel or the dependents in 
event of retirement due to age or disability We wa to help those departments 
and to encourage their acquiring a reasonable coverage Any other attitude 


would be selfish on our part 


We believe, however, that OAST, while it may prove attractive to a few, will in 
truth fall far short of the goals that should be attained for all. Many who may 
be lulled into acceptance of OASI may soon find that their dream of protectiot 
is little more than a transitory illusior Something sl d be done, but it should 
be developed with the aim of establishing a plan that will prove s rtl I 
the passage of time. There are many aspects of OASI that leave mu to 


desired 


While the present contribution rates are low and attractive to both the employee 


and the employer, from the short term point of vie there is mounting evidence 
that the present rate will be raised and must be raised before the present OASI 
will*become actuarily sound The saving of a few cents to bu in annuity of 
questionable value is an expensive undertaking 

The police job is one that has long been recognized as one that is best 
staffed with relatively young personnel. The nature of p e duty require 
the service of one who is phy s1eall mentally, and psy ( 2 \ t All 
present police-pension programs of any recognized m« rovide for the retire 


ment of members of the police profession several years to the advance of per 


sons engaged in other vocations The OAST program as presently planned does 
not take this matter into consideration. The service of a member beyond that 
which is currently accepted as the prime of his active years would result in 
hidden costs to the municipality far in excess of any sa s in monthly OASI 


cost of pension. The unfair imposition upon the individual member is omitted 
in the numerical tabulation 





One of the prime component parts of an adequate pension program for polices 
officers provides for disability coverage. The present OASI v as I under 
stand it does not take this matter into consideration This factor is of mator 
importance in our profession because of the high risks involved in the service 

One advantage to the present local pension programs es in the fact that 
the conditions of pension are generally related to the economic and social stand 
ards of the community The mod ons that must be made i ny such 
program with the passage of time can be accompl shed ] It is 


a matter that can be fully explored by both the taxpayer and the recipient 
Delays in making needed corrections can be held to a minimum With OASI 
adjustments will require an act of Congress, with its attendant delays, political 


compromises, et 


It is my understanding that the present OASI s 1 operating « 1 recog 
nized sound actuarial basis The present fund shows an appreciable deficit that 
must be liquidated in the near future by the contributions made by present and 
future members If the operation presently operates at a loss. how can more 


benefits be provided for a greater number without the cost being offset by 
creases in contribution, special taxes, ete 

Well, Royce, these are a few of our thoughts relative to OASI As I under 
stand the current provisions, many persons and organizations that do not have a 
pension program today are currently eligible to enter OAST but they have not 
availed themselves of the option I do not believe that compulsory extension 
to all persons would satisfy their true need nor would it prove beneficial to the 
police service in particular 

Please convey my thoughts to the parties concerned and let them know that 
as a police officer I am not opposed to the philosophy and welfare intent of OAS) 
but that I oppose the taking of a backward step to achieve a nebulous promise 
of securing the same benefit under a system that has yet to prove itself 

Sincerely, 
Don RopMAN 


Mr. Givens. Mr. Chairman, I am honored to have the privilege to 
say these few words to you relative to a subject that is very vital to 
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policemen. We sincerely trust that you will give our suggestions 
favorable consideration. 

Thank you. 

The Cnatrman. Thank you very pas h, sir, for your appearance. 

The next witness is Mr. George J vy, Ric tee secretary-treasurer 
of the International Association of Fire Fighters. 

We are happy to have you here, Mr. Richardson. 


STATEMENT OF GEORGE J. RICHARDSON, SECRETARY-TREASURER, 
INTERNATIONAL ASSOCIATION OF FIRE FIGHTERS 


Mr. Ricwarpson. I am George J. Richardson, secretary-treasurer 
of the International Association of Fire Fighters, representing 84.000 
paid fire fighters in the United States and Canada. There are fewer 
than 10.000 fire fighters in the United States and Canada who are not 
members of our association. 

We come he re tod: ay toe ndor se the bill be fore you whic h propos es 
toe xtend social security coverage to m: inv more persons, 1ne luding cer 


tain pubhie employees. We especially want to endorse the language 
on page 12, line 21 of the bill known as H. R. 7199, beginning with 


6 


paragraph “(5)”, which reads as follows: 


Nothing in paragraph (3) of this subsection shall authorize the extension of 


the insurance system established by this title to service in any policemen’s or 


firemen’s position or in any position covered by a retirement system ap plicable 
exclusively to positions in one or more law-enforcement or fire-fighting units, 
agencies, or departments 

The members of the International Association of Fire Fighters 
have, by repeated convention action, gone on record as opposing the 
extension of coverage to the fire fighters of the United States undet 
the Social Security Act. 

The fire fighters of the United States at the present time have 
retirement, annuity, and pension systems in 48 States, and in 99 per 
cent of the cities that hi ave paid profession: al fire fighters. The pres 
ent systems are designed to give protection to the members, their wid 
ows and dependents, and are very important in maintaining the effi 
ciency of the fire departments. The morale of the fire service is ex 
cellent because every fire fighter knows that when he has served the 
necessary time to qualify for retirement he is assured of a reasonably 
fair pension to take care of himself and his dependents. 

He also knows that in the event of his being killed or injured, his 
family will be reasonably well cared for. The funds to provide this 
type of protection are provided by contributions from his salary each 
month, and from the funds provided by the taxpayers in the city where 
he is employed. In no case are the citizens op posed to proper pro 
tection for the fire fighters or their families, and we believe that the 
citizens who have the protection afforded by the fire fighters should 
have the responsibility of paying for this protection. We do not 
believe the Federal Government should be expected to pay part of the 
costs of pensions or retirement benefits which are set up to meet the 
needs of a local community. Since the year 1875 local government 
has prov ded the funds and the type of pensions needed to insure proper 
protection for the citizens, and at the same time has maintained the 
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efficiency of the fire departments for which proper pensions are so 
essential. 

To do anything to change the existing practice would disrupt the 
smooth working arrangements that already exist in nearly everv city 
in the United States. It would also be difficult to persuade the State 
and local governments that they should continue to support their local 
retirement systems at present levels if the United States Cor oTress 
would say that fire-fighters should be under the Social Security Act 


The members of our organization have been consistent in their oppo 


sition to the extension of the Social Security Act to extend coverage to 
fire-fighters. In 1940 when the late Senator Wagner of New Yor 


introduced such proposal, the fire fiehters were t} inst to obiect 1 a 


we were successful in convineing him that he had been misinformed 
when he included fire-fighters in the proposal. Afterwards he was 
always in favor of excludin 
wishes. 

The American Federation of Labor, the State, county and municipal 
employees, and all police organ itions are sol dly behi dus in out 


r fire fiehters n necordance with om 


desire to be excluded from coverage by social ecurity 


We are fearful that if social security is made possible, it will bring 
about eventually the elimination of the present pension systenis hich 
have been set up to meet the particular needs of our occupation because 


in order to maintain efficiency we must have early retirement pensions, 


disability benefits, widow and dependent protection, and occupationa 
disease provisions, none of W hich can be appropriately prov ided In an 
insurance svstem such as the Social Security Act dy e local com 
munity needs cannot be embodied in the Social Security Act. We say, 
“Why include us under social security when we are not asking for such 
coverage 2?” We are extremely pleased to see that the language in 
the bill now excludes us. We plead with you to keep the present 
language in the bill, and we will be happy to support the bill extend og 
the coverage to those who desire it and should have such coverage. 

For other public employees who are seeking the extension of social 
security coverage so it may be integrated with their existing pension 
systems, we ask that you give serious consideration to such amendments 
as they seek in order that they may have the protection they believe is 
essential to protect their interests in their present pension system. 

Thank you, Mr. Chairman. 

The Cuatrman. Thank you very much, Mr. Richardson. You made 
a very fine statement. 

Mr. Jenkins would like to inquire. 

Mr. Jenkins. I see that vou are secretary treasurer of the Interna 
tional Association of Fire Fighters. That means that you speak for 
practically all of them, do you not ? 

Mr. RICHARDSON. As indicated in the first paragraph of my state 
ment, Congressman Jenkins, I speak for 84.000 out of a possible 92,000, 
if we had every one. 

Mr. Jenkins. Thank you very much. 

The CHarrMAn. The next witness is Mr. Frederick N. MacMillin, 
Chairman of the Committee on Extension of Social Security of the 
American Municipal Association. 
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STATEMENT OF FREDERICK N. MacMILLIN, CHAIRMAN, COMMIT- 
TEE ON EXTENSION OF SOCIAL SECURITY, AMERICAN MUNICI- 
PAL ASSOCIATION 


Mr. MacMitiry. My name is Frederick N. MacMillin. I appear 
here as chairman of the committee on extension of social security of the 
American Municipal Association, which represents 12,000 local gov- 
ernments throughout the Nation. 

Last December this association unanimously adopted the following 
resolution: 


Resolved, That the American Municipal Association urges Congress to enable 
States and local governments at their option to include all public personnel 
under OASI upon the same basis as employees in private employment, without 
hampering restrictions 


Therefore, we favor in principle those provisions in H. R. 7199 
which would eliminate the absolute prohibition now contained in 
section 218 (d) of the Social Security Act which bars many public 
employees from coverage. 

However, we respectfully submit for consideration by the com 
mittee an alternate draft of language to be substituted for the materia! 
beginning at line 16 on page 9 through line 12 on page 13. Through 
the cooperation of the chairman of youl subcommittee, the wording 
of this proposal has been perfected by attorneys on the staff of the 
Bureau of Old Age and Survivors’ Insurance. 

I ask, Mr. Chairman, that that go in the record. 

The CrarMan. Without objection, it is so ordered. 

(The proposed amendments follow :) 


PROPOSED AMENDMENTS TO H. R. 7199 RELATING TO THE OLD AGE AND SURVIVORS’ 
INSURANCE SYSTEM 


(To be substituted for the material beginning at line 16 on p. 9 through line 12 
on p. 13) 


SECTION 1, Section 218 (b) (5) of the Social Security Act is amended to read 
as follows: 

“The term ‘coverage group’ means (A) employees of a State engaged in per- 
forming service 

“(i) in conjunction with any function other than a proprietary function; 

(ii) in connection with a single proprietary function ; 
(iii) in positions covered by the same retirement system ; o1 
“(iv) in policemen’s or firemen’s positions; or 
(B) employees of a political subdivision of a State engaged in performing 
service 

“(i) in connection with any function other than a proprietary function; 

“(ii) in connection with a single proprietary function ; 

‘(iii) in positions covered by the same retirement system ; or 

“(iv) in policemen’s or firemen’s positions. 

“If a retirement system covers positions of employees of the State and posi- 
tions of employees of one or more political subdivisions of the State, or covers 
positions of employees of two or more political subdivisions of the State, then 
for the purposes of paragraphs (A) and (B) of this subsection, there shall, if 
the State so desires, be deemed to be a separate retirement system with respect 
to each political subdivision concerned, and where the retirement system covers 
positions of employees of the State, a separate retirement system with respect 
to the State. If under paragraphs (A) and (B) of this subsection an employee 
of a State or of a political subdivision of a State would be included in more 
than one coverage group of employees of the State or of employees of a political 
subdivision of a State, he shall be included in only one such coverage group. 
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The determination of the coverage group in which such em] ee shall be included 
shall be made in such manner as may be specified in the agreement 

Sec. 2. Section 218 (d) of the Social Security Act is repealed 

Mr. MacMinauin. This language would shorten and simplify the 
bill. The essential difference is that we propose that you abandon 
any attempt to devise detailed provisions to meet the varied tuatiol 
existing in the 48 States. 


Your committee will cert uinly be flooded with suggestions as to 
details and restrictions that should be incorporated We voest that 
the committee should hot be expected to assume ft - responsibil ty 


There might even be some who would consider such to be all inVastlol 
ot States’ rights, 


These retirement systems now covering State and loeal vovernnient 
employees were created in the first instance by State legislatures and 
the voverning bodies of local vovernments. | » members of these 
legislative bodies have been duly elected by the voters of States and 
municipalities to deal with these problems. If these representatives 
of the people were ( ipable of establishing these retirement ysten 
in the first instance, we believe that the « ZO) who elected th 
are content to have them also make any decision as to what modifiea 


tions, if any, are required in these systems, should the personnel 
affected be brought under OAST, 

It should be emphasized here that the passage of H. R. 7199 will 
not in itself bring a single public employee under OASIL. Instead, it 
would simply modify the absolute prohibition now contained in se 
tion 218 (d) which says that any public employee included under an 
existing retirement system cannot be covered under OASI, regardless 
of the wishes of the citizens of that governmental unit, or of the duly 
elected legislative body con erned, « or the en Ip Nlovees affected. 

Hence, the Members of (‘ongress s houl | hot be expe = to be ome 
involved } in any controversy over questions that should be dee ided 
the State and local level. 

Before any suc h persons could be brought under OASI, the State 
legisl: ature or other Foverning body con cerned Wol il h: ive to act. The 
employees affected would have a hearing before such legislative body 
just as they did in the case of the enactment of the existing system 
This is democracy in action in accordance with our traditional Amer 
can scheme of government. 

The prohibition how contained In section 21S (d) Is diseriminatory 
against those in public employment. No such provision was enacted 
for those employed in private business and industry. It will be 
recalled that when the original social security bill reached the Senate 
Senator Clark, of Missouri, succeeded in having an amendment 
adopted similar to 218 (d), but applicable to existing retirement sys 
tems in business and industry. The wisdom of the conferees at that 
time in eliminating that Senate amendment has been conclusively 
demonstrated. Whereas at that time very few in private employment 
were included under retirement systems, this number has steadily 
increased since then and is still increasing, so that many millions in 
business and industry are now under both OASI and supplementary 
priv ate retirement plans. 

There is no reason why the same integration will not occur in publi 
employment. It is well recognized that patterns of cai nsation in 


. 








114 SOCIAL SECURITY ACT AMENDMENTS OF 1954 


private employment, including fringe benefits, are copied in public 
employment. This is necessarily so. If employees in business and 
industry may be under both OASI and a separate retirement plan, 
then the same op portunity should exist for those in public employment. 

The present language in section 218 (d) has actually stimulated the 
elimin: oe of existing systems. State and munic ips il governments 
have been faced with the practical problem that if they wanted to give 
their personnel the advantage of inclusion under OAST, they had no 
choice but to abolish their existing system. Actually the pattern has 
been that subsequently a supplementary system is established to pro- 
vide benefits in addition to OAST. 

There has been considerable discussion about the necessity of includ- 
ing in H. R. 7199 some referendum provision applicable to public 
personnel only. If this were done it would almost seem that Congress 
would in effect be saving: “We trust every management of a private 
business or industrial corporation, every partnership, and every en- 
trepreneur in the country, but we do not trust State legislatures, 
county boards, and city councils duly elected by citizens who have 
vested their faith in them.” We do not believe th: at Congress wants 
to officially indicate such a lack of confidence in all duly elected repre 
sentatives at other levels of government in this Nation. 

In our judgment this referendum proposal is nothing but a smoke 
screen and is an attempt to confuse the issue. It might result in 
provisions so complicated that they would not fit the situations in 
many States and municipalities. It should be emphasized that when 
these existing retirement systems were established, and as they have 
been modified from time to time since their original enactment—with 
few exceptions, no referendum has been involved. If no referendum 
was deemed necessary then, obviously there is no logical reason why 
the Congress should need to interject complicated referendum pro- 
visions now. ‘That matter should be dec ided by State legislatures and 
local governing bodies. They should not “pass the buck” to you. 

It in appens that I can speak from practical experience on the subject 
matter of this presentation because of the unique situation which does 
not exist for any other person here. This is because I am also the 
executive director of the Wisconsin retirement fund. This committee 
will recall that last August there was enacted into law a provision 
sponsored by Congressman Byrnes of this committee which authorized 
the coverage of persons under the Wisconsin retirement fund notwith- 
standing section 218 (d). This is the only example of the integration 
of an existing public employee retirement system with OASI. 

As of today over 30,000 State, county, and municipal employees in 
Wisconsin have received the benefits of this integration and greatly 
liberalized benefits. I wish that the members of this committee could 
have heard the repeated expressions of appreciation from public em- 
ployees who have benefited from this integration. You would be 
pleased if you knew how grateful these people are to Mr. Byrnes and 
the other members of the committee. 

In Wisconsin we are amazed at the controversy that has arisen in 
other systems and other States. There never has been any dispute in 
Wisconsin after the people affected really understood what was pro- 
posed. There has been complete unanimity of opinion on the part of 
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the State legislature, the county boards, the city councils, and the 
organizations representing State and municipal employees. 

For the information of the committee, I am filing a copy of a state 
ment by the representative of the Wisconsin State Employees Associa- 
tion, which I hope that you will examine. 

I wish to put that in the record, Mr. Chairman. 

The CHairman. Without objection it will be made a part of the 
record. 

(The data referred to follow :) 

THE WISCONSIN STATE EMPLOYEES ASSOCTATION 
Vadiso Wis., January 19. 195 


? 
Mr. FREDERICK N. MACMILLIN 
Eaecutive Secretary, 
League of Wisconsin Municipalities, Vadison, Vi 
DEAR Mr. MACMILLIN: The Wisconsin State Employees Association, as you 
may know, is a State council of local unions of State er ees affiliated with 


mplo 
the American Federation of State, County, and Municipal Employees 
You have inquired whether the members of this organization who were 
affected by the integration of the Wisconsin retirement fund with the Federal 
OASI system have ever indicated any dissatisfaction because no opportunity 
for a referendum was afforded upon the question of such integration 
Because the inclusion of Our membership under 2 retirement plans instead 


of 1 so vitally affected the persons concerned, this matte vas repeatedly 


discussed at statewide and local meetings over a period of several years So 
far as I can recall, there was never any discussion of the need for any referen 
dum. It seemed to us that we were simply asking that public employees be 
treated upon the same basis as those in private employment ind since no 


referendum was involved for those under retirement systems in business and 
industry, it never occurred to us to suggest a referendun 


When the Byrnes-Wiley bill was pending Congress e naturall followed 
its course with great interest because it meant so much to our membership 
However, since we assumed that Congress under our Federal Constitution was 
supposed to deal only with matters of national interest, and since we had faith 
in our State legislature, we never gave any consideration to loading down the 
Federal enabling act with a lot of details which properly are the function of a 


State legislature 

Now that our membership is included under both the Wisconsin retirement 
fund and the Federal old-age and survivors’ insurance system, I have found 
that with a few minor exceptions, the persons belonging to this organization 


are very grateful that the Congress and the Wisconsin Legislature had made 
it possible for them to be protected by two retirement plans, which to some extent 
fill different needs, as is becoming so prevalent for employees of business and 


industry. 
Sincerely yours, 
Roy EF. Kupista, 
Erecutive Secretary 
Mr. Mac MILLIN. Finally, as to the suggestions of the policemen 
and firemen, we think they will regret it but if they want to be ex- 
cluded we have no objection. I would like to point out what hap 
pened in Wisconsin. You may recall the Byrnes bill gave the Wis 
consin Legislature the right to exclude policemen and firemen and 
that was done at their request. We no more than signed the 
agreement than the policemen came to the Wisconsin Legislature and 
said, “We are sorry. We made a mistake. We want under social 
security.” 
Our legislature changed the law, we signed an agreement, and the 
policemen under the Wisconsin retirement fund are now under OASI 
at their own request. 
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Mr. Chairman, I have been authorized by Mr. Paul V 
executive director ; 
tate that their 


. Betters. 
of the United States Conference of Mavors, to 
r organization joins in the statement which IT have 
just presented, and IT am submitting Betters 
on that subject. IT would also like to request that 2 telegrams and 1 
hort letter from 3 States be Incorporated in the record. 
The (CHAIRMAN. Without objection, it is so ordered. 
(The 


a resolution from Mr. 


> docume} 


ts referred 


to follow :) 


liesol ION OF THE 19 ANNUAL CONF) F THE UNITED Strat Con as 
or Mayor SEI gk 22, 195 
SOCTAL SECURI AND CI EMPLOYEES 

Whereas the ac il rati has 1 mn dec o the Cong nd legis ion 
has been introduced, providi opti ; erage unde} ho. Wederal social 
security old-age and Vivors insurance system for city employees who are \ 

embers of sting retirement systems: and 

Where thers is ibstantia ‘ dence that WY ( ies hy ing their own 
pension plans are desirous of supplementing benefits presently provided for 
with coverage under the Federal social-security old-age and survivors insurance 
an Therefore. be it 

Resolved, That the 19583 Annual Ce erence f the I ted States Conference 
f Mayors petition the Congress to approve the administration's recommendation 
by ¢ icting the legislation which has been introduced 


LOUISIANA MUNICIPAL ASSOCIATION, 


Baton Rouge, La 
Representative HALe Bogas, 


tpril 1954 
House Office Building, 
Washinuton, D. ¢ 

We were sorry your Washington duties prevented your attending our recent 
convention here 

The American Municipal Association in which we hold membership will testify 
before the Ways and Means Committee Thursday requesting that OASI coverage 
for municipal employees be made optional. 


Our association endorses this viewpoint and respectfully solicits your favorable 
consideration 
ANNA JANE WARRINER, 


Necretary Treasurer 


April 6, 1954. 
Congressman Han Hoimes, 
Vember of Waus and Means Committes 


Washington, D. C 
Association of Washington Cities vigorously supports proposal of American 
Municipal Association to make OAST coverage of municipal employees optional 
municipalities. Your help in expediting hearing April 8 and 
consideration by House Ways and Means Committee greatly appreciated. 


with 


favorable 


ASSO LATION 


oF WASHINGTON 
CHESTER 


CITIES, 
BIESEN. 


LEAGUE OF CALIFORNIA CITIES, 


Berkeley, Calif., April 5, 1954. 
Hon. Ceci R. Kno, 


Vember of Congress, 
House Office Building, 
Washington, D.C. 


DEAR CONGRESSMAN KING: 
ment to that 


7199 which 


This is written to request your support of an amend- 
portion of H. R deals with the extension of Federal 
OASI to employees of State and local governments who presently are members 
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of an existing retirement system. It is our understanding that this amendment 
will be presented by a representative of the American Municipal Association at 
a hearing of the House Ways and Means Committee, of hich you are a member, 
to be held AprilS8. Enclosed is a copy of this proposed amendment 

H. R. 7199 in its present form authorizes the extension of OASI coverage 


members of a State or a political subdivision who are presently members of a 
State or local retirement system only after an approving vote of two-thirds of 
the members of the system voting at a referendum election In its present form 
the bill mandatorily excludes from coverage all employees in police and fire posi 
tions While the present provisions of H. R. 7199 relative to the extension of 
OASL to members of existing retirement systems is { ompletely unde rsirabl 
from the standpoint of the interest of California cities in achieving the best pos 
sible retirement systems for their employees at the west cost, it is fe that the 
referendum requirement is a matter which should be determined at State and 
local governmental levels, and that a employee n police and fire pr tions 


should not be mandatorily excluded from OASI cover 


With respect to the requirement for an employee reterendun ve 
respectfully point out that the present California ena ng legislation for the 
eruge of e1 ployees of yy tleal subd Is I having 1 etirement svsten re 
quires a majority approving vote of the members of eacl verage group 
condition of coverage (18775 et seq... Government Code) We in conceive of 
no sound reason why the Federal law should impose a twe hirds referendum re 
quirement mandatoril) 

Again, While it may well be t t the larae jority of | cen fireme 
in existing retirement systems do not desire to avail themselves of OASI cove 
nage, the fact that in some cities there are policemen and firemen who do not have 
the benefit of an adequate retirement system with retirement at an age below 
65, and who would benetit from OASI coverage, renders inequitable the complete 
exclusion of all policemen and firemen from OASEI coverage lf the police and 


tire services were defined as separate coverage groups, thereby permitting their 


coverage independently of other governmental employees, it is believed that such 


I 
the desirability or undesirability of OASI coverage for their positions 
For the foregoing reasons we wish to indicate to you the support of this 
organization for the amendment to H. R. 7199 which will be presented by the 
American Municipal Association at the hearing on April 8, and to urge your 
favorable consideration of this amendment. 
Sincerely, 


employees could in every case successfully persuade the local legislative body of 


RICHARD CARPENTER, 
Erecutive Director and General Counsel. 
The CHainman. We thank you for your appearance. 
The next witness is Mr. Charles H. Smith, president of the Confer 
ence of State Social Security Administrato1 Ss. We are pleased to have 
you here. 


STATEMENT OF CHARLES H. SMITH, DIRECTOR, VIRGINIA SUPPLE- 
MENTAL RETIREMENT SYSTEM; PRESIDENT, CONFERENCE OF 
STATE SOCIAL SECURITY ADMINISTRATORS 


Mr. Smirn. Mr. Chairman and gentlemen of the committee, my 
name is Charles H. Smith, director of the Virginia Supplemental 
Retirement System. I appear, however, before this committee as 
president of the Conference of State Social Security Administrators 
whose membership is composed of State personnel responsible for 
administering the old-age and survivors insurance program as it 
relates to governmental employees under Federal-State social-security 
agreements. 

In this brief presentation, the views of the conference are limited to 
extension of coverage to public employees under the OASI program 
and are expressed in the following resolution : 
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RESOLUTION FOR EXTENSION OF OLD-AGE AND SURVIVORS INSURANCE TO PUBLIC 
EMPLOYEES 


Whereas many public employees of States and political subdivisions have 
enjoyed the advantages of local pension and retirement systems for many years; 
and 


Whereas the extension of benefits of the old-age and survivors insurance pro 
gram to public employees of States and political subdivisions whose positions 
were subject to local pension and retirement systems was prohibited by section 
218 (d) of the Social Security Act ; and 

Whereas it has proven to be undesirable and impracticable to terminate and 
liquidate existing retirement systems for public employees, thereby precluding 
their coverage under the old-age and survivors insurance system; and 

Whereas the lst session of the 88d Congress of the United States enacted 
H. KR. 2062, amending section 218 (d) of the Social Security Act so as to permit 
public employees of the State of Wisconsin subject to the Wisconsin retirement 
system to obtain Gld-age and survivors insurance benefits: Now, therefore, be it 

Resolved by the Conference of State Social Security Administrators meeting in 
Chicago, November 5 and 6, 1953: 

1, That the Congress of the United States enact legislation amending section 
218 (d) of the Social Security Act so that public employees of States and political 
subdivisions who were or are in positions subject to a retirement system on the 
date of the agreement extending old-age and survivors insurance benefits to their 
coverage group may have extended to them such benefits regardless of their 
status under a retirement system, and that no restrictions be placed upon the 
authority of the States in such extension of old-age and survivors insurance 
coverare 

2. That this resolution be transmitted to the President of the United States and 
the Secretary of the Department of Health, Education, and Welfare with a 
request that they recommend to the Congress the adoption of such amendments 
to the Social Security Act. 

3. That this resolution be transmitted to the President of the Senate and the 
Speaker of the House for submission to Members of Congress. 

H. R. 7199 having been introduced since this resolution was adopted 
would, if enacted, partially remove the discriminating effect of section 
218 (d) of the Social Security Act by permitting coverage under the 
OASI program of State and local public employees, other than fire 
men and law-enforcement officers, even though in positions covered 
by a retirement system. The bill, however, limits the authority of 
State and local governing bodies responsible for creating retirement 
systems so that they would be unable to bring such employees under 
OASI coverage until retirement system me »mbers through referendum 
approved. 

Our resolution merely urges that coverage for public employees not 
be limited as provided under section 218 (d) of the Social Security 
Act and that no restrictions be placed upon the authority of the States 
in the extension of OASI coverage. 

In support of our position we will not trespass upon your time by 
enumerating the many reasons why we believe that O ASI coverage, 
as a retirement base for all public employees, is desirable. We merely 
‘all to your attention the favorable experiences in the several States— 
Arizona, Delaware, Iowa, Mississippi, Oregon, Utah, Virginia, and 
Wyoming—where retirement systems have been repealed and agree- 
ments subsequently executed for coverage under the OASI program, 
to prove that satisfactory integration and supplementation can_be 
accomplished with OASI and governmental retirement systems. This 
has been done without impairment of the rights of State employees, 
school teachers and local employees, inc luding firemen and law- 
enforcement officers. The combined systems are workable for both 
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early retirement, prior to age 65, and normal retirement upon attain 
ing age 65. 

May we emphasize there is little reason, in view of past perform 
ances, for concern that State and local governing bodies will take 
uction with regard to retirement coverage which will impair the rights 
of members in governmental retirement systems. The governing 
bodies are best ab le to handle matters such as this at the local level 
Requiring a favor: a“ le referendum of a retirement system membership 
before a State or local governing body may act to provide OASI 
coverage would unduly restrict the authority of the legislative bodies. 

Further, removing the requirement of liquidating a retirement sys 
tem in order to obtain coverage virtually eliminates the possibility 
of impairment of rights. 

We respectfully submit that H. R. 7199 should, therefore, be so 
amended to provide for the extending of coverage of the OASI 
gram to all public employees irrespective of position classification 
at such time as the State or local governing bodies determine coverage 
is desired. 

The CHatrMan. Thank you, Mr. Smith, for your appearance. 

Mr. Jenkins will inquire. 

Mr. JENKINS. I would like to ask you a question or two, Mr. Smith. 

In your last paragraph you say: 


We respectfully submit that H. R. 7199 should, therefore, be so amended to 
provide for the extending of the OASI program to all public emp!oyees irre 
spective of position classification at such time as the State or local governing 


bocies determine coverage is desired. 


You do not give much leeway there to the individuals in the groups. 
In other words, if a fireman wanted to do something or if a policeman 
wanted to do something, you have him pretty well tied down, it seems 
to me. 

Mr. Smirn. We feel, sir, that the legislative body responsible for 
creating the retirement system in the first place should be able to 
take whatever action they deem appropriate, and that a referendum 
should not be necessary on behalf of the members of the retirement 
system. 

I referred to the experience we have had in several States where 
action has been taken. As I understand it, not a single referendum 
was held to determine whether the membership desired the coverage, 
and the rights of the members in all of these States have certainly 
not been impaired. 

Mr. JENKINS. Let me see. Just whom do you represent? We have 
the firemen come in, the policemen come in, and various groups come 
in represented by individuals who are in their groups. You are the 
director of the Virginia Supplemental Retirement System. That is a 
State official? 

Mr. Smiru. I am a State official, director of the Virginia Supple- 
mental Retirement System. I also happen to be the president of 
the National Conference of State Social Security Administrators 

Mr. Jenkins. How many of those social security administrators 
are there; one for each State? 

Mr. Situ. Yes, sir; one for each State. 

Mr. JENKINS. So you are speaking for them ? 
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Mr. Smirn. Yes,sir;]am. This resolution which I read was passed 
at our meeting in Chicago in November. 

Mr. Jenkins. I am afraid that our committee could not dispose 
of this thing quite so unceremoniously as you asked us to in your last 
paragraph, because we want to give more consideration to these things 
than ‘that, I believe. 

Who appoints you i How do you get your job / 

Mr. Smiru. I am appointed by the retirement board in the State 
of Virginia. 

Mr. Jenkins. The rest of them are appointed the same Way ¢ The 
retirement board is appointed by the Governor, | presume, 

Mr. Smirnu. Yes,sir. Tama State official. 

Mr. Jenkins. Very well, Mr. Smith. 

Mr. Smirnu. I would like to make one further statement, if I mieht, 
sir, in connection with action of the legislature in Virginia, pointing 
out in connection with the covering of law enforcement oflicers that 

have just amended the act in Virginia so that if and when the 
Federal act is amended SO Wwe Can bi mewn the law enforcement officers, 
we can bring them in. 

Mr. Jenkins. That is all, Mr. Chairman. 

Mr. Curtis of Nebraska. In that connection, when vou liquidated 
the system that vou had and brought them into social security, at that 
time vou could have liquidated the firemen and policemen systems, 
could you not, or were they all so local there would be a multiplicity 
of actions? 

Mr. Suiru. No, sir. When I speak of the system which we have 
just provided legislation so we could bring them in if and when the 
Federal legislation permits, I am thinking in terms of the State police 
officers. We had a State police officer retirement system which was 
independent of the State system which we repealed. We did not have 
time to liquidate the State police officer retirement system when we 
were liquidating the other system. 

We worked out the system for the State emplovees and school 
teachers, but did not have time to per form the o ther task. For that 
reason, we were able to do that at this past session of the legislature, 
amending their act so that we would be able to bring them under social 
security coverage if and when permitted. 

Mr. Curtis of Nebraska. Do you care to express an opinion as to 
what is back of the arguments that we have been hearing here for 
not letting the States decide this whole issue ? 

Mr. Smirn. Sir, I believe possibly there must be some fear that 
some of the legislatures would not safeguard the rights of the mem 
bers. We had no fear in Virginia. We were, as you know, the first 
State to repeal the retirement system. It may be surprising to some 
of you that Virginia was the first State, but we never had any fear 
that our legislature in Virginia would give us anything less than 
what we had. 

When we came out, we came out with a guarantee to that effect. 

Mr. Curtis of Nebraska. As a matter of fact, that back-door pro- 
cedure was a little more hazardous from the State employees’ stand 
point than what you now propose / 

Mr. Smiru. Much more dangerous, because it is necessary to repeal ; 
and after you repeal you must come back with a supplemental system 
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if you are going to have a supplemental system, and it is much more 
dangerous. Whereas. if you can come 1m and not have to repeal the 
system to do that, and work out a satisfactory integration or supple 
mentation, it is much easier. 

The Coairman. Thank you very much, Mr. Smith, for your appea 
ahice. 


The next witness is Mr. Keith L. Seeomille . OF behalf or the 
National Association of County Officials. 


STATEMENT OF KEITH L. SEEGMILLER, SECRETARY, NATIONAL 
ASSOCIATION OF COUNTY OFFICIALS (PRESENTED BY RANDY H 
HAMILTON, WASHINGTON REPRESENTATIVE, AMERICAN MU- 
NICIPAL ASSOCIATION) 


Mr. TL amu ron. Mr. ¢ mananeeny Ae you know, because of the meetn 
of the House this morning, there has been a change in the scheduling, 
and I am authorized to appear for Mr. Seegmiller, with your pern 
sion, sir. 

The CHarrMan. Very well. 

Mr. Hamivron. I am Randy H. Hamilton, the Washi eton repre 
sentative of the American Municipal Association. 


This isa historic occasion. Here I am, a city slicker, aroulng fo. 
the county courthouse boys. 

The (CHAIRMAN. We appreciate youl being here, We KnOW VO 
will take good care of them. 

Mr. Haminron. Thank you, sir. You have always told us to ge 


together on the local level, and I believe this marks that occasion. 

Mr. Seeomiller regrets that his schedule prevents his appearance, 
but his association, as you know, is the National Association of County 
Officials. It is a nationwide organiZation, anc it represents officials 
in 3.050 of the Nation’s counties, which is just about all that there are. 

In 1948 the National Association of County Officials approved th 
proposition that Federal old-age and survivors insurance should be 
extended as widely as possible t to all employed people, ona permiiss ve 
basis, including those of State and local governments. This position 
has been consistently re: approved at each of the National Associatio 
of © ounty Officials meetings since 1948, and it is now a firm and fixed 
policy of the association. Accordin aly, the association enthusiast 
cally endorses the general purposes of H. R. 7199 to extend coverage of 
Federal social secur ity. 

The association has another policy, however, more fundamental and 
of longer standing than the one they have in favor of social security 
extension. This policy is to the effect that insofar as re; asonably 
possible, the powers of government should be exercised at the pe al 
level, readily subject to ¢ citizen needs and desires. By reason of this 
policy the National Association of County Officials scrutinizes criti 
cally any proposal for Federal authority to act in a manner impinging 
In any way upon the authority of State and local government. They 
have so scrutinized the restrictions and proposals for further restri 
tions in Federal law making Federal social-security coverage available 
to State and local employees. 

They have noted particularly in the present law that such employees 
under an existing retirement system are not eligible for Federal cover 
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age. They have noted proposals to tighten this existing law so as to 
prevent, absolutely in some cases, the availability of Federal coverage 
to certain groups of local employees. In other cases, proposals for 
restrictive procedures to adopt Federal coverage make such coverage 
inavailable as a practical matter. These restrictive conditions upon 
the right to coverage, both in the present a and in proposed amend 
ments , are regarded by the county officials of America as obj ctionable. 
They op pose them upon the erounds of unwarranted intrusion of Fed 
eral author ity into matters of State and local concern. 

Whether some or all of the groups now covered by State or local 
retirement systems should have Fede ral coverage in addition to or in 
leu of their present coverage, or W hether any oO f these GToOUups should 
have coverage at all, raise issues appropriate for solution at the State 
and local levels and wholly Inappropriate for solution at t] e Federal 
level. 

existing retirement systems for State and local emplovees have 
been proy ide under State law in ae cordance W ith State policy in each 
of the various States. Conditions in the States vary so widely that 
a nationwide solution at the Federal level would not likely fit the needs 
of the individual 48 States. 

There is no reason why decision of these local matters should not be 
left to local government, and there is no reason w hy it should be made 
at the Federal level. Every reason indicates that it should be made at 
the State and local level. 

The National Association of County Officials takes no position as to 
i hether any part 1¢ ular group of employees should he covered by Fed 
eral social security. — ir point is only that decisions on exceptions 
from coverage should be left to State and local governments under 
State law. 

In consideration of the foregoing, the National Association of 
County Officials twice during the past 18 months has supplemented its 
veneral stand in favor of social secu ity extension by resolution which 
1 will quote: 

Resolved that this association favors Federal legislation that will make old-age 
and survivors’ insurance available to employees of State and local governments 
without restriction in Federal law and subject to acceptance or rejection in 
accordance with applicable State and local law. 

The National Association of County Officials believes that the 
amendment to H. R. 7199 which has been submitted by the American 
Municipal Association would accomplish the purpose they think 
proper. They therefore support and ask adoption of that amend 
ment which would modify section 218 (b) (5) of the act and repeal 
section 218 (d). 

The Cnatrman. We thank you, sir. Does that complete your 
statement / 

Mr. Hamirron. Yes, sir. 

The CHarrmMan. Are there any questions? 

The Chair hears none. 

We thank you very much. 

The next witness is Mr. Raymond C. Magrath, representing the 
Association of Land-Grant Colleges and Universities and the National 
Association of State Universities. 

You may proceed, Mr. Magrath. 
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STATEMENT OF RAYMOND C. MAGRATH, TREASURER, UNIVERSITY 
OF NEW HAMPSHIRE; REPRESENTING THE ASSOCIATION OF 
LAND-GRANT COLLEGES AND UNIVERSITIES, AND THE NA- 
TIONAL ASSOCIATION OF STATE UNIVERSITIES 


Mr. Macratu. My name is Raymond C, Magrath, and Lam treasure! 
of the University of New Hampshire, Durham, N. TH. Lam appearing 
here to represent the Association of Land-Grant Colleges and | 
versities and the National Association of State Universities, with a 
combined menibership ot 76 institutions located hn each of tf o 
States, Alaska, Hawai, and Puerto Rico. My appearance in behalt 
of these associations 1s in accordance with the official positio ‘ 
these associations taken by the representatives of all their member 
stitutions at their most recent annual conventions 

Briefly, our position as established n repeated actions at Natio! 
conventions and in detailed surveys of our membership, 1s one of strong 


support for amendment of the Social Se« urity Act to make 1t possibl 
for publicly supported colleges and universities, with the approval of 
their duly constituted governing authorities, to cover their staffs and 
employees under Federal old-age and survivor nsurance without 
having to eliminate existing retirement systems to do so. 

The 1950 amendments to the Social Se urity (ct made it possible 
for private nonprofit organizations, including colleges and univers! 
ties, to come under old-age and survivors insurance on a voluntary 
basis, and hundreds of them have done so. Section 218 of this ae 
permitted coverage of State and local employees, but Dy the provisiol 
of section 218 (d) forbade such coverage to any such employees in 


t 


positions covered by a retirement system on the effective date of a 
State-Federal agreement for old-age and survivors insurance coverage. 

This exclusion was advocated by certain groups as constituting a 
protection to existing State and local retirement systems. ‘This, I 
believe, has had exactly the opposite effect. It has motivated some 
institutions to abolish existing systems as a condition to coming under 
Federal old-age and survivors insurance. ‘The latter has many de 
sirable features as a supplement to existing State and local retirement 
systems. 

The Social Security Administration has interpreted the provision 
strictly, with the result that no public college or university can bring 
its employees under Federal coverage without first abolishing its 
present retirement plan, regardless of its nature. Several States, and 
several individual colleges and universities by action of their trus 
tees, have in fact abolished existing retirement systems in order to 
come under the Federal act, and then proceeded to reestablish their 
own retirement systems. Such a procedure is complex, unnecessary, 
and full of hazards for individuals and groups involved. 

The members of the two associations which I represent are aware 
of the enormous scope and complexity of the program encompassed 
under the Social Security Act as amended. We are aware of the past 
and present controversies surrounding proposals to make Federal 
old-age and survivors insurance coverage available to public employ 
ees generally. What we desire, and on which all groups involved in 
public higher education are united, is an opportunity for our institu- 
tions to participate in old-age and survivors insurance coverage, sub 
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ject only to that affirmative action by our duly constituted governing 
bodies which is necessary for the promulgation of a voluntary agree 
ment by a State or any arm of the State to pay the amounts re pre 
sented by the withholding tax for old-age and survivors insurance. 
The joint committee of business officers of the National Association 
of State Universities and the Association of Land-Grant Colleges and 
Un versities, ol which | ania member, conducted a detailed survey ot 


the attitudes and desires of members of both associations with respect 
to Kederal old wort and SUrVIVOrs insurance coverage. They found 


that 90 percent of the institutions responding favored an amendment 
to the present law to make Federal retirement coverage possible with 
out the abolition of existing retirement systems. Among the reasons 
given for this position which were mentioned most frequently were 
the following: 

In the first place, Federal retirement coverage is generally transfer 
able to other employment, while State or university retirement cov 
erage 1s not. The present law thus creates an arbitarary barrier 
between employees of private colleges and universities and those of 
the many public institutions which are not under Federal coverage. 
Staff members of a covered institution hesitate to accept employme nt 
h one not covered, because they can no longer partic ipate ae kK eder: il 


coverage. Staff members of public universities which have retire 

ment systems, but do not have Federal cover: we, hesitate to accept 

emp sloyme nt in other institutions—even though federally covered—be 
cause they must give up all their existing retirement protection if th 


change employment. The staffs of public universities generally are 
frankly unable to understand why it is that their universities cannot 
tuke part in Federal coverage without abolishing their existing re 
tirement systems, when any private college or any private employer 
in the United States can do so. 

An even more important reason for desiring the opportunity for 
Federal coverage is that many existing university retirement plans 
provide inadequate retirement protection. Some institutions wish to 
add old age and survivors insurance protection on top of their exist 
ing retirement systems. Others believe they can obtain better retire 
ment protection for their employees at no Increase in present costs, by 
reducing payments into existing retirement systems by the amount 
that is paid into the Federal system. The Federal system, for example, 
has survivorship rights which are not incorporated in many institu 
tional systems. 

The Federal old age and SUrVIVOrSs insurance program was estab 
lished on the general basis of universality of minimum retirement pro 
tection for all citizens. It was designed to supplement, or serve as a 
floor under, existing or future non-Federal retirement programs, not 
as a replacement for them. Its integrity is, in the last analysis, 
guaranteed by the general taxing power on all citizens. We do not 
believe that the States or their colleges and universities and their 
staffs should be penalized for having retirement systems by excluding 
publicly supported educational institutions having retirement systems 
from the opportunity for participation in the F ederal system. 

Many of our institutions are already under Federal old-age and 
survivors insurance, either because of not having had retirement sys 
tems in 1950, or of having gone through the process of dissolving their 
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those now ineligible tor Federal coverage because OT ah eXIsting re 


existing systems in orde! to be eligible for Federal coverage. Not 
tirement system necessarily will want to come under the Federal 
system. But nearly all are united on the proposition that those who 
do wish to come under Federal coverage should we abl to do so. 


The committee has before it at least two proposals for amendment of 


section 218 which would make it possible for pul employees t 
come under Federal old-age wd survivors 1} irahnce { mut elin 
ing existing retirement systems. 

One of these is H. R. 7199, introduced by your chairman, M feed, 
the pertinent sections being o1 pages Qa ad 10 under the { Ling 
“Emplovees ¢ overed by State or Local Retire oy 

The second paragraph of th section of b ) i 
tion of policy on the part of Congress to th tect t t pr 
afforded employees under pre tion overeat. il eXIst Fr relire ent 
system be not Impaired is the result of Lorre ent Te Federal 
coverage. The third paragraph sets pa tormu retel iui of 
public employees hefo they cah come uncer t { | ( ( Li \ te} We 
doubt the nece sity of either of these prov ( they pose 
conditions on public employers Which ive 4 ina iry 
or desirable in the case of private emplovers. We believ: it, the 
desire of State and local wove ents, and part rly the tr 
of publi colleges and UbHIlVersities, 5 to prese i ere pos ple 
and desirable to increase the retireme) protectiol ifforded their 
employees. We believe that the IMpPOsille ipon the States and local 
communities of conditions not imposed on private employe 
many instances tend to nullify the purpose of the legislation, because 
ot possible resentment over Federal interfer ‘ state and loca 
prerogatives. 

However, if your committee decides to retain eithel Dot f these 


paragraphs, we respectfully recommend : 

(1) That it be made clear that the modification of an existing re 
tirement system to provide total protection of the ombined Federal 
State system equivalent to or greater than that exist o before Federal 
coverage, constitutes satistactory comphance with the policy state 
ment in paragraph Le 

(2) That the referendum requirement stated in ] 
not increased beyond that now stated. Specifi lly, we believe that 
any referendum election should be cle cle d entire 1\ by those who vote 
in said election. 

We also believe that paragraph (1) of this subsection, which would 
make impossible future coverage of groups havi F retirement S\ stems 


aragraph (oo) ve 


l 


on the effective date of the act without going through the procedure 
specified in paragraph (3) is unnecessary if the requirements in 
paragraphs (2) and (3) are reasonable, and is otherwise undes rable. 
We would regret to see all opportunity for Federal participation 
barred by the combination of closing up the present route on the one 
hand, and on the other of setting up new requirements which would 
be so objectionable to the States and their subdivisions that they would 
be unwilling to comply with them. This latter condition we would 
regard as highly undesirable. 

H. R. 6863, introduced by Representative Curtis of Nebraska, also 
contains on pages 50 and 31 provisions as to conditions for coverage 
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of employees cove ‘red by State or local retirement systems. If any 
provision other than Pat le repeal of section 218 (d) is necessary, we 
are inclined to favor this one as the maximum which should be 
required. 

Finally, we respectfully suggest that the time has come when those 
groups who desire OASI coverage should no — r be excluded. The 
— colleges and universities were united in 1950, when the present 

imendments were adopted. They were opposed to the inclusion of 

section 218 (d) and desired at that time to be given the opportunity 
for coverage. Four years have — and hundreds of employees of 
these institutions have retired at a disadvantage compared to the vast 
majority of their contempor: aries. Many more are approaching re 
tirement age. We suggest suc ‘+h ame ndme nt of section 218 (d) which 
vill include employees of institutions of higher education and also 
permit existing retirement systems to be retained. This would place 
all colleges and universities in the country on the same basis, and 
would have the enthusiastic support of the vast majority of public 
institutions and their staff members. 

I request permission to include as supporting evidence in my testi- 
mony a statement submitted to your committee by Dr. Laurence R. 
Lunden. comptroller of the University of Minnesota and chairman 
of the National C ommittee of College and Unive rsitvy Business Off 
cers of these associations, in February 1952, ae h presents the data 
from the survey I have me aloud previously. I should also like to 
include a list of the member institutions of these two associations, with 
your ees 

The CrarrMan. Without objection, it is so ordered. 

(The statement of Dr. Lunden and the list of member institutions 
wae to are as follows:) 


STATEMENT OF LAURENCE R. LUNDEN, TREASURER AND COMPTROLLER OF THI 
UNIVERSITY OF MINNESOTA 


IT am Laurence R. Lunden, treasurer and comptroller of the University of 
Minnesota I appear before you to offer testimony on proposed legislation ha\ 
ing as its purpose an amendment to the Social Security Act This amendment 
would authorize the extension of Federal old-age and survivors insurance to 
employees of institutions of higher education who are already covered by State 
or local government retirement systems Iam here as a member of the special 
Senate Committee on Federal Legislation of the Association of Land Grant 
Colleges and Universities Other members of this committee include Dr. F. L 
Hovde, of Indian: Idr. Jessie Harris, of Tennessee : Dr. Lewis Webster Jone s, 
of New Jersey: Dr. Deane W. Malott, of New York: Dr. J. L. Morrill, of Min 
nesota; Dr. Irvin Stewart, of West Virginia: Dr. C. R. Woodward, of Rhode 
Island; and Dr. J. H. Hilton, of North Carolina. 

Since the Congress, itself, by enactment of the first Morrill Act in 1862 created 
land-grant colleges and universities, I assume that it is unnecessary for me to 
introduce further evidence in identifying the institutions for which I speak 
If further answer is required to the question of Land Grant Colleges and Uni 
versities—What They Are and the Relations of the Federal Government to Them, 
reference is made to Bulletin 1951, No. 15, issued by the United States Office of 
Education. Excerpts from the foreword to this publication, which was written 
by United States Commissioner of Education Earl James McGrath, may be of 
inte rest to members of this con mitte: 

“The land-grant colleges and universities in the United States are the result 
of a partnership of the States and the Federal Government. They represent an 
effort to provide a type of higher education within the reach of, and adapted to 
the needs of, the agricultural and industrial people of this country. They have 
played a very important part in democratizing higher education and they con- 
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tinue to demonstrate the value both to the d d ind ft : ‘ 
of higher education which is of high quality, yet 
“In organization, the land-grant colleges and universities exemplify bett 








than most other institutions the most effective relationship among rese 
campus instruction, and adult education. Each land-grant college or univet 
maintains an agricultural experiment station to aid in solving the pr 
arising on the farms. It enriches its campus instruction in agi ture h the 
results of its research It maintains an extension or adult education ser 
to carry out to farmers and their families the lates nuformat l : is 
truly effective setup which is reflected in t remark e agri ( 
ment which has occurred in the last 60 years throughout the United States.’ 

We are not unaware of the enormous scope and complexity of the ] yy 
encompassed under the Social Security Act and its amendments Ni 
we unaware of the numerous amendments that have been introduced and 
now before this very committee for consideration ind { T¢ alispos 
Indeed, we are acutely conscious of the climate of controversy surrounding | 
islative proposals in this field with which you will have to dea It 
intention of the Land Grant Association of Colleges and | s to disp 
partisan attitudes toward any of the proposals except t nega t 
simple amendment which would permit employees of in tions of hig ed 
tion presently covered by State or iocal retirement syste to avail themse 
the benefits of Federal old-age and survivors SUuUrAahce \ e there Vote 
other bills that have beer ntroduced for the purpose of ‘ plishinge this 
I am, at the moment of preparing this statement, far ! vith H. R. 5604 


This is the essence of simplicity and provides 
“Be it enacted by the Senate and House of Re es tat f 1 


States of America in Congress ass led, That osectior of s 1S 
the Social Security Act is amended to read as follows 

‘(d) No agreement with any State ma In cle ) Livie eithe 
original agreement or by any modification thereof) t ny ser e perf 
by employees as members of any coverage group in pos s covered by retire 
ment system on the date such agreement is made ay cable 
group: Provided, howerer, That vy such service w s perf 
employ of any institution of higher education may be covere der an agi 
or modification thereof.’ 

I am sure that this committee will be interested in knowing the re ons uy 
which we base our belief that the overwhelming jority of land grant eges 
and universities desires this amendatory legislation. M bers of the executive 
committee of the Association of Land Grant Colleges and Universities, |! 
before it numerous requests to investigate the matte surveved the existit 
Situation rhe, found that unde pres nt Federal \ pub emp Vees 
cluding employees of publicly supported universities come under t Feder 
Social Security Act only if they were not covers b in exist ret ‘ 
tem of some sort. Those not covered by an existing retirement syste ! 
covered if the appropriate State authorities authorize at jest nd take 
action to waive tax immunity for this purpose 

The survey further showed that emplovees of private nprofit institution 
could in contrast, be covered whether or not they have an existing retiremer 
system, provided (a) institutional authorities approve ( vaive tax exemp 
tion for this purpose and (b) two-thirds of the employees f | ered ind ite 
in writing their desire to be covered Those who do not sh to be in 1d 
are not covered, but all new employees must be enrolled in the plant \ { 
agreements of this sort, either for eligible public or private institution ist 1 
main in effect for at least 10 years 

The foregoing suggests discrimination between publicly supports id pr 
vately supported institutions of higher education. This apparent discriminatic 


can be understood better, however, if one recognizes the tendency of many people 
to include employees of publicly supported institutions of higher education with 
all other State and municipal employees and elementary and secondary-leve 

teachers. Inasmuch as these latter groups have, at least in the past, vigorous 

opposed inclusion among eligible groups for Federal old-age and survivors in 
surance benefits, it has been natural to assume that employees of publicly suy 

ported colleges and universities felt the same. Such is not the case We take 
no issue with the attitude of any groups opposing further amendatory legis! 

lation insofar as it affects them. We speak only for members of staff, boél 
academie and nonacademic, of our own institutions 
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You ask, and very properly, what evidence we have as to the attitude of land 
grant colleges and universities As a result of the survey of the executive 
nittee of the Associntion of Land Grant Colleges and Universities, instruc 


ons were issued to the joint committee of business officers to undertake further 





ily The joint committee of business officers, which is composed of major 
anking business officers of the Association of Land Grant Colleges and Uni 
ve ities and the National Association of State Universities, is factiinding 
I advisory group for the presidents of the member institutions of the two 
asst utions 


The business officers decided to circularize every member institution with a 
questionnaire having as its introduction the following statement 
The joint committee of business officers recommends that each institution 
idy carefully the benefits under its present retirement plan and the benefits 
under Federal old-age and survivors insurance and try to dete whether 


Vite 
two systems can be correlated with each other in a manner which will pro 





de greater protection for staff members It suggests that abandonment of 
iny retirement plan now in effect for the purpose of qualifying for Federal old 
ind survivors insurance coverage under existing law should be done only 
after the most serious consideration 

Che material presented herein, or the questions asked, are not in any iy 
in attempt by the committee to propose or to justify the adoption of Federal 
securi coverage under existil Lean rv to propose or justify changes in 
sting law. It is for the purpose of getting the best possible information to use 
he basis « h requested recommendation for consideration by the ap 

‘ ate bodies of the two organizations 
With th unbiased introduction, a questionnaire was distributed t con 


sisted of 3 principal sections, only 1 of which is reported in detail in this state 


ment, although a summary of answers to the complete questionnaire is im 


ediately available to any member of this committee or to any other Member of 
the Congress who desires to inform himself further with respect to the attitude 
of land-grant colleges and universitic rhe decision to record the opinions on 
vy 1 of the 8 principal sections of the questionnaire s prompted solely 

by the desire to make this statement as brief as possible 
Section I of the questionnaire contained two questions the first designed to 
deterinine the attitude toward further legislation on a permissive basis and the 
second framed in such a manner as to ascertain the reason, or reasons, for the 
expression on the first. Replies to the second question were studied with a view 


of arriving at several different categories of reasons In a general way this 
effort was successful, although it must be apparent that something of value was 
lost | 


rv reason of this type of classification The replies to the questions con 
tained in section I may be summarized as follows 


I. GENERAT 


1. Would vou favor an amendment to the existing Social Security Act which 
would permit a publicly supported institution having an existing retirement 
plan to participate voluntarily in Federal old-age and survivors’ insurance? 


Yes 44 
No , 5 
Indifferent 2 


2. Please state briefly the reasons for your answer: Perhaps the principal 

question concerning our State retirement plan is: “Will the benefits be ade- 

quate?” Many feel that some supplementary plan would be highly desirable. 
If “Yes” the reasons are 


i. Existing plan, or plans, provide inadequate benefits either at the pres 
ent time or for the future in view of continuing inflation with re 


sultant diminution in the purchasing power of the dollar 31 
ii. Morale of staff would improve if concern over inadequacy of existing 
plan, or plans, were eliminated 3 


iii. Would remove the existing inequity between publicly and privately 
supported institutions wherein former, with existing plans, are in- 
eligible for participation, whereas latter, even with existing plans 
are eligible ; : ae 11 
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iv. Would remove the existing inequity between benelits accruing to mem 
bers of the academic staff and those to members of the ! acade ‘ 
staff , 5 
v. Would increase mobility of staff, both academic and 1 icade by 
permitting transfer from one institution, o1 dustry anothe 
without loss of basic benetits pr ded by the s« Se I \ l 
If ‘“‘No” the reasons are 
i. Cost of participation in social security is excessive { 
ii. Existing plan, or plans, provide adequate benefits so social secur 


is of not interest at this time 

iii. Eligibility under Social Security Act would jeopardize successful and 
continued operation of plan, or plans, now in existence which are 
considered to be satisfactory and adequate 


If “Indifferent” the reasons are 





i. Complete reorganization of existing pians In progre Vhbich promise 
to provide adequate and acceptable benefits 

We regard the overwhelmin ote il or of f her ‘ t f ex 
social security legislation as being of utmost significance in terms of for ¢ 
recommendation for actior Moreovet! t is of interest t note that the pre 
ponderant majority of those answering the question ( erie 
over the present or possible future inadequacy of exis gz | he | 
officers were struck by the fact t t no institut i ©) referred tl 
vivorship benefits of Federal old-age and I ~ n 1 
favoring further liberalization in jite of the fa t tl ne the 
desirable provisions 

We have selected as typic: of the eplies fave ! mie ! eg 
following 

i I a) ‘i 

“Tmproved lonvevityv, deel ! interes rates a t | é le ¢ 
ing plans inadequate The addition of OASI d tend te ‘ 
The shifting of employees from one employer to an ‘ 
need of a national basis for si il bene I ee-elny t butt 
for OASI are passed on t oe sume n the f I rp ( f t 
more, OASI is supported from general tax re rie : é ew 
tion is taxed, all classes should be ¢ ble for the bene 

I I 

“Publicly supported collegiate institutions are Col { t ‘ 
controlled schools of higher education I’ ate ert extend ( ' 
security benefits to their staff members rou supplement ‘ retiremy 
systems with social-securit enetits Most publi supported ore ! 
do this because they have retire nt | ns hie ! e abr te 
the social-security system can be established It herefore. to t} tere 
of publicly supported chools to be ina position te r the me tyre a ‘ 
and survivorship benefits to their staffs as the privately ported se} 
do and are doing 

STITUTION MBER 

‘A. It would put public institutions on same bas | te institut 

Bb. Would proy de needed special protection for Owe come stuff me ly 
and those with dependents 

“C. Would be one step toward col plete transferabi of retirement benef 


from one institution to another 

“D. Would bolster present inadequate retirement benefit 

The institutions casting negative votes did not lack reasons for their 
The representative of one Middle Western institution, designated in 1 
mary as institution number 33, wrote 

There are certain advantages in having all employed persons in a single | 
security program. However, the disadvantages listed below, in our vit 
outweigh these advantages. 
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‘1. If Federal coverage is extended to local groups it will become increasingly 
difficult to maintain 2 parallel systems, 1 under local legislative authority and 
the other the Federal system. The same incentive that exists in private enter- 
prise for maintaining supplementary systems is not found in public administra 
tion. The result would be that the local systems would find themselves in an 
extremely vulnerable position, and action toward eliminating the local systems 
might conceivably be proposed in some jurisdictions, particularly under condi 
tions where the rate of contributions under the local system are so much higher 
than those under the Federal plan 

“2. The Federal Government is pledged to all-inclusive coverage under social 
security and has fixed this as its goal. If the law is changed to make it possible 
for the State to request coverage of employees now under local retirement plans, 
pressure will be exerted b Federal officials on the State to bring about such 


coverage for participants in existing systems 
If it is possible for covered employees to participate under social security, 

publie officials of taxpayers agencies might be tempted to work for the dissolu 
tion of local plans, on the ground that having two systenis is unnecessary and 
constitutes a duplication of services. An effort would be made to shift the pension 
burden from the local areas to the Federal Government which might result in 
impairment or complete loss of the equities built up by the employee under 
the local plans 

‘Social security is designed as a minimum program, and it is the intention that 
it would be supplemented by local systems. However, for the reasons given 
above, it would be difficult for public agencies to maintain supplementary local 
systems, and if it is impossible, it would result in inadequate coverage for the 
employees It is also true that local svstems have heen designed to meet the 
needs of a particular group, and the Federal system, which is all-inclusive cannot 
provide for particular needs.” 

The questionnaire of another institution, this one in the South and designated 
as institution No. 35, contained this reply : 

‘At this institution 9.25 percent of the annual payroll is now paid by the State 


if * for retirement (through the teachers and State employees retirement 
stem of *) and each member (all regular employees are now required to 
hecome members) contributes 5 percent of his salary up to $5,000 a year It is 


believed that the State would not undertake to support both the retirement 
system and finance the employer's contribution to social security.” 

The study group of the Joint Committee of Business Officers considered at 
length the allegation that existing plans would be placed in jeopardy if the 
social-security base were enlarged : and concluded that such fears were probably 
rroundless inasmuch as existi! plans were established by legislation at the 
State or local level and could, irrespective of what was done by the Congress, be 
eliminated by legislation at the same level Practical politics weigh heavily 
against this, however 

lorty-four institutions have explained their reasons for favoring an amend- 
ment to the existing Social Security Act which would permit a publicly supported 
nstitution having an existing retirement plan to participate voluntarily in 
Federal old-age and survivors insurance. They have voiced five arguments which 
vould seem to justify support of our request that svmpathetice consideration be 
accorded the position of the Association of Land-Grant Colleges and Universities 
and the National Association of State Universities for amendatory legislation. 
These reasons are 

i. Existing plan, or plans, provide inadequate benefits either at the present 
time or for the future in view of continuing inflation with resultant diminution 
in the purchasing power of the dollar; 

ii. Morale of staff would improve if concern over inadequacy of existing plan, 
or plans were eliminated ; 

iii. Would remove the existing inequity between publicly and privately sup- 
ported institutions wherein former. with evisting plans, are ineligible for par 
ticipation, whereas latter, even with existing plans are e'igible: 





iv. Would remove the existing inequity between benefits ‘accruing to members 
of the academic staff and those to members of the nonacademice staff: 

v. Would increase mobility of staff, hoth academic and nonacademic by permit- 
ting transfer from one institution, or industry, to another without loss of basie 
benefits provided by the Social Seeurity Act 

To these the members of the Joint Committee of Business Officers have sug- 
gested as additional possible arguments in favor of the amendment the following: 
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1. Although social security is not an adequate plan by itself, it is a desirable 
and inexpensive supplement to existing plans 

2. Use of Federal old-age and survivors insurance as a supplement to existing 
plans in member institutions would f ww what appears to be a desirable patter 
that is widespread in industry 

5. Inasmuch as there has been no satisfactory showing t ie Joint Committee 
of Business Officers that Federal old-age and survivors insurance or W eve! 
he actuarially sound, the inference is that benefits will be financed to a signifi 
degree from tax revenue obtained fro ill the people For that reason there Ss 
no justification for the exclusi of any one segment of po ion that helps 


east in part, to finance the program 





It seems to us that thie eu I nced Tf Til I [ n D 
the definition of eligible groups for inclusion for Fedet Nd e al rvivor 
benefits are compelling. Tt i cularly true hen advanced b Z 
of higher education that is sponsible for such a large portio stud s 
en ed the ( lleg) ori ¢ els t m Ve t l 
sought is enacted, there i I every | I ed I 
can aval tse immediately ¢ the benefits I ! pre il n 
for n oO titutior tl g I 7 por t ed amendme 
Given time, howeve a g many pub support stitutions iva 
The! elves of the right we eek ane there be ILi€ a | titutions 1 the 
reasons cited 

In conclusion, I would like to a ess myself to the ossSible charge that I 
ponsoring “class” or “pris ed egislation I mere | id the case of mem 
bers of staff in publicly supported institutions of higher educati that they. on 
a payling basis, be accorded e same privileces : t LO Lior f other 
American citizens I do this without enterir int itroversy or without 
espousing anv other issue re ting to social security 


LIST OF COLLEGES AND UNIVERSITIES REPRESENTED IN THE COMBINED MEMBERSHIP 


OF THE ASSOCIATION OF LAND-GRANT COLLEGES AND UNIVERSITIES AND NATIONAI 
ASSOCIATION OF STATE UNIVERSITIES 


Alabama Polytechnic Institute, Auburn, Ala 
University of Alabama, University, Ala 
University of Alaska, College, Alaska 
University of Arizona, Tucson, Ariz 
University of Arkansas, Fayetteville, Ark 
University of California, Berkeley, Los Angeles, and other campuses in 
California 
Colorado State College, Fort Collins, Colo. 
University of Colorado, Boulder, Colo 
{ niversity of Connecticut, Storrs, Conn 
Connecticut Agricultural Experiment Station, New Haven, Conn 
University of Delaware, Newark, Del 
University of Florida, Gainesville, Fla. 
University of Georgia, Athens, Ga. 
Georgia Institute of Technology, Atlanta, Ga 
University of Hawaii, Honolulu, T. H 
University of Idaho, Moscow, Idaho 
University of Illinois, Urbana, Il. 
Indiana University, Bloomington, Ind 
Purdue University, Lafayette, Ind 
lowa State College, Ames, Iowa 
State University of Iowa, Lowa City, Iowa 
Kansas State College, Manhattan, Kans. 
University of Kansas, Lawrence, Kans 
University of Kentucky, Lexington, Ky. 
Louisiana State University, Baton Rouge, La 
University of Maine, Orono, Maine 
University of Maryland, College Park, Md 
University of Massachusetts, Amherst, Mass 
Massachusetts Institute of Technology, Cambridge, Mass 
Michigan State College, East Lansing, Mich 
University of Michigan, Ann Arbor, Mich 
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University of Minnesota Minneapolis, Minn 

Mississippi State College, State College, Miss 

University of Mississippi, University, Miss 

University of Missouri, Columbia, Mo 

Montana State College, Bozeman, Mont 

Montana State University, Missoula, Mont 

University of Nebraska, Lincoln, Neb! 

University of Nevada, Reno, Nev 

University of New Hampshire, Durham, N. H. 

Rutgers University (the State University of New Jersey), 


1954 


New Mexico College of Agricultural and Mechanic Arts, State College 


University of New Mexico, Albuquerque, N. Mex 

Cornell University, Ithaca, N. ¥ 

State University of New York, Albany. N. Y 

University of North Carolina, Chapel Hill, N.C 

North Carolina State College, Raleigh, N. C 

North Dakota Agricultural College, Fargo, N. Dak 
University of North Dakota, Grand Forks, N. Dak 

(hio State University, ¢ imbus, Obie 

Ohio University, Athens, Ohio 

Miami University, Oxford, Ohio 

Oklahoma Agricultural and Mechanical College, Stillwater 
University of Oklahoma, Norman, Okla 

Oregon State College, Corvallis, Oreg 
University of Oregon, Eugene, Ore 

Pennsvivania State University, State College, Pa 
University of Puerto Rico, Rio Piedras, P. R 
University of Rhode Island, Kingston, R. I 
Clemson Agricultural College, Clemson, S. C 


University of South Carolina, Columbia, S. C 
South Dakota State College, Brookings, S. Dak 
Unive SIT of South Dakota, Vermillion, S. Dak 


University of Tennessee, Knoxville, Tenn 


Pexas Agricultural and Mechanical College System, College 


I n versity of Texas Au tin gx ‘ 
Utah State Agricultural College, Logan, Utah 
University of Utah, Salt Lake City, Utah 
University of Vermont. Burlington, Vt 

irginia Polytechnic Institute, Blacksburg, Va 
I 


niversity of Virginia, Charlottesville, Va 





\ 4 

State College of Washington, Pullman, Wasl 
University of Washington, Seattle, Wash 
West Virginia University, Morgantown, W. Va 
University of Wisconsin, Madison, Wis 
University of Wyoming, Laramie, Wyo 


Mr. Macratn. The conditions stated in 1952 obtain today in 1954. 


Okla 


Station 


In fact, the need for amendment is far more pressing. 


[ would summarize my testimony by stating that the basic needs 
for participation in OAST by publicly supported institutions are: 





New Brunswick, N. J 
>» N 





1. Relief under the existing Social Security Act so that these institu- 
tions may adopt OASI coverage for their employees without prejudice 
to or abandonment of their exist ing ret irement systems. 


, 


2. Amendment of present act to permit these institutions to partici- 


pate in OASI coverage on a voluntary and nonmandatory basis for 


those employees who elect to be so covered. 


The basic reasons for these recommendations are: 


1. To correct existing inequities incident to employment in publicly 


supported versus private iustitutions. 


2. To correct the disadvantageous position of publicly supported 
institutions in competition with private institutions covered by OASI 


in seeking new and distinguished faculty and staff. 
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3. To correct existing 
relation to problems of inflation and retirement 

1, Tocorrect toa degree existing inadequac les Of private-ret rement 
plans which make little or no provision for survivors 

5. To recognize that OAST is designed to meet minimum coverage, 
whereas existing retirement coverage added to OASI will prov ide. a 
Is common practice in industry, for retirement maintenance to support 
exist ing standards. 


inadequacies of private-retirement systems 


6... Lo bring emplovees of pul liecly s ipp ted institutions under tl] 
social-security law since these employees as CltiZel ire taxpat 


supporting the program but prec luded from benefit coverage undet 
Thank vou, sir. 


The CHarrmMan. Does that conclude your state nt ? 
Mr. Macratrn. Yes, sir. 
The CiarrMan. We thank you very much for your appearance | 


the information you have given the committee 

(re there any questions? 

The Chair hears none. 

The next witness is Mr. Gordon W. Chapman, international secre 
tary-treasurer of the American Federation of State, County, an 
Municipal Employees. 

We are glad you are here, sir. 


STATEMENT OF GORDON W. CHAPMAN, INTERNATIONAL SECRE- 
TARY-TREASURER, AMERICAN FEDERATION OF STATE, COUNTY 
AND MUNICIPAL EMPLOYEES 


Mr. CHAPMAN. Mr. Chairman and members of the commiuttee, | am 
Gordon Chapman, secretary-treasurer of the American Federation of 
State, County, and Muni ipal Employees. 

Mr. Chairman, I can limit my time considerably if I merely present 
the written report for the record and make a few comments. 

The CHAIRMAN. Without objection, it 1s sO ordered. 

(Mr. Chapman’s prepared statement follows :) 


REPORT TO THE COMMITTEE ON WAYS AND MEANS 


To: The Honorable Daniel A. Reed, chairmat 
Subject : Supporting report on H. R. 7199 
By: The American Federation of State, County, and Municipal Employees 

Our union of public employees submits this report in support of H. R. 7199 
generally and in particular we recommend the enactment without change of 
section 101 (i) of the bill 

The language in (d) of section 218 of H. R. 6000, Public Law 734, of the 81st 
Congress, “No agreement with any State may be made applicable (either in the 
original agreement or by any modification thereof) to any service performed 
by employees as members of any coverage group in positions covered by a retire 
ment system on the date such agreement is made applicable to such coverage 
group” has been a roadblock to our State and local governments in a manner 
and to an extent impossible to measure For months after the quoted language 
was made law leaders in all of the States were baffled. Then South Dakota 
moved by repealing outright an unsatisfactory State plan and by adopting 
in lieu thereof old-age and survivors insurance. Utah acted similarly. Finally 
Virginia pointed the way to save substantially her actuarially developed State 
retirement plan and gain by integration the insurance and retirement covera 
of OASIT. 

Mississippi delayed adopting a State plan until she gained old-age and sur 
Vivors coverage. Thereupon she followed the lead of Virginia. Oregon, Arizona, 








e 
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Wyoming, and Iowa did likewise. Recently Delaware found a way to use OAST 
in connection with a State system. Wisconsin, to gain the advantages of OASI 
and to integrate it with a sound actuarial system, came to this committee and 
obtained in the Byrnes bill an amendment to Public Law 734. All the remaining 
States of the Union with the exceptions of Minnesota, North Dakota, New Mexico, 
South Carolina, and Ohio have made the fullest possible uses of old-age and sur 
vivors insurance under the restrictive limits of the language quoted earlier in 
this paper, without resorting to the difficult procedure exemplified in the action of 
Virginia and in the acts of the other States which followed her lead. This tre 
mendous endorsement of the value to the States and subordinate units of old-age 
and survivors insurance cannot be strengthened by comment from me. 

Ofttimes persons accept the thought that employment with the States and in 
subordinate jurisdictions is pretty stable, whereas the facts show that there 
is great instability of employment. Only half of the States have statewide civil 
service systems, so at this level of government less than 60 percent of employ 
ments are protected by medit laws. The large cities do better but the counties and 
smaller cities fall far behind. In some services, particularly when there is chan 
in political control, the turnover is almost total. Accurate statistics are not 
obtainable for the non-civil-service employments but percentage turnovers are 
illustrated well by selecting statistics from the best civil-service jurisdictions in 
which most persons think the turnover is negligible. For example, in the well 
governed civil-service city of Cincinnati the turnover for the decade 1940-49 
averaged more than 25 percent In the State civil service of Wisconsin the aver 
age for the last 2 years has been 18 percent, and in the welfare service of that 
State it has been as high as 35 percent There was reported for Washington 
State a turnover in 1947 and 148 of 57 and 47 percent, respectively 

\ study of this heavy turnover in the State and local services draws attention 
to the desirability of covering all these people with an insurance system that will 
be continuous regardless of changing employments. ‘The States find it almost 
impossible to so develop their retirement systems that credits may be transferred 
from one jurisdiction to another. Every system differs from almost every other 
system. The transfer of earned credits and the accounting problems involved 
are so formidable that few jurisdictions have attempted to meet them. The indi 
vidual and family insurance protection and the retirement provisions of old-age 
and survivors insurance will have the effect of unfreezing from fear of employ 
ment changes hundreds of thousands of State and local employees, while the 
integrated or supplemented investment systems will furnish inducements to con 
tinuance of employment in each particular jurisdiction. No longer will there 
exist by compulsion of Federal law the existing discrimination unfavorable to 
the State and local employee and favorable in contrast to the industrial employee 

The Social Security Board in its publication entitled, “A Program for the 
Development of Old-Age and Survivors Insurance,” in 1945 made the statement 
that the idea of a required two-thirds vote had been advanced originally by the 
American Federation of State, County, and Municipal Employees and by another 
affiliated union. We took this position early in order to allay the fears of persons 
who envisioned devastating action by their legislative bodies, probably the repeal 
of systems in order to use instead cheaper coverage under OAST. Of course these 
kinds of legislative bodies are found to exist rarely, but our two-thirds-vote pro 
posal did calm the fears of the most timid individuals. The American Federation 
of Labor stands solidly with us on this proposition to require a two-thirds ma 
jority vote of those participating in an election, and also on the proposition to 
exclude from coverage police officers and firemen The reasons for excluding 
these latter groups, presumably explained to this committee many times, is that 
most of the police and fire systems have early retirement dates. Only when and 
if the social-security law is amended to permit substantial freezing of social 
security earned credits coincident with such earlier retirement dates will it be 
fair, we think, to consider extension to these special services. 

There are forces which heretofore have opposed all extension of OAST who now 
profess a change of heart and as proof of their professed change request that 
the two-thirds vote requirement be changed to an absolute two-thirds require 
ment It is unnecessary for me to remark to a body of men who have earned 
and hold their respective offices by vote of their constituents that rarely is it 
possible to get to the polls two-thirds of the registered voters. Ney ertheless these 
persons are asking that every proposition by a legislative body be approved by 
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two-thirds of all covered employees. Qur union speaks for 1 
group of State and local employees in this country, but we are not supporting 
and could not support a gimmick carefully designed to defeat every extensio1 
of OASI to the State and local fields 


Mr. Cuapman. Thank you, Mr. Chairman. 

I have just a few observations. 

We are particularly anxious to see the enactment of H. R. 7199 
In listening to the discussions t day, I heard recommendations made 
to you that there be a number of stipulations or conditions included in 
the bil ‘ conditions that would have to be followed by the various 
States, counties, and municipalities. 

i gathered from some of the remarks that they have the feeling that 
the employees themselves of the States and counties and cities are not 
well informed about the provis ons of the Social Se urity Act, the 
benefits, and the costs. 

I can tell you, gentlemen, as far as our members are concerned, they 
are well informed of the benefits of the Social Security Act, and they 
are very anxlous to be included under that act. 

Mr. Mason. May I interrupt and ask, if they are well informed and 
they are anxious, \ hat is the objection to hav Inga referendum ¢ 

Mr. Cuarman. There is no objection on our part to having a ref 





erendum. We endorse the bill in its present form. We do not see the 
net d ot a ref rendum with two thirds vote of all those elig ble. We 
fee] it should he atwo thirds vote ot those voting. 

The reason we feel that way 1S that we do not feel that en ployees 
who fail to vote should have their failure to vote recorded as a “No” 
vote, and that is what would happen under the provisions of a two- 
thirds vote of all those eligible. 

Our people are not afraid of what the State legislat res or the ¢ Its 
councils ar county boards would do. We are merely asking that you 
make this available by the enactment of H. R. 7199 so we can go to 
the State legislatures, the city councils and county boards, and work 
out a good program of retirement for our membership 

Thank you, Mr. Chairman. 

The Cuarrman. We thank you very much for your appearance and 
the information you have given the committee. 

The next witness is Miss Selma M. Borchardt, vice president and 
Was hington representative of the American eder ition of ‘Tear hers 

We are pleased to see you here, and you may proceed. 


STATEMENT OF SELMA M. BORCHARDT, VICE PRESIDENT AND 
WASHINGTON REPRESENTATIVE, AMERICAN FEDERATION OF 
TEACHERS 


Miss Borcuarpr. On behalf of the American Federation of Teach 
ers, I wish to thank you, gentlemen, most sincerely for recognizing 
the need of extending social-security coverage and increasing thi 
benefits thereunder for many persons. 

While we are profoundly grateful to note the oreatel protection 
the bill gives in many ways to Many people, we are, as teachers, most 
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immediately coneerned with the proposal to extend coverage to em 
ployees now covered by State o1 local retire ment systems. 

Mr. Chairman, we are very happy to say that we were the first and 
for a long time the only natio \ ile teacher organization that urged 


the provisions which are now carried in this bill, and we are so happy 
to find other educational organizations now linine up where we were 
11950 We are grateful to have the bill in this form. 

We are also very happy to find that the police and firemen interests 


yresentect in this bill In the interest ot those themselves nvolved., 

While il present every state extends some sort ot pension coverage 
to its teachers, we regret that all States do hot afford acequate or evel 
SEC] red coverage for the teachers 

Many of the teachers remember how, during the 1930's, many teach 
ers’ pel sion systems were W iped out: they had not been founded on a 
sound financial structure. Even today, teachers covered by non 
contributory systems and other plans whi h are not completely se 
cure, do not feel safe in what is termed their “pension expectan \ 
Furthermore, even many of those systems which are actuarily sound, 
are woefully inadequate. Some pay pensions as low as $30 a month. 
Many others have no sur ivorship prov isions, 

However. teachers have paid into their present State and local 


pension plans for many vears. Of course, we must remember that 
many of these syvstenis are actuai ily ound, though hot adeqi ate, and 
they want to have them preserved. However, those who have paid 
into these plans—for over 40 years in thousands of cases Want to in 


crease the benefits to which they now look forward by giving them 
selves the opportunity to share in Federal social-security program 
as well. 

I want to express our appreciat ion for the proposal now before this 
committee on this subject. 

The Reed bill provides for compacts between the Federal Govern 
ment and the States under specified conditions. 

First, we are very happy to have a formal declaration of policy from 
the Coneress of the United States, that in enacting these proposals 
that the protection afforded employees in positions covered under a retirement 
system on the date an agreement is made ayplicable to service performed in such 
positions, will not be impaired as a result of making the agreement so applicable, 
or as a result of legislative enactment in anticipation thereof 

We recognize, Mr. Chairman, that that does not carry with it a 
guaranty. It is a declaration of policy. But it is an essential decla 
ration in light of the fear that was instilled in the hearts of thousands 
of teachers from 1950 on. On the bulletin boards of schools through 
out the country there appeared notices from the school officials: “Wire 
your Congressman to oppose the extension of social security to cover 
teachers, or you will lose your pension fund that you now feel is 
secure.” 

It is such a declaration that reassures those who were frightened so 


badly several years ago. 

We are happy that necessary and proper safeguards have been writ 
ten into the bill as a condition to the agreement to be entered into be- 
tween the Federal Government and each of the several States. The 
six major safeguards stipulated in reference to the referendum are 
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principles for which we have long urged support. These safeguards 
for which we have been on record for 4 years in the organization, and 


which mean so much to the teachers, are- 

Cr) That the referendum be held by secret ball t, on the que stion 
whether coverage under Federal social security shall be extended to 
positio} is now covered by State and local retirement systems. 


(2) That all employees affect ted "a the proposal, who are no CO 
ered by State or local s ystems, be g ven th I oht to vote in the referen 
dum. We believe that the citizen who does not exercise his r oht 
should not, by his failure to perform h s duty, be illowed to pel 
those who do participate. It is therefore giving the right to thos 


who vote. 

(3) That 90 d: Lvs’ notice of the holding of the referendum be given. 

(4) That proper supervisiol for the conduct of the referendum, 
under proper State authorities, be assured. 

(5) That a substantial majority of those voting in the referendu 
shall vote in favor of the proposal, 

(6) That State and local systems may, if the State so desires. 
deemed to be each a separate retirement Syst 

These are essential safeguards for which the American Federation 
of Teachers has pled for many vears. 

I would, gentlemen, at this point, refet to the opposition to this pro 
posal, which we have heard of. set forth in this bill. 

First, a question is raised in some quarters as to the propriety of the 
propose d referendum in its relation to the author ty of the State. Our 


opponents have cont ended in some cases that the ere lum robs the 
State of its autonomy. Of course, it does not. A State is, under 
the proposed legislation, required to take pos tive action in its own 


right To afford its emplovees the benefits ot the coverage herein 
proposed, 

The conditions for the ivwreement governing the refere! lun are f r 
less stringent than are the requirements incident to agreements carried 
mn other K edera | state compacts, which are now law al | wh ( h 
American people would not conceivably surrender. 


Second, we would point out that the conditions governing dual co 
erage by State and Federal authorities for teachers, as set forth in t] 
bill, are forthright, sound, and clear to all concerned. It is an honest 
approach which merits honest consid ration. 


There is, however, a widespread movement, to which reference | 
been made here several times, to approach the question of Federal 
State coverage by indirection and, to some extent, we think, by de 
ception. The plan to W his h we refer provides that the State would 
repeal its existing teachers’ pension system by State le 
the pension funds would be held in escrow or otherwise impounded, as 
has en done in several of the states, while the State rushes 1n to 
the Federal Government and says, “Quick: we have no State teachers’ 
pension law at this moment, so we want to get Federal social security 
coverage for our teachers.” In this manner, under existing law. the 
teachers are then covered under Federal social security. And then, 
lo! the State pension law is restored and dual coverage is secured. 

We do not at this point wish to argue the legality of a 
from either the point of view of Federal law or of the status of 
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State teachers’ pension law, once repealed. We do not wish even to 
argue the moral issue in this procedure. 

We do, however, submit that such procedure is far less safe or sound 
than the forthright, honest approach which is suggested in the bill we 
have before us. 

We are very grateful to those who prepared this bill, in this form; 
and we urge you, on behalf of the classroom teachers of the United 
States, to enact this provision which gives to the teachers the right to 
vote whether they want to have Federal old-age and survivors bene- 
fits to supplement their present State and local programs. 

In closing, we wish to associate ourselves with the presentations 
mi - here by the American Federation of Labor. We would point 
out again, specifically, that the convention of the American Federation 
of ‘poe voted un: tnimously that it could not support any bill, spe- 
cifically, which did not exte nd to teachers the r ight to coverage if they 
so desire it, under Federal old-age and survivors insurance. 

We hope the I ve ed bill, covering a need so keenly felt by teachers, is 
adopted by the Congress of the United States. 

I would like, Mr. Chairman, with your permission, to submit for the 
record communications from State and local associations of the organi- 
zation, without reading them here. 

The CHatrman. Without objection, it is so ordered. 

Miss Borcuarpr. Thank you, sir. 

The Cuatmrman. We thank you for your appearance and the in- 
formation you have given to the committee. 

The committee stands adjourned until 10 o’clock in the morning. 

(Whereupon, at 4:30 p. m., the hearing was adjourned until 10 
a.m., Friday, April 9, 1954.) 
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FRIDAY, APRIL 9, 1954 


Housr or ReEpreseNntTATIves, 
CoMMITTEE ON Ways AND MEANs, 
Washington, D. ¢ 

The committee met at 10 a. m., pursuant to recess, in the hearing 
room of the Committee on Ways and Means, New House Office Build- 
ing, Hon. Daniel A. Reed (chairman of the committee), presiding. 

The Cuarrman. The committee will come to order. 

Our first witness this morning is Hon. Harold C. Ostertag, a very 
distinguished Member from my State and a close neighbor of mine. 
Tam hi appy and proud to have you here. 


STATEMENT OF HON. HAROLD C. OSTERTAG, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Ostertac. Thank you, Mr. Chairman. 

The CuHarrMan. —s ea Ly proceed. 

Mr. Osrertac. Mr. Chairman and members of the committee, the 
bill which is now on you is, in my judgment, a good bill. It 
makes many needed revisions in the social-security program. It 
overcomes some of the inequities. It provides several steps in the 
direction of a program that is just to all. 

It does not face up to some of the major inequities, however. It 
still leaves us with a program that rewards those who are old and 
rich and penalizes those who are old and poor. Let me be specific. 
The program maintains an inflexible wage ceiling over the heads of 
all beneficiaries, penalizing them by loss of benefits if by their own 
efforts, they try to earn enough to meet the burdensome costs of age 
and infirmity. And to compound the injustice, it limits the person 
who is getting a minimum benefit to the same amount of outside 
income as the person who is getting a maximum benefit. It says 
to the man or woman who is getting a benefit of $25 a month that he 
will lose even that pittance if, by his own efforts, he earns more than 
$75 a month; and it imposes exactly the same wage ceiling on the 
man or woman who is getting a maximum benefit of $85 a month. 

Thus it discriminates against the lower-bracket beneficiaries in 
favor of the beneficiaries in the higher brackets. Then, with a final 
touch of irony it provides benefits without reservation to the man 
or woman with income from investments, or from their own businesses, 
if they make no substantial contribution. I recognize that H. R. 719 
proposes to increase benefits and change the method of computing 
penalties for exceeding the earnings ceiling. It does not, however, 
deal with this basic inequity in the formula. 
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Let me illustrate. Here is John Jones. He is a laborer. He has 
been paving into the social security system since 1937. He has not 
reached age 65. Since his earnings were low and uneven, his benetit 
is the minimum—$25 a month—which the present bill would raise 
to $30. Obviously he cannot live on that sum. Being a elf respectil vy 
self-reliant citizen, he tries to supplement it’ by working. But now 
he wage cell ng boxes him in, Although he gets the minimum bene- 
fit of $25 or $380 a month, he is limited to the same amount of outside 
earnings as the man who gets a maximum benefit, which this bill would 
raise to SLO8 a month. Obviously, his need for suppleme ntary mcome 
is greater, and his opportunity to prov ide for his old age by anyth ng 
but continued work has been infinitely less. Yet the law now im 
poses the same wage ceiling on him that it imposes on the individual 
eligible for the maximum benefit. Could anything be more unfair? 

Let us see what this does to John Jones, the minimum beneficiary, 
and Bill Smith, a maximum beneficiary, in terms of annual income 
under the proposed bill. 

John Jones, with a benefit of $30 a month, will be permitted to re 
ceive in benefits, plus outside earnings, a total of $1.360 a year, with 
out being penalized by loss of benefits. 

His neighbor, Bill Smith, who may well 
the system than Jones, (and possibly les ) can recelve, 1n benefits and 


have paid no more into 


‘ 


outside earnings almost $2,500 a year without being deprived of bene 
fits, or about $1,000 a year more. If they are both married and their 
wives have attained age 65, Smith the maximum benefic! ry, will be 
able to enjoy an income from benefits plus earnings almost twice as 
large as Jones or 82.944 a compared with $1,540. 

W hat is the reasoning behind this? How can it be justifie |? 

If Jones is to be limited to a benefit that is smaller than he would 


lie charge, surely he hould hot be shackled to penury by 


vet as a pul 
his own Government through the imposition of the same ceiling on his 
outside earnings that is imposed on maximum beneficiaries. Surely if 
he has the will and capacity to earn his own Way in his old age, the 
Government of the United States should not penalize him for doing 
so. Ift here must bea wage celling in this act, surely it should be suf 
ficiently flexible so that the man getting a low benefit can have an 
income at least equal to that of the maximum beneficiary, if he chooses 
and Is able to go out and earn 1t. It would cost the Government 
nothing to prov ide a flexible wage ceiling. 

It is with that objective that 1 have introduced H. R. 8592. I com 
mend it to your attention, gentlemen, and I urge you to give it care 
ful study. I accept—reluctantly, I may say—your view that it is not 
feasible to remove the wage ceiling in the act at this time, and I 
acquiesce in the slightly increased ceiling provided for in H. R. 7199. 
H. R. 8592 further incorporates the formula for deductions embodied 
in H. R. 7199, that is, it would provide for computation of outside 
earnings on an annual basis, with deductions being made retroactively 
where earnings exceeded the maximum allowed. However. instead 
of limiting outside earnings to $1,000 a year, H. R. 8592 would permit 
a beneficiary to earn the difference between his benefit and the maxi 
mum benefit payable under the law, plus $1,000 a year, without loss 
of benefits. 
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For the average beneficiary receiving $50 a month, this would mean 
that he would be permitted to earn $1,420, instead of $1,000 a year 
without loss of benefits, for a total income of $2,.02( . 

Incidentally, I have been discussing’ the effect of the law on eldet ly 
breadwinners. But let me remind you that the inflexible wage ceiling 
operates with equal harshness and injustice against young \ dow 
with dependent children. If they cannot make ends meet, and are 
obliged to go to work in order to raise their children properly, they 
are also pinned under the same unyielding wage ceiling provisions. 
Surely she, like the elderly beneficiary, should be at least pe rmitted 
to equalize her income through her own efforts with that of the 
maximum beneficiary, regardless of what her deceased husband’s 
earnings, and therefore his benefit, may have been. 

Frankly, ventlemen, it seems to me this is a himum concession 
to equity under this program. I urge you to study it and incorporate 
it in the bill before you. 

Let me now turn to another injustice in our social-security program 


) 


on which the present nll is silent. ‘This is the proy ision under which 


aman who continues at work after he reaches age 65, continues to be 
taxed for social security purposes, even tho oh his contributions to 
the system do not result in one red cent in extra benefits when he 
finally retires. 

Here the program not o1 ly does not help t] t aged: it turns around 
and bites them. There are almost 2 million persons presently qual 
fied to receive social secur tv who must forego it because they cannot 
live on the benefits and have no income except in the sweat of then 
brows. Many of this group are widows, with 
most of them are people well past 65. They continue to be taxed 
every paycheck for benefits they may never receive. 

And when they do retire, they do not receive one added cent. for 


] } LL; ] . 
qaependent en lk ren: but 


their added contributions to the syste l. (oa n, gentlemen. how can 
we justify such a program ¢ 

Surely. if these old folk i in the oreat a cl best trad tio} of elf 
reliant ‘Americans. choos to remain onintully at vork rather that 
becon a burden to f] mselves, thei ehildr or the State, we should 


encourage them: we should applaud them: we should reward them 

As it is, however, we penalize them. What thinking, what phil 
ophy, can le behind suc] a S\ stem ¢ Who co tld take satisfaction n it, 
except only those \ ho want to see every eltizen cl pendent upon the 
State, and if old. dependent on it for a mere pittance ¢ 

Gentlemen. if the wag ceiling cannot he remoy d at age bo, then 
surely it should be removed at age 10, Let us at least recognize the 
Biblical fourseore vears al ad ten as a proper al d le Vltimate time at 
which to lift this harsh provision in the law. And let us further re 


ward rather than penalize those who, by continuing at work past the 
retirement age of 65, continue also to build up the trust fund through 
their contributions. Let us see to it that their added contributions 
result in added benefits. even though the increase is a modest one, 
when they finally do retire. H. R. 8491 is designed to accomplish these 
highly desirable and, in fact, essential object ves, Mr. Chairmat 

It would permit a Z-percent increase in benefits for each yeal after 
age 65 that the worker continued in covered employment up to age 70. 
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In other words, it would provide an incentive in the form of a possible 
overall increase in benefits of 10 percent for the worker—and also for 
his survivors and dependents, a remains gainfully at work up to 
age 70. At age 70, the wage ceiling would be removed, so that he 
could retire, or, if able and willing, continue gainfully at work. If 
he continued in the labor force, he would, of course, still continue to 
contribute to the social-security fund, but he would not receive any 
added benefits for his contribution. He would, however, be eligible to 
receive his benefits, regardless of his outside earnings. 

Here again, gentlemen, are minimum steps which we can and 
should take as we grope our way toward equity and. justice in this 
program. The cost would be negligible. While benefits would be 
increased fer those who remained at work until age 70, the years left 
to them, in which to enjoy the fruits of their labors from the social- 
security system would be measurably diminished. It is possible that 
the program would cost nothing. In any event, it would be justified 
a thousand times over in the restoration of morale it would afford 
to our senior citizens. Like all of us, they want to live out their 

ars in dignity and self-respect. They want to feel they are pulling 
thei “ir own economic weight. They do not want to be wards of any 
government—not even the United States Government. They are 
self-reliant Americans. We should see to it that the law meets 
them at least halfway. 

Mr. Chairman and members of the committee, I respectfully urge 
that you give consideration to these two bills in your study and 
consideration of the overall bill, H. R. 7199, for incorporation in 
that measure. 

Thank you for your time. 

The CHarrman. Congressman Ostertag, that is a very, very fine 
statement, and we appreciate your contribution and suggestions. 
I might say that with regard to this Menit to the earning power after 
they are 65, I made a fight in the last Congress to increase the ceiling 
to $100. 

Finally, it was compromised at $75, and one columnist in writing 
about that said that it was a case of economic illiteracy not to let 
the people go out and earn and produce for the benefit of the country. 

Wethank you. Are there any questions? 

Mr. Curris of Nebraska. I just wanted to say Mr. Ostertag’s con- 
tribution to social security has always been very good. I think he 
has been most helpful to this committee. 

Mr. Osrertac. Thank you, Mr. Curtis. 

The CuHatrman. The next witness is the Honorable Gordon L. 
McDonough, of California. 


STATEMENT OF HON. GORDON L. McDONOUGH, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. McDonoveu. Mr. Chairman, the purpose of the amendment 
proposed in H. R. 8723, which I introduced, is to provide that all 
Gold Star Mothers who are widows who fail to qualify for the 
social-security benefits paid for by their sons who were killed in 
service, previous to the time their sons entered the Armed Forces; 
and who were 50 years of age at the time of their sons’ death, or 
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who were eligible by age but failed to qualify before July 1, 1951, 
the deadline date as provided for in Public Law 734, section 217 (c), 
Sist Congress; and who at that time were not solely dependent upon 
their sons for support, shall receive all social-security benstita to which 
they may be entitled because of the coverage which had been estab- 
lished by their sons. 

It is my purpose in submitting this amendment to the Social Secu- 
rity Act to relieve the hardship and suffering which has come to my 
attention as a result of many Gold Star Mothers who failed to qualify 
for benefits under the terms of the present Social Security Act, and 
who, in my opinion, are abundantly entitled to this consideration. 

I am informed that no similar amendment has been proposed, and 
I sincerely appeal to this committee to give this amendment their 
sincere and sympathetic consideration. 

The Cuatrman. We thank you for your statement, Mr. McDonough 

Mr. McDonovuen. Thank you, Mr. Chairman. 

The CuatrmMan. The next witness is Hon. John B. Bennett of 
Michigan. Congressman Bennett, we welcome you here and are very 
happy to have you before us. 


STATEMENT OF HON. JOHN B. BENNETT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Bennett. Thank you, Mr. Chairman. 

I have two proposals to amend the present law which are necessary 
to take care of two situations in our ct: ite of Michigan that cannot be 
taken care of in any other way. 

The first is H. R. 8415. In Michigan court reporters are officers of 
the court. Some of them have their duties confined to one county, or 
a part of one county, while in other areas of the State a judicial circuit 
is composed of several counties, up to 4 or 5 or 6. Under Michigan law 
the salaries of the court reporters are paid partly by the State and 
partly by each of the counties that happens to be included in the 
judicial circuit. 

The basic Michigan law that authorized court reporters said that 
they were officers of the court. As officers of the court they were not 
employees of any particular county. They were not employees of 
the State. They ve their directions and take their directions fron 
the circuit judge of the circuit in which they work. 

After the 1951 amendments the Michigan Legislature sought to 
make circuit court stenographers eligible by passing an act which said 
for purposes of the social-security law circuit court stenographers 
were employees of any one of the counties that they happened to be 
working in. However, that did not solve any po lem because the 
Social Security Administrator has held that in spite of the fact that 
our legislature hs is said that the ov could be considered e mployees of the 
county for social-security purposes he has said that they must be 
employees within the common-law definition of an employee, which 
of course means that the employer must be the county. 

The employer must have the right to hire and fire or he must have 
the right to give direction to the work of the particular individual. 
Therefore, he has said that under the present law an employee to be 
eligible must be an employee for all purposes. Since that is not 
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feasible or possible under the arrangement we have in Michigan—I 
do not know how it would affect other States the only way that these 
people can be taken out of this nebulous uncertain category that they 
are in is by this amendment. 

‘] hey are neither State em] rlovees, the “vy are not county emp loyees, 
and so they have no emp iaeer who could assume the employer- 
employee relationship. Thus, 1 hope that the committee will see fit 
to approve this amendment which simply would correct the situation 
and authorize the Social Secu ity Administrator to include this group 
of employees. 

Mr. Mason. As self-employed or as employed by the county or 
state / 

Mr. Bennerr. As employees of any one of the counties in the judicial 
circuit in which they are working. 

Mr. Mason. If they are ina nebulous state, as they seem to be in 
Mi higan, the easiest and simplest way to solve that problem Is to 
( lassify them is self employe l. 

Mr. Bi NNETT. Howe ver, they are not acti a self emp loved because 
they are officers of the court. They are subject to the jurisdiction and 
orders of the ecireuit court. Then salary Is xed 1 '\ law. They are 
not im any sense of he word elf-emp loved people except maybe in 
respect to the work they do in “sing ling transcripts. 


Mr. M asc N. Yet you Sily the are not erp nie a ae have ho 
employer. They have vari an eens and therefo it is very diffi 
cult to classify them. 

Mr. Bennerr. That is right. The only way to correct it is to say 


they mieey be for the purpose of this act considered emplovees of iny 
one of the counties for whom they work, 

Mr. Kean. Under the law that Michigan passed saying that they 
could be col sidered emplovees, part of the tax would h: ive bee ! 1 pal | by 
the county ¢ 

Mr. BEN? ETT. Yes, and it still would be. 

Mr. Kean. It was turned down by the Social Security Administra 
tion. The emplove rs’ share would have been paid by the county / 

Mr. Bennerr. Yes 

Mr. Houmes. Congressman, do vou know of any other categories 
of people in a similar situation? ; 

Mr. Bennetr. No, I do not. We do not have any in Michigan that 
I know of. 

Mr. Hotmrs. When Michigan paid their share of this social-security 
tax, how did they identify them ? In what jurisdiction did they 
dentify—on a county basis. or upon a district basis? 

Mr. Bennerr. They have not been included because the attorney 
general of Michigan and the Social Security Administration have both 
said that they were not eligible under the provisions of the present law. 

Mr. Houmers. Third, does Michigan have any retirement system 
extended to these people on a State basis ? 

Mr. Bennerr. No, they do not, because they are not State employees. 
They are not county employees under the present law and so there 
is not any way they can come in. They are not under the State plan. 
Some of them m: ivy be under some county plans—I am not sure of that— 
but by and large these peop le are not covered at all. 
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Mr. Houtmes. Would that be true in all States of the same cates 
ot people ¢ 

Mr. Bennetr. I would think so. I am not teo familiar with 
the situation would be in other State Phe proble \ oan arise 
primarily because we have under our statute describe ( 3 4 
of the court and other States may not have that ciesi¢ itior If t 
do not I asume that they could « ome In. 

Mr. Houmes. Suppose they were removed fi the 
gory as oflicers of the court. \ hat cifterel ould that 1 

Mr. Bennett. I think that would cure the situation althoug 
would create a lot of oth - } re blen s because the court reporter or 
stenographer must necessarily be subject to the jurisdiction of 
circuit judge in the same fashion as lawyers re ce o ated as oflicers 
of the court and responsible to the court. If that were rep 
would create other problen s at the State level. so the eoislature 
ought to correct it b: passine a law saving that for social-secu \ 
purposes these fellows could be cons lere ( nlovec of inv count 
but that did not satisfy the Social Security Admin tr: tor beca 
he says, and I think properly, that under the present Social S 


Act an employee must be a common law empl vee. 
Mr. Cooper. Mr. Chairman. 
The CuHatrman. Mr. Cooper will inquire 


Mr. Coorrer. Mr. Bennett, let me ask you a question for informatior 
‘These court reporters that you are interested in here, who pavs them ? 

Mr. Bennett. The State of Michigan pavs a part of their salary 
and each of the cameo, if there = ] oO) . tl i 4 e county I 
judicial circuit, pays the remaining part of their salaries. : 

Mr. Cooper. Is that all the compensation thev receive ¢ 

Mr. BENNETT. No, I think in most cases a reporter paid for 


transcripts. Ifa lawyer or a htigant orders iLtranseript of 
mony of course they would have to pay the reporter for that. That is 

1 speci: . operation. 

Mr. ‘OOPER. That is the reason I nquired I would ssume, 
oaaaee he is paid part of his compensation ; 
county, yet for the transcript that he furnishes to litigants or to 
attorneys for litigants he charges for that and receives that compet 
sation in addition to his salary. 

Mr. BENNETT. Yes, sir: I think that is true. In that connection a 
case arose, I believe in Wisconsin, where a circuit court stenog 
sought coverage under the present act asa self emploved person based 
upon the income he received from litigants and their attorneys in the 
prepar: ation of tr: = and again the Social Security Adminis 
tration, and I think also the Commissioner of Internal Revenue, said 
that he was subject to the jurisdiction of the court, that his salary for 
the principal part of his work was paid either by the State or by 
the county or both, and conseque ntlv he could not be regarded as a 
sel f- employed person so he is out on that basis as well. 

The Cuatrman. Would you like to have this bill, H. R. 8415, made 
a part of the record ? 

Mr. Bennett. Yes, I would, Mr. Chairman. 

The CHatrmMan. Without objection it is so ordered. 

(H. R. 8415 follows:) 


pher 
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{H. R. 8415, 838d Cong., 2d sess.) 


A BILL To amend the Social Security Act to provide that, for the purposes of the agree 
ment entered into with the State of Michigan pursuant to section 218 of such Act, 
circuit court stenographers shall be deemed to be employees of the counties which pay 
their salaries 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 218 of the Social Security Act 
(relating to voluntary agreements for coverage of State and local employees) is 
amended by adding at the end thereof the following new subsection: 


“CIRCUIT COURT STENOGRAPHERS IN MICHIGAN 


“(n) For the purposes of the agreement entered into with the State of Michi- 
gan pursuant to this section, a circuit court stenographer appointed pursuant to 
the provisions of Act Numbered 1838 of the Public Acts of 1897 of the State of 
Michigan, entitled ‘An Act to provide for the appointment and to fix the term 
of office, duties, and compensation of circuit court stenographers in the State of 
Michigan,’ shall be deemed for the purposes of subsection (b) (5) to be perform- 
ing service as an officer or employee of each of the counties which pays any 
portion of his remuneration or salary.” 

Sec. 2. (a) The amendment made by the first section of this Act shall be 
effective with respect to services performed on and after the first day of the 
first calendar quarter following the quarter in which this Act is enacted, or, 
in the case of any county, with respect to services performed on and after such 
earlier date as the State of Michigan may designate, but in no event earlier than 
the date on which the agreement entered into with the State of Michigan 
pursuant to section 218 of the Social Security Act was made applicable to 
services performed by employees of such county. 

(b) In any case where the amendment made by the first section of this Act 
is made effective for any period before the first day of the first calendar quarter 
which begins after the quarter in which this Act is enacted, the contributions 
required pursuant to section 218 (e) of the Social Security Act with respect to 
services performed during such period shall be made without interest 

Mr. Knox. Mr. Chairman. 

The CnarrmMan. Mr. Knox will inquire. 

Mr. Knox. Mr. Bennett, this question of course is one that has been 
rather disturbing and inasmuch as the State of Michigan sets the 
salary of the court stenographers and then the salary is distributed 
through the several counties which combine the entire judicial circuit, 
it would seem to me that the State of Michigan itself would be respon- 
sible for their contribution and coverage as far as the court steno- 
graphers are concerned because they do definitely set the salary of the 
court stenographer ; is that not true? 

Mr. Bennett. I think that is true. I think the State does fix the 
salary and I think it also provides the share that each county shall 
pay, but it would be impractical to provide for court reporters under a 
State plan. In fact, it is not only impractical; it is impossible under 
the present law because they are not State employees. 

Mr. Knox. I know they are not State employees; they are employ- 
ees of the judicial circuit in which they are employed and, of course, 
the circuit judge is the employer 

He selects his own court stenographer. 

Mr. Bennett. No; the governor appoints the circuit court steno- 
grapher upon the recommendation of the circuit judge, Therefore you 
have him appointed by the governor with part of his salary paid by 
the State, but the State as such has no control over him, and the man 
who does direct his activities and is his boss is the circuit judge who 
does not pay any part of his salary, and you have him being paid by 
each of the counties in which he operates. 
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It is a very unusual type of relationship and cannot be adapted to 
the social security law in any other way, I do not believe, except in 
the manner suggested here. 

Mr. Utr. Mr. Chairman. 

The Cuarman. Mr. Utt. 

Mr. Urr. With respect to the court stenographers, Congressman, 
is it not a fact that most of the court reporters earn considerably more 
income as self-employed by furnishing the transcripts to the litigants 
in the case and they would have to come under the system both as a 
self-employed person as well as an employee of the State or the judi- 
cial district ? 

Mr. Bennetr. They have been held not to be self-employed al 
though a part of their income that they re from transcripts is i 
a sense at least separate and apart from the salary they receive and it 
is the kind of work they do on their own anes and they are not subject 
to any control by any one in that regard. I aan | hestitate to say 
what part of their income is derived from transcripts and what part 
from salaries. I would think generally that the gerater part of their 
income is from salaries rather than transcripts. 

Mr. Urr. I know they take depositions and make a considerable 
amount of income. Is there a possibility that they are going to be 
paying social security as a self-employed Es rson earning $4,200 a year 
and also pay ing social security under $4,200 a year sala ary ¢ 

Mr. Bennerr. No; the Administrator has held that they are not 
self- employed persons even though _ of their work and part of 
their income is derived from this sour All my bill would do would 
be to authorize them to report the income they receive from any one 
of the counties that comprise the judicial circuit. 

Mr. Urtr. Thank you. 

The CHamman. You wanted to speak to both bills, did you not? 

Mr. Bennetr. Yes. I would like to direct my attention now to 
H. R. 3058. 

The CHarrMan. Yes, sil 

Mr. BennetTrT. = Chairman, H. R. 3058 also deals with a special 
problem which we have in Michigan. I do not know how extensiv 
it is in other States. I assume that there are some other States having 
similar problems, and Mr. Knox, my colleague from Michigan and 
a member of your committee, introduced a similar bill about a year 
ago which is now pending here. 

The CHAIRMAN. This problem would not fall under the provision 
that our distinguished member, John Byrnes, put here in to the record, 
taking care of some local employees of your State / 

Mr. Kran. This same problem occurs in every State. For instance, 
in New Jersey in my home county more than half the employees of 
the county are in positions covered, but are not themselves eligible, 
so it is the same thing that I was discussing the other day with Mr. 
Perkins. 

I suggested to Mr. Perkins that he look into this matter, that it 
was very important to see that these people could be covered, and I 
think what Mr. Bennett is advocating is important, but should not 
be limited to Michigan. It ought to be done for everybody. 

The CHAIRMAN. That is why I raised the question of Congressm in 
Byrnes taking care of his people 
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Mr. Kean. I gathered from what Mr. Perkins said he would look 
into it and see 1f we could put some provisions in the bill which would 
cover Mr. Bennett’s situation in Michigan as well as in New Jersey 


ind all other States. 

Mr. Esnernisrrer. The same is true in Pennsylvania. 

Mr. Benn: . I discussed this matter with the legislat ve counsel 
wd also with one of the legal people down at Social Security and 
the bill which the chairman has sponsored would not cover this 
specific type of situation because it provides for referendum and, 


under the law in Mi wan at least, and I think 10 or 12 other States 
have milag laws, state and municipal employees 1) Michigan are 
prohibited from accepting any benefits under any Federal act, so 
unless that law was repealed the various eroups in Michigan could 
not avail themselyes of the referendum privilege which you have 


provided in your bill. 


In 1951, the amendments did extend coverage to State and munici- 


pial employer > under certan ‘ond tions, but denied coverage to any 
of lose groups having a private retirement em at the t me the 
State of M higar entered into its overagt igreement W th the 
Kederal Government. 

Many county road commi on groups wert nable to d lve their 
pris ite retirement plat 1] time to be covered } the Stit ireement 
ind ll der the present act they nre thereby dey ed coverage In other 
words, at the time the State took in various hbdivisions there were 


some, among them these county road ero ps, HAVING private plans and 


} } ] 


they were not able to dissolve them in time to cre mder the ce ty 
} 
coverage in the State agreement. 
Not having bee) ible to vet in the county agreement at the time it 


Was entered into. it has been held That they were too late and oO 


even in spite of the fact that they might not dissolve or after that 
date dissolve their private plan they are still ineligible. What this 
bil | would do would be to pern t t| IS t\ | e of group to now come in 
1f they relinquish ther private plan. 

The CratrMan. Does that conclude your statement ? 

Mr. Bennett. Yes, it does. 

Mr. IK Nox. Mr. Chairman. 

The CHatrmMan. Mr. Knox. 

Mr. Knox. Mr. Chairman, I wanted to compliment the gentleman 
from Michigan, Mr. Bennett, on his appearance here this n iorning In 
bringing to us his views on the question of coverage of social security 
in these two different brackets. T had this bill, companion bill of Mr. 
Bennett’s, before the committee a year ro. The committee asked me 
rot to press for its consideration last yer ‘because it would be taken 
care of in the overall bill in the coverage a social security this year. 

It is true in some of our counties in Michigan there was a private 
plan set up of retirement. Not all of the employees participated, but 
due to the fact that the plan was set up our attorney general of Michi- 

an had ruled that the e mployees were ineligible to participate under 
the social-security provisions ; is that not correct, Mr. Bennett? 

Mr. Bennett. That is right. 

Mr. Knox. And I am rather disappointed to know the provision 
was not taken care of because I was assured a year ago that it would 
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be taken care of whe the verall bill ime before the con tte that 
provision would be tana ] ertainly am nl ype { it the cor { 
tee will consider the phieht that espe illv of the 1 ad employ I 


the State of Michig n, and, as Mr. Kean ha 1d, s State, ane 
Mr. Eberharter and others. 

I assure you, Mr. Bennett, that we will keep it for t i} 
minds and attempt to bring about the provisi of your | 
overall bill in the coverage of so il Secul 


The CHatroMa ! nted te vy that Mr. Knox di ' 


fine and able argument ¢ this propositi heretofore. Of 
the purpose of hearn = to bring out informatio oO that 
GO INTO eXecutive eSSIO t o ( rected 

hat is where the bill lt b rit i ere these 
will be made if { t y ef ve ole | 
sure youl atement a he { that of M Knox's \ | vo Lion? ay 
in bring no abe tv | to be « ( 


I presume that you would also like t ive 1 bill, H. R dd, 
inserted in the record 7 

Mr. Bennetr. Yes, sn 

The CuatrMan. W ( ( f ordered 

(IL. R. 3058 follov 


A BILL To amend the § S 1 
Pe | ’ y t 


+) 


ece I ( I ue a 

ciuded State an¢ i i empk 

Michigan 

Be it enacted by the Senate ¢ d House of Repre ! of the United S 
of America in Conyre ( led, That section 218 of the S il Secur \ 
(relating to voluntary agreements for coverage ¢ State and local emp 
amended by adding at the end thereof the fo ing! subse 

“MICHIGAN STA \ AL HI \ s 

“(m) Notwithstanding subsection (d), the agreement with the State of Mict 
igan may be modified pursuant to subsection t s to apply S ‘ 
performed by employees of a highway or road de tment or commission of the 
State, or any political subdivision thereof, to which the agreement doe 
ready apply because such services were perrformed in positions covered | ] 
tirement system on the date he agreement was made pp ible to t ‘ 
age group to which the employees belonged, if such positior e not ere ’ 
retirement system on the date the agreement is made applicable to such se f 

Sec. 2. For the purposes of section 218 (f) of the Social Se ty A ‘ g 
to effective dates of agreements the amendment made by the first sect 


this Act shall take effect as of January 1, 1951 


The Cuatrmman. Thank you very much. 

Mr. Bennerr. Thank you, Mr. Chairman 

The CHairm AN. The next scheduled witness is Mr. (reoree Mea 
but he is not appearil - However. he sent a letter to the com! tte 
which | have before me and Vi hich I WwW il] without objection insert in th 
record. 

He has designated Mr. Nelson H. Cruikshank to appear in his be 
half and presel tastatement. Mr. Meany has stated in his lette) 

Iam asking Mr. Andrew J. Biemiller, a member of the national legislative cor 
mittee of the American Federation of Labor, also to 


appear with Mi ( 
as my representative 
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We are sorry Mr. Meany cannot appear, but we are very glad to have 
these distinguished gentlemen appear. ‘There is one more paragraph 
which is of interest in the letter written me: 


We consider the proposals contained in the measure which you and two of your 
colleagues have introduced as among the most important now before the Congress, 
as they affect the security and well-being, not only of the more than 10 million 
members of unions affiliated with the Federation of Labor, but of the many mil- 
lions throughout this Nation who depend upon the product of their labor for 
their livelihood and that of their families. 


Without objection I will insert this letter from Mr. Meany in the 
record at this point. It is dated April 8, 1954. 
( The letter referred to follows :) 


AMERICAN FEDERATION OF LABOR, 
Washington, D. C., April 8, 1954. 
Hon. DANIEL A. REED, 
Chairman, Committee on Ways and Means, 
United States House of Representatives, Washington, D. C. 

DEAR CHAIRMAN REED: When the arrangements were made for the presenta- 
tion on April 9 of the position of the American Federation of Labor with respect 
to the bill amending the Social Security Act which you have introduced, it was 
my hope and intention to appear personally before your committee for this 
purpose. I regret that circumstances, arising out of even earlier commitments, 
have made this impossible. 

Ktealizing the very heavy schedule of important legislation which is before your 
committee, and appreciating your desire to complete the hearings on this 
measure at the earliest possible date, rather than ask for a change of the sched- 
uled time of my apperance, I am asking our social security director, Mr. Nelson 
Hl. Cruikshank, to appear on my behalf and present my statement. I am asking 
Mr. Andrew J. Biemiller, a member of the national legisaltive committee of the 
American Federation of Labor, also to appear with Mr. Cruikshank as my rep- 
resentative. I have discussed this proposed legislation and this statement 
with Mr. Cruikshank and Mr. Biemiller, and they are thoroughly acquainted 
with my views and with the policies of the American Federation of Labor in this 
field. I have asked them to make themselves available at the convenience of 
your committee to answer any questions which you or the members of the 
Committee on Ways and Means may wish to raise with them. 

We consider the proposals contained in the measure which you and two of your 
colleagues have introduced, as among the most important now before the Con- 
gress, as they affect the security and well-being, not only of the more than 10 
inillion members of unions affiliated with the American Federation of Labor, 
but of the many millions throughout this Nation who depend upon the product 
of their labor for their livelihood and that of their families. 

As president of the American Federation of Labor, I wish to express my ap- 
preciation to you and to the other members of your committee for the considera- 
tion that I am confident you will give to the views expressed in the statement 
which I am asking to be submitted for me. 

Sincerely yours, 
GrorGE MEANY, 
President, American Federation of Labor. 

The CuatrMan. I just wanted to say that it is with great regret 
that I have to leave on another matter and I am going to ask Mr. Kean 
to take over. There are many witnesses, and very distinguished wit- 
nesses, here this morning, and I am sorry I will not be able to be here 
unless I can return before they complete their testimony. 

Mr. Kean, will you take over? 

Mr. Kean (presiding). Proceed, Mr. Cruikshank. 
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STATEMENT OF GEORGE MEANY, PRESIDENT OF THE AMERICAN 
FEDERATION OF LABOR, PRESENTED BY NELSON H. CRUIK- 
SHANK, DIRECTOR OF SOCIAL INSURANCE ACTIVITIES, OF THE 
AMERICAN FEDERATION OF LABOR, ACCOMPANIED BY ANDREW 
J. BIEMILLER, MEMBER OF THE NATIONAL LEGISLATIVE 
COMMITTEE OF THE AMERICAN FEDERATION OF LABOR 


Mr. Crurksuank. Mr. Chairman and members of the Committee 
on Ways and Means, my name is Nelson H. Cruikshank, and I am 
director of social-insurance activities of the American Federation of 
Labor. With your pe ‘rmission, I should like to present this statement 
of Mr. George Meany, president of the Ameri can Federation of Labor, 
in support of H. R: 7199, introduced by the distinguished chairman 
of this committee, and H. R. 8288 and H. R. 8629, introduced, 1 
spectively, by Mr. Baker and Mr. Kean, both members of this 
committee. 

I am accompanied by Mr. Andrew J. Biemiller, a member of the 
national legislative committee of the American Federation of Labor, 
having responsibility for legislation relating to social security for the 
A. F. of L. 

Mr. Chairman, Mr. Meany regrets that he was not able to be here. 
He had planned and hoped to be up until late yesterday afternoon, 
and the chairman has already introduced into the record his letter in 
which he asks that I present this statement for him and indicates that 
Mr. Biemiller and I will be here at the committee’s pleasure to answer 
such questions as you may have to raise with us about it. 

With your permission I will present Mr. Me any’s statement. 

The President’s recommendations for the extension and improve- 
ment of the old-age and survivors insurance system, which are incor- 
porated in H. R. 7199, introduced by Mr. Reed, the distinguished 
chairman of this cemanicion. and in companion bills introduced by Mr. 
Baker and Mr. Kean, point the way to a measure of progress in the 
right direction, while preserving and strengthening the sound con- 
cepts inherited from the past. In our view, the most gratifying fea- 
ture of those recommendations lies in the fact that they contain a 
strong reaffirmation and endorsement of the vital principles upon 
which our social-insurance system is based. 

In recent months, those principles have been made the object of 
an organized campaign of attack, seeking to discredit the whole idea 
of social insurance and to supplant the existing system with a so-called 
pay-as-you-go plan having the characteristics of a dole. We are con- 
vinced that, if permitted to succeed, this campaign would ultimately 
mean the destruction of social security in America. 

The recommendations of the President have served to reassure the 
millions of working people in this country, whose future welfare is so 
closely linked to the future of the old-age and survivors insurance 
system, that the system is safe in the hands of a new regime. For the 
President’s program constitutes, first and foremost, a flat and un- 
equivocal repudiation of the slanders and schemes advanced by the 
enemies of social security. 

We regard it as a great and well-earned tribute to the handiwork 
of those who brought our old-age and survivors insurance system into 
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being. which, of course, includes dist nguished Members of Congress 
many of whom are members of this committee; that this adiministi 
tion after long, careful, and critical study should have so strongly re 
flirmed the princi} les of the existing systeni as the basis of its policy 
the social-security field. 
Specifically, the President has endorsed the principle of contribu 
tory social insurance under which benefits are earned as a matter of 
rig it. rather than of chat vy of largess, and whereby the dignity of the \ 
dividual person is pre erved. He has endorsed the principle that 
lit ould be related to and based up past earnings and em 
ployment, and fu by jomt employer-employee contributio ( 
lf istaining 1 ad, adequate te Liat the | o-term integrity of 
the program. And he ha Ned for the preservation of the vital el 
ment of trust in the old-age and survivors insurance trust fund. 
\s its enemies well know, social security in this country, where the 
oncepts of individual dignity, responsibility, and self-respect co 
rso mu could not I Oo iy ve the abandonment of those p1 ne 
ple We are rea ired and erat hed to see them restated and r | 
empl asized now, 1n the recommendations that the President has sul 
tted to the Congress. 
In subm tting the views and recommendation of the Americal 
Federation of Labor, I shall deal first with the question of the ex 
( or coverage under the old age and survivors Insurance syste LO 
el iplovyments not now covered. The President’s cove rage recommenda 
tions, as set forth in H. R. 7199, are in full accord with the position 
of the American Federation of Labor ina resolution adopted by unan 


mous action of our last convention, in September 1953. 

| ne p rovisions referred to in this resolution have been in Or} oruated 
nto H. R. 7199 to bring about the extension of coverage called for 
1) the P resident’ S prog! wm. These provisions are the product of a 
study carried out by a ee ae to the Secretary of He alth. 


Education, and Welfare last ye: The me mb rs} hip of this group was 
broadly representative, inc hedine representatives of industry, private 
inks and insurance companies, public-welfare organizations, farn 


organizations, and labor. 

These coverage proposals are technically and administratively feasi 
e and SOC! lly and economically desirable. We are aware that tl Ley 
io not provide universal coverage, in that there Pa ho proposal to 
amaloeamate the retirement system for emp lovees ot » Federal Gov 


ernment with social sec urity. 
N 


or is there any prov ision for combining the special system now in 
effect for railway workers = OASI. We believe it is to the ad 
vantage of workers in these categories of emp sloyme nt, for which the 
Federal Government has : eat recognized special responsibility, as 
well as in the public interest, to 1e °P these systems separate. 

Representatives of the American Federation of State, C ounty, and 
Municipal Employees, and of a etal Federation of Teachers. 
both affiliated with the A. F. of L.. are presenting their views in sup- 
port of the sections of this bill providing for extension of basic pro 
tection of OASI to employees of State and local governments. Weare 
in thorough agreement with their position, and urge the adoption of 
section 101 (1) in its entirety. 
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We are also in agreement with the mandatory exclusion of service it 
any policeman’s or fireman’s — as set forth in paragraph (5 
of subsection (i) and supported by the International Association o 
Firefighters of the A. F. of L. The prov ons of the social-se 
progr am cannot meet the needs of wo rke rs in these ty pes of employn ent 


because of the very special qualifications required by the nature of 
their jobs. 

Lhe provision for the dropout of th 4 years of lowest earnings of 
a simple solution for many of the fet head problems that 1 
otherwise be encountered in extending coverage. It does away 


the need for any special new start provision for newly covered CLOUDS. 
and permits the retention of -” starting date now in the act. without 
detracting from the benefits earned by these hew grou} 

At the same time, it gives to . tetas already covered the advantage 
some degree of protection against any future lowering of the averagt 
monthly wage because of —— of unemployment, disability, o1 


reduced earnings. We urge the adoption of this provision. 
There are a number of provisions in H. R. 7199 which embody 
significant Improvements 1n the benefit tructure of the ol Lor 


survivors insurance system. 

Mention has been made of the 4-year dropout provision which, 
effect, permits the long-term participant in the syste to aVall himsell 
of the equivalent of the new start provisions of the bill. 


The revised benefit formula contained in section 102 appe is to 
fair and equitable. It is noted that it relates benefits more closel 
past earhnihnY’s for those with average earl os bet veen a1 
$350 a month than does the present law. This represents a port 
of an adjustment which is long past dui In 1950 the n ajOr ImMproy 
ments in the benefit formula were for the lower-paid workers. if 
we are to keep a wage related be nefit Sj) stem. W ch, ineidenta lV, 


the justification for financing benefits by payroll taxes, the benefit 
must be brought more neal ly In line with past earnings fon the hiehe 
paid workers. ‘The importance of this principle emerges also in e 


sidering the propo a] to raise the earnings base from Live ese { 


maximum of 83.600 to $4.200, as provided in this b 

The whole basis of our economy rests on the pre fit. which for 
wage earner is the wage incentive. While the rewards of this ( 
are not alwa in direct proportion to the economic contribution of 
the individual made possible by the application of skill, his labor. 


and his knowledge, they come near enough to it to convince mo 
Americans that, on the whole, the system provides a better standa1 
living than would be available under any other system. 
I know there is no desire on the part of American labor to change 


the system, and we have, thre ul rh the vears, been opposed to al \ 


suggestions of a “family wage” or of shifting income to a needs bas 
We view the old-age and survivors’ insurance system as part and 
parcel of this system, and oppose on prin iple any tenden y tow: rd 
scheme of flat benefits. 

In order to preserve the wage-related be ner structure, it is obvious 
that the maximum yearly earnings on which contributions are col- 
lected and on which benefits are based must. be high enough to include 
the total earnings of most, if not all, the workers covered under the 
system. 


45622—54———-30 





454 SOCIAL SECURITY ACT AMENDMENTS OF 1954 


When the social-security system was started, this objective was 
nearly met, as in 1938 the total earnings of all but about 6 percent of 
all the workers under the system were less than the $3,000 limit then 
in effect. 

But by 1950 some 57 percent of workers covered by OASI had yearly 
earnings above $3,000. By 1953, 61 percent of the covered workers 
were earning more than this amount. The provision of this bill to 
raise the base to $4,200 would only restore the proportion of wages 
covered to about the level of 1949. The amendments of 1950 did only 
half the job of restoring the relationship of benefits to past earnings. 
In order to cover the total earnings of the 94 percent of workers whose 
total earnings were covered in 1938, the maximum would have to be 
raised now to about $7,500. 

A much more realisti tic approach to maintaining a wage-related 
benefit structure is contained in the measure offered by two members 
of this committee, Congressmen Dingell and Eberharter, together 
with a group of their colleagues in both the House and Senate, w! oy 
provides a $6,000 maximum earnings base. I refer to H. R. 605 
and H. R. 6048. 

The following table illustrates the comparative relationship of 
benefits to average earnings in the present act and in H. R. 6034 and 


H. R. 6043: 


Illustrative primary monthly benefits in present Social Security Act compared 
with those proposed in H. R. 7199, H. R. 6034, and H, R. 6043 





y : ' a i H. R. 6034 
Under present act Under H. R. 7199 und 6043 
Average monthly wages 
) . barcant >, t 
A mou Perc it | Amount | Pe Amount | ! : 
ot wage of wage oO e 
$100 . $55 55 $A0. 00 60 $460. 50 | 
$200 70 35 78. 50 39.3 82. 50 41.3 
$300 8 28.3 98, 50 32.8 104. 50 1.8 
$400 Q5 21.3 108. Af a7.i 126. 50 1.6 
$500 R5 17 108. 50 21.7 | 148. 50 | 29.7 


! Assuming 20 years coverage. 


There are other benefit provisions of H. R. 6034 and 6043 which, 
while they go beyond the modest proposals of H. R. 7199, we feel are 
necessary to provide anything like adequate protection both to people 
retiring from active employment because of old age and to the sur- 
vivors of workers who have died. 

First, an increment of one-half of 1 percent is added to the primary 
benefit for each year the worker participates in the system. We feel 
this is justified as a matter of equity to those who have contributed 
over a period of years to the well- -being of our economy and have also 
contributed greater amounts to the trust fund through payroll deduc- 
tions. An increment factor was in the Social Security Act, but was 
removed in 1950. 

It is particularly important to maintain the concept of equity for 
the long-time contributors in view of the relatively liberal eligibility 
yrovisions made necessary when new categories of workers are brought 
into the system. 
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Second, this measure provides that, when a worker continues in 
active employment beyond the age of 65, his primary benefit be in- 
creased by an amount equal to 2 percent per year. This represents a 
delayed retirement credit in recognition of both the added contri ve. 
tions such individuals make to the system and the shorter periods 
during which they will draw benefits as compared with those who 
retire at age 65. This provision, we note, is also included in H. R. 
8491, introduced on March 22 by Representative Ostertag. 

Third, section 101 (c) (3) and section 202 (b) (1) provide for the 
inclusion of tips as wages. Since such form of remuneration is con- 
sidered as being in fact a part of the wage income for many thousands 
of workers, there is every justification for including such earnings for 
social-security purposes. We urge inclusion of these sections in 
H. R. 7199. 

Finally, this measure provides that the average monthly wage on 
which a workers’ benefits are computed be based on his best 10 con 
secutive years of covered employment. ‘The system would thus pro- 
vide that a worker could insure his proven earning capacity. It would 
enable him to disregard the declining earning power of a later years 
It would also provide a built-in factor designed to gear benefits to 
long-term w: wt increases which are a function of a denn amic economy 
such as ours, characterized by steady increases in productivity. 

Now, to return to the provisions of H. R. 7199, we wish to record our 
wholehearted support of section 103, which provides for substantial 
liberalization of the retirement test. 

The American Federation of Labor has always supported the prin- 
ciple of a retirement test, though we find that this provision is one 
which very frequently has to be explained to our members. In this 
respect, we probably find the mail from our membership quite like 
some of the mail Members of Congress receive from their constituents. 
Our educational efforts over the years have been directed to explain- 
ing that OASI is designed as insurance against the risk of wage loss, 
and that participants cannot expect to collect benefits unless there is 
actually such a loss. We explain that a system providing assured 
annuities at a stated age would cost considerably more than this one 
does. 

Furthermore, a retirement test is justified as an indirect protection 
to the wage structure, a factor not always taken into account by those 
who advocate its elimination as a “liberalizing” measure. Payment 
of benefits without substantial withdrawal from the labor force could 
prove an incentive to individuals to accept substandard wages. 

It is our conviction, however, that the application of the retirement 
test should be realistic and practical. The proposal contained in this 
section, in our opinion, meets this test. By permitting annual earn- 
ings of $1,000 without any deduction, any incentive to accept sub- 
standard wages is removed, while at the same time encouragement is 
given older workers to engage in productive emp loyment commensu- 
rate with the abilities of older people. Canceling only a month’s 
benefit for each unit of $80 earned in active employment in any month 
after the allowable $1,000 also removes from the wage earner the 
disadvantage he suffers under the present act as compared to the self- 
employed. 
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There remains one major pro\ ision of H. R 7199 on which we W ish 
to comment. We refer to the proposal to preserve the insurance rights 
of individuals with extended total disability as provided in section 
106, As a minimum step toward providing protection to those pe 
sons unable to earn their livelihood because ot long-term } yhys cal 
lis ability. we approve of this proposal. 

Certainly it re on sents an Improvement over the present act, which 
includes all t ars of senerres resulting from the disability 
in the Soneneste iti of the avera wage on which benefits at age 65 
are based. We are also in sympathy with the provision that persons 
suffering from such disal ily ities be re fe rrec Co appropriate rel tbili 
fation agencies in all eases where tl — appears to he a possib litv that 
the disabled can be restored to ceca ue ‘mplovme ht. 

Beneficial as these proposals are, they still represent the barest 
minimum of protection. In 1949 this committee reported favorably 
on a bill which eml oO hed a much more courageous and CO} structive 
approach to the problem. In that vear, H. R. 6000 prov ided not o1 ly 
rehabilitation services to the totally ci sabled, | uit provi ded the pay 
ment of benefits. These provisions, howeve r, were lost in the Senate 
and in their place a program of aid through State public-assistance 
agencies was adopted. 

The 5 years’ experience with this substitute measure has demon 
strated es visdom of the House provision, as the public assistance 
approac] 1 hi as been everely restricted by residence and means te a 
by in: iuiiuale resources for restoring the disabled to gainful employ 
ment, he uneven adoption and implementation by the various Stat 
and by the understandable reluctance of many afllicted individuals 
to ap ; < for public charity. 

Provision for substantial protection against the loss of wages result 
ing from exte nded disability is also con itained in the bills t to which 
we previously referred, namely, H. R. 6034 and 6043. The protection 
afforded is subs tantially that provided in the Hous Sse-a} aeaed bill 
of 1949. Some refinements growing out of experience ca other field 
have been added, particularly an emphasis on rehabilitation, and a 
provision for an Advisory Council on Re habilitation Services and 
Disability Insurance, broadly representative of the agencies respons 
ible for administering the program, the medical profession employers, 
employees, and the disabled themselves, Eligibility standards requir 
ing recent and substantial attachment to the work force provide 
adequate safeguards against abuse. 

There can be no question concerning the need for protection against 
the risk of physical disability among working people. Income loss 
resulting from permanent extended disability is a major economic haz- 
ard to which workers are exposed. The resulting economic hardship 
to the family is frequently even greater than that created by old age 
or death. The family must not only face the loss of the breadwin- 
ners’ earnings, but must meet the costs of medical care. As a rule, 
savings and other personal resources are soon exhausted. The prob- 
lem of the disabled younger worker is particularly difficult, since there 
are likely to be voung children in the family and he has had no 
op portunity to acquire any significant savings. Social insurance pro- 
vides the only practical and adequate method of preventing depend- 
ency from income loss resulting from this cause. The Federal Gov- 
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ernment 1s now operating programs proy ading such protectiol 
emloyees of the railways and to the career Government workers. 
argument that our Government cannot soundly administer suct 
program is proven false by its success in these fields. 

It is not enough to say to the permanently and totally disabled 
worker, as does H. R. 7199 in effect, FF you can Col trive to hold body 
and soul together during your years of incapacity until you reach age 
65, we assure you payment of full retirement benefits.” 

In view of this great social need, and in w of its proven prac 
ity, we respectfully, but most ut 
corporate in the measure how | 
yf H. R. 6034 and 6045. 

Finally, we should like to pi nt our ws with respect to meeting 
the costs of this expanded program ‘he me an Federation of 
Labor has consistently held to the view ‘ Insurance sys 


vently, que [ Ommiittee 
} 
i 


ore 


tem should be soundly finance ma long rm basis. he workel 


in unions affiliated with the A. F. of have repe lly expressed 
their will honess to pay their fairs 
affords them and their families real protect 
haz rds which accompany the economu 
their lvelihood. They are not bewuiled | th cement 
called paVv-as-Vvou-go schemes as they recognize thie is dev 
culated either to hold down future benefits 
on younger workers who wil me to 
ahead. 
Che provision of H. R. 7199 to raise the tribution rate by 
half percent after 1970 may, in our opinion, pr somewhat less thi 
adequate, even for the limited liberalizations henetits prov 


i 


However, if this should prove to be the cause, t , ! long-term 


financing is not so serious but that it could be con 

We recognize, too, that the additional creases benefits and the 
addition of disability protection would add to the Sts. ilowever, the 
proposed extension of coverage and the waa base maximum of $6.00 
which we advocate, would provide savings to the system. We estimate 
the net increased level-premium cost of the proposals we have recom 
mended would be not more than 2 oe - pavroll. Accord nely, 
we rec agg d that the contribution rate sed by the one-half per- 
cent, to » paid by both emp re ver an d employee at the time the lib 
aheioe we recommend go into effect, and that a similar 1 percent 
increase be added to each of the scheduled step-ups provided in the 
present act. 

We further recommend that section 201 of the Social Security Act 
be strenothened in its purpose of maintai ning the soundness of the 
trust fund by providing that, prior to each scheduled stepup in the 
contribution rate, an advisory council, broadly representative of em 
ployers. employees, and the self oe covered by the act be con 
vened for the purpose of reviewing both the adequac vy of benefits in 
terms of current economic conditions and the status of the fund in 
relation to the long-term commitments of the program. 

Such advisory council should, by statutory authority, have made 
available actuarial and other pertinent data prepared by the Depart- 
ment of Health, Education, peat Welfare, and should have authority 
to engage nongovernment: al technical assistance, including actuarial 
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services as necessary. The council should report its findings and 
recommendations, including recommendations for changes in the 
contribution rate to the Secretary of the board of trustees and the 
board should be required to include the recommendations of the council 
in its annual report to the Congress (required by subsec. 201 (b) (2) ) 
in the March preceding each scheduled rate increase. 

In summary, while we urge the adoption of H. R. 7199, as it repre- 
sents a significant improvement aa strengthening of the social- 
security program and contains no elements that are harmful to the 
basic structure of the system, we very much hope that the deficiencies 
and shortcomings of this measure will be corrected in the bill finally 
reported out by this committee. We particularly urge the broadening 
of the program to include protection against disability. 

We submit that the additions to the provisions of this bill which 
we have offered are essential and necessary to a social-security system 
worthy of a great and powerful nation in a position of world leader- 
ship in the struggle of free nations against the dark forces of reaction 
and totalitarianism. Its adoption would do much to convince free 
men the world over of the respect in which we hold the individual by 
the aid it affords his efforts to labor, to produce, and to support his 
family in decency, dignity, and security. 

Gentlemen, that ends the statement of President Meany and we 
appreciate the opportunity you have afforded us to present it on his 
behalf. 

Mr. Kean. Mr. Cruikshank, I would like to ask one question. You 
state down at the bottom of page 5, and I thoroughly agree with your 
position, that the social-insurance system should be soundly financed 
on a long-term basis. Yet as I read the top of page 6, though you 
state that the net increase would be 2 percent of the cost in what you 
recommend, you are only suggesting that the contribution rate be 
raised by one-half of one percent to be paid by both the employer 
and employee. What about the other 1 percent ? 

Mr. CrurksHANK. We are recommending for only the relatively 
short interim period between the adoption of these proposals and the 
next scheduled stepup. Beginning with the next scheduled, stepup 
we would recommend the additional 1 percent by both employer and 
employee. 

Mr. Kran. Why not the 1 percent right now if it is going to cost 
that? I do not say that you are trying to fool the people, but it sounds 
like you are not calling attention to the people of the full cost of 
your program. 

Mr. CRUIKSHANK. Only because we would recommend that the 
scheduled setup would be included in the act, a revision of the section 
of the act which now schedules them, as you recall, a total of 4 percent, 
5 percent, 6 percent, and 614 percent that that would also be amended 
so that the law would clearly state that the additional stepups are to 
be added to the schedule. I do not think it is precisely clear there 
what we are recommending. We are not recommending that we wait 
to make those scheduled stepups, but that it be incorporated in the 
bill now so that everybody would know. I think your point is very 
well taken, that they would know there was a long-term additional 
cost. Then also that needs to be taken in relationship to our sug- 
gestion that this be reviewed every 5 years. 
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It may be and in fact we do think that the whole 2 percent is perhaps 
slightly overfinancing the program. We are willing to do that to 
gether with a periodic review by competent technicians. 

Mr. Kean. You know, from past history and even from the history 
of the last few months, that there is considerable agitation every time 
this tax goes up. It seems to me that if the people want these benefits 
that would be provided through the disability insurance the time to 
raise that tax to what it is actually going to cost is at the same time 
they are going to get it. It seems to me that for you to postpone 
the increase until some future time when you might have attempts 
like the past amendments by the Senate and the attempts by some 
groups to maintain the present rate this time, you are running into 
some danger, if you do not put the increase in right at this moment 

Are there any questions ¢ 

Mr. Mitts. Mr. Chairman, I had at least one question. 

Mr. Kran. Mr. Mills. 

Mr. Mit1s. When witnesses were here, Mr. Cruikshank, yesterday, 
I believe representing policemen and firemen, I was not present. I] 
could not question them as I hoped that I might. I notice that in 
Mr. Meany’s statement which you read that you agree with the pro 
visions of the bill that no opportunity should be given policemen and 
firemen to vote on the question of whether they should come under the 
social-security program. That is correct, is it not? 

Mr. CrurKsHANK. Yes, sir. 

Mr. Mrits. How can we reconcile a proposal to exclude policemen 
and firemen from the opportunity even of expressing a desire one way 
or the other with respect to social security and propose to take in 
all of the professional people on a compulsory basis without eve 
giving them an opportunity of expressing a preference? It seems to 
me that there are very few occupations that are more hazardous than 
that of the policemen or firemen, and as I understand many of theit 
retirement programs at present do not provide survivors’ benefits or 
at least sufficient ones. If we are to sell doctors on the idea of joining 
in the social-security program for the benefit of obtaining the sur- 
vivorship program under OASI why cannot we also sell firemen and 
policemen on the idea of participating in social security in order to 
obtain the survivorship benefits ? 

Mr. CrurKsHank. Congressman Mills, they have expressed them 
selves through their organizations with almost unanimity on this 
point now. They feel that their retirement systems are more suited 
to the particular needs of their occupations calling for early retirement 
and other special provisions that are a part thereof, and they, through 
their organizations have expressed the position that they do not want 
the question raised again all over the country. 

Mr. Mitts. What disturbs me is the position that I am in as a 
member of the committee or as a Member of Congress in acquiescing 
in the desires of one group and not acquiescing in the desires of all 
groups who do not want to be included under social security. I think 
we place ourselves in a most untenable position, if we permit police- 
men and firemen to be excluded from social security or even the op- 
portunity of passing judgment upon whether they should come under 
social security and include doctors, lawyers, dentists, and so on, when 
their organizations may have expressed a desire that they not be 
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placed under social security. I think the only way we can justify 
our po ition is to be for all of them to come under or to be in favor of 
excluding all those who do not want to come uncer for one reason or 
another. I speak merely as a member of the committee faced with 
the problem of trying to reconcile my vote one way with reference 
to one group and another way with reference to another group as has 
been proposed, 

Mr. CrurksHank. We point this particular difference: That the 
LTOUPS 1 nder discussion have built for themselves already the retire- 
ment systems which they feel meet the particularly physical qualifica- 

on requirements of their jobs, whereas the professional groups have 

There is that distinction between the basis of the choice on which the 
two groups express their point of view. 

Mr. MILLs. [I am not attempting to embarrass anvone 
tion. but I su pect as I stated before in the reeord. that the basie 


reason why policemen and firemen are reported not to want to 


under soci ul security or have the opportul ity of comme ul der it at 


by my ques 


all is because they retire at 50 or 55 vears of age ind that when they 
retire they will Se k employ ment as an employee or aS a Sf lf employed 
person in social security and get the benefits anyway, and by deliber 
itely excluding them, as the bill proposes, we are not keeping them 
from the benefits of social security; we are just preventing them 
from having to pay the tax perhaps at an earlier date. Is there any 
t| ine to that ? 

Mr. CrurksHank. That phase of it has not come to my attention, 
Mr. Mills. 

Mr. MILLs. | am try ng to justify a reason for placing firemet and 
policemen in the same position as the teachers in my State. We will 
“lve them an opportunity to vote on this matter. I think the police- 
men and firemen at least IT understand in my own State where they 
have retirement systems—would like the same opportunity of voting 
one Wey or the other, and I wanted to vet some support if I could from 
sol ebody that they ought to have that opportunity to vote. 

Mr. Crurksnank. I am sorry that you were not able to be present 
vesterday when Mr. Richardson presented the position of the Ameri- 
can Association Fire Fighters, I believe. I believe it is in the record. 

Mr. Miuus. We had a very important session on the floor of the 
House and T had to be there. 

Mr. CrvutKsHANK. We appreciate that. 

Mr. MILs. Let me change this questioning just a little. IT under- 
stand that possibly some witnesses may appear before the committee 
before we complete the hearings who will advocate placing the entire 
social-security program on a pay-as-you-go basis. Do you have any 
views on that point ? 

Mr. CrurksHank. Sir, we believe that that is illusory, that any re- 
tirement system or any system which provides for retirement as one of 
its basic elements should be on a long-term funded system. Other- 
wise, you place an undue burden on the younger people who are now 
just coming into the system and will be carrying the whole burden of 
the people retiring in the years ahead. 







































SOCIAL SECI 


RITY ACT AMENDMENTS OF 1954 161 


Private pension plans, for example, I ake the basis for lor v-tern 

funding. In fact, most business orianizations recommend to then 
constituents that they not go on a pay-as-vou-gX that they go on a 
funded basis, as a much sounder method of financing, so that the ay 


proach of having an increment or in the early years of the system brit 
ing in more than vou currently pay out makes it possible for the 
people who are to be paving the r share in the future vears not to be 
burdened with an excessively high cost 

Mr. Mirus. Would there be as much assurance to those participat 
ing in the fund under a pay-as-you-go system of receiving benefits 
as under the present sy stem ¢ 

Mr. CrurksHAnk. No, we do not think so, Mr. Mills, because ther 
vou would have to have an annual appropriation of funds. You would 
have to have almost an annual arrangement for raising the funds. 
and the fact that there is a trust fund to which the parti Ipants have 
contributed creates an element of equity through Pp irtic pation in the 
fund which lavs an obligation on the Government to pay the benefits 
that are provided in the program. . 

Mr. Mitts. It has been su 


covered under Sor ink secur 


voested also that all those who are not nov 
tv he blanketed In even though they are 
65 and older SO that t] e\ would receive benefits fron the progran 
Do you have any particular views on that matter? 

Mr. CrurksHank. Yes. sir. We do not wish to make life harder for 
any of these people who have been left out of the svstem for various 
reasons in the years past. We feel, however, that an orderly absorp 


tion of that group is the proper way to approach it. 


We think that this bill approaches it on that basis Even under 
present program there are already 3,000 people per day on the average 
that are becoming eligible for old-age and survivors insurance benefits 
In the not too distant future the vast proportion of those even unde 


the present program will he absorbed and we fee that in orderly 
extension of the insurance approach is the proper method of taki 
care of these people. 

When vou come to just a blanketing in of people who do not have 


a past earnings record and a record of parti Ipation in the system, vou 


are confronted with a number of problems: First. on what standard 
or basis do vou coive them benefits? 

You abandon under such an approach a needs bas In prit ciple 
we are in favor of getting awav from a needs basis and establishing the 
insurance basis of meeting their requirements, but for those who 


have participated and have not built up any record of participation or 
contribution into the system, if you abandon the needs basis and at 
the same time vou have no other arbitrary standard of participation, 
then the question is: Do you pay it to millionnaires? Do vou pay 
it to the well-to-do? Do vou give it to evervbodvy. includine the well 
to-do, and if so. at what level and what amount’? Those are verv crit 
ical and difficult questions arise with no basis or no standard to 
determine the amount. 

If these people also are immediately blanketed in there arises a 
question of equity as to paving people benefits who have not made 
even a token participation in the system and the source of the funds 
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Is it morally justified to take the funds that have been built up out 
of contributions of employers and employees and pay out of that fund 
to people who have not participated in the system at all? 

If we proceed with our public-assistance program allowing the 
needs of these people to be met until such time as their orderly trans- 
fer to the insurance system takes place it will take a few years, but 
we think it is the more sensible, sound, and equitable method of meet- 
ing this problem. 

Mr. Mitts. Do you, Mr. Cruikshank, think that the bill is liberal 
enough with respect to the eligibility test for those who are to come 
under the program January 1, 1955? 

Mr. CrurksHank. Sir, | do not see how you could make it any less 
astandard. I think it is an equitable basis for bringing them in with 
this minimum number of quarters of coverage which are required. 

Mr. Mitus. I had in mind, of course, the question of whether or not 
the proposed dropout of 4 years is sufficient to answer their needs per- 
haps, or should we provide a new start again with respect to these 
who are to be newly brought under the program / 

Mr. Cruiksuank. It is very difficult, of course, to say whether it is 
sufficient to meet their needs. There would be many cases, of course, 
where it would not be and that would be another reason for continuing 
our public-assistance program so that these benefits could be supple- 
mented where need was established. It meets the requirements of 
bringing the people in without a new start provision. For most of 
them it would be the equivalent of the new start because it would per- 
mit them to come in under the amendments of 1950, dropping out the 
4 years that have elapsed from 1950 to the effective date of this act. 

For that group, of course, it would be predetermined for them in 
effect which 4 years they drop out. For others there would be a 
choice which 4 years dropout and, as we just indicated here, that choice 
represents in part a balance of doing something for the people who 
have contributed for the past years, something comparable or ap- 
proaching comparability to those who are brought in under the liberal 
eligibility standards of this measure. That was a recommendation, 
as you recall, Mr. Mills, of the consultants to the Secretary. 

Mr. Mixus. I had the thought that the bill might be improved by 
providing a new start because I can conceive of cases where the drop- 
out of 4 years will be a material help in determining average wage 
base, of course, but not help in deciding the question of eligibility, 
and I thought that probably, though the 4-year dropout for purposes 
of determining average wage may be good, we might need to go a step 
further and provide for these 1014 million people proposed to be 
brought under the program a new start such as we gave a less number 
of people when we brought them under in the amendments of 1950. 

Mr. Kran. We gave everybody a new start that time. 

Mr. Mitts. That is true, we did, but these people do not have a 
new start and we are proposing to bring them under and make them 
subject to all the rules that apply under the 1950 amendments except 
that they may drop out 4 years in which they have had no opportunity 
of paying for under the program. 

Mr. CrurksHank. I think one of the determining factors with the 
members of the committee who are studying this, I am sure, will be 
how extensive your new coverage is. I personally do not feel that there 
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would be any great harm in another new start if it was about the last 
one. If we can just about complete this coverage at this time, perhaps 
one other new start which would be roughly equivalent to the 4-year 
dropout would not do any violence to the system and you might find 
in the course of your explorations that it would more nearly meet all 
of the cases of the new entrants into the system. 

Mr. Mitts. It might bring about greater acceptance of the cover- 
age by the farmers who are the great bulk of those not now covered, in 
my own opinion. 

“Mr. CruixsHank. Particularly for the group of farmers 61 years of 
age and over. 

Mr. Mitts. That is right. 

Mr. CrurksHank. They have a problem under this provision. 

Mr. Mitts. I would like them to be treated, if we are to bring them 
under, as we treated the self-employed individuals when they were 
brought under. 

Mr. CrurksHank. Do you not think, Congressman, that for practi- 

cally all of them this would give them the equivalent of a new start? 

Mr. Mixxs. That is true, since we have the 4-year dropout. That is 
true. 

Mr. Kean. Mr. Curtis. 

Mr. Curtis of Nebraska. Mr. Cruikshank, you stated that there 
were about 3,000 people over the country applying for their OASI 
benefits daily. Who is paying for those benefits? 

Mr. CrurksHanxk. There are about 3,000 people, Congressman, that 
are becoming eligible daily. 

Mr. Curtis of Nebraska. Yes. 

Mr. CruiksHank. They are being paid out of the reserves of the 
trust fund. 

Mr. Curtis of Nebraska. Dollar and cents wise who pays for it? 
Does the beneficiary pay for it himself, or does he pay for it partially 
and the balance is paid by others? 

Mr. Crurksuank. I am not sure just what you mean, Congressman. 
It is a very difficult thing to separate a fund of this kind. 

Mr. Curtis of Nebraska. No; I am not asking that the particular 
coins or checks be traced, but suppose these people who retire as of 
today are eligible to retire and they are entitled to a certain benefit 
and they have a certain life expectancy and that benefit has a total ex- 
pected value; who will pay that benefit? Is it paid by the individual 
who gets the benefit, in all, or in part ? 

Mr. CrurksHank. Sir. I cannot really say. It is being paid out of 
a system 3 in which they have contributed. Just let me say this, if I 
may: TI sid in the evaluation of any system of this kind, whether it is 
public or private, you never can say about any one individual benefi- 
ciary. You can never identify the sources of his benefits. You can 
never separate them and you can never say about any individual bene- 
ficiary whether or not he has paid for his benefits. 

That is true in either a public or a private system. 

Mr. Curtis of Nebraska. Let us take the whole group then. Of all 
the present beneficiaries, have they paid for their benefits, or are their 
benefits paid as we go along by the younger workers? Self-employed 
and employers. 
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Mr. CrurKsHank. You cannot even say of the present beneficiaries 
hecause that is a retroactive look at the operation of the system, that 
is, you have to say that any group of the present beneficiaries that 
you arbitrarily seleect—— 

Mr. Curtis of Nebraska. I am talking about the whole group. 

Mr. CrurksHank. However, you are raising the question about the 
principle of the operation of the system. Take the whole group if 
you will. It does not make any difference whethere you take th 
whol group or whether you take 100 or 10,000 of them. They repre 
sent the remnants of a much larger group that existed back in 1935, 
or 1940, or 1950, that is, you cannot take any system of insurance, 
public o — ate, and take those who survive a certain period of time, 
Whether it be January 1, 1954, any other date, and say these people 
are getting more than they paid in because that is the very essence ol 
the Wily that a system of this kind operates ; that is, they have been 
a part of a group of people who have contributed to a group operation 
plan. 

They happen to be the remnants, the people who have survived. 
There fore, you cannot consider just the peop le who are beneficiaries. 
Your question can only be meaningfull when you say the whole group 
of people of which the beneficiaries re present the residual survivors. 


Have they paid for their benefits! That is the only question that 1 
meaningfull in a system of this kind. 
Mr. Curtis of Nebraska. Here is what I am asking you: It is con 


ceivable there might be a system whereby an individual and his em 
ployer put in enough money during his working years that at his re 
tirement time it could be said he paid for his benefits, and his en 
plover or maybe he alone. Is that the sort of system we have now / 

Mr. CrurkKsuank. No, sir, because that would be a savings system 
and not a group Insurance system. 

Mr. Curtis of Ne braska . The S} stem we have now is that the bene 
ficiary pays something and his benefits will be paid by others to a 
large extent, is that not true? 

Mr. Crurksuank. No, sir; I do not think that is a _ description 





of the system. The fair Mere of the system is that this ind 

vidual has been a me mmber of t tL group, all of whom ae contr buted 
into a system out of which individual benefits are paid to some sur 
viving members of the group. That is the only way you can accurately 


describe the system. 

Mr. Curtis of Nebraska. I do not think so. Reaching 65 years of 
age 1s not an accident. Death before that may be, but the fact re 
mains of all the people getting benefits over the country, they have 
paid for a part of their benefits and the greater part of their benefits 
is paid by the employers and the people who are still producing: is 
that not correct ? 

Mr. CRUIKSHANK. No, sir: I do not think it is. any more than you 
can take a group of people who have term life insurance. If some 
member in term life insurance dies before that term is over his sur 
vivor will get a great deal more than he has put in. ° Do you say that 
this is an inequity and therefore that other people are paying his 
survivors, paying something more than he put in and he had a right 
to it? 
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Mr. Curtis of Nebraska. I have not said any of it was an no ty. 
1 am trying to find out whether we have a system whe re peop le buy 
and pay for their own benefits, or whether the cost of iS Carr ied 
along by the produc ing peop le and the emp love rs for the ns nefit of t 
retired. 

Mr. CrurksuHank. We have a system where a group of the popula- 
tion supports a system which pays benefits to certain other members 
of that group of the population. It is a group insurance plan and not 
an individual savings plan. 

Mr. Curtis of Nebraska. You made reference to another new start 
if it would be the last one. Frankly, I think the program ought to go 
to universal coverage. I just do not believe you can have a program 
of t) is kind for some of the people and not all tiie » people. What sort 
of a new start would you feel would be fair if the Congress did go to 
as near universal coverage as can he accomp! shed, taking Into account 
there may be some technical reasons that they could not cover every 
individual ¢ 

Mr. CrurksHank. I think a new start has a number of values to take 


nto account, as you know. You have, on the one hand, the requir 
ment that vou establish a real and substantial attachment to the labor 
force that is participating in the program. You have, on the other 


hand, the desirability of meeting the needs ol those now in the new 
groups who are approaching retirement age so that you do not post 
pone too long their eligibility, and I think that a new start provision 
similar to that which was made available in 1950 would be equitable. 

Mr. Curtis of Nebraska. The minimum new start was six quarters 
was it not? 

Mr. CrurksHank. That is right. That is gradually washing out, 
of course. It becomes June 30 of this year, seven quarters and so o1 
until it becomes the same for everybody. 

Mr. Curtis of Nebraska. And if the Congress would go to coverage 
of all our people, do you think it would be acceptable to have a new 
start, that generally speaking, was as liberal as the 1950 act ? 

Mr. CRUSKSHANK. You mean by coverage of all people, substal tially 
the coverage of this bill, I take it, approaching a practic: a extension 
ir practical limits of extension ? 

Mr. Curtis of Nebraska. OAST extended to 

Mr. CrutksHank. That is about equivalent to what you have in the 
t-vear dropout. 

Mr. Curtis of Nebraska. You would say that would be acceptable, 
would you? 

Mr. CrurksHank. I think so, yes, sir. 

Mr. Curtis of Nebraska. If the Congress did that. and take the case 
of the individuals who cannot reenter the labor market because of age, 
if they could prove actual participation in the labor market or in self- 
employment for some time since January 1, 1937, when the act went 
into effect of sufficient leneth of time that would be equal to their new 
start requirements and they paid the tax for themselves and the em 
ployer, would you object to them coming into the system as bene 
ficiaries ? , 

Mr. CrorksHank. Yes: I do not think that would be quite fair t 
the system, Congressman, because there you are m iking a retroactive 
eligibility. If you give a new start provision liberal as you might 
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wish to make it, for a new group of people you are having all of the 
people in those new groups participate and there is an advantage to 
the system in that—the two do not quite equate, because you have an 
adverse selection by taking people and making them retroactively 
eligible to a system of this kind, and I think it is better to meet that 
on a needs basis until such time as the system matures and gets to 
where everybody is in with the established right to participation in the 
program, 

The two propositions that you presented are not the same. 

Mr. Curtis of Nebraska. In other words, would you say to an 
individual 66 years of age who was in good physical condition with 
opportunity to carry on his, say, self-employment activities for some 
time, “We will let you come in under a new start, so with a matter of 
not. very many doll: ars you can qualify for the maximum benefit or 
some sort of benefit,” but we would say to the man who was 90 and too 
old to be employed when this system started, and perhaps his indi- 
vidual resources may be quite exhausted with the change of the value 
of the dollar since he retired, “Regardless of how much you worked 
or your willingness to pay in this small amount of dollars that other 
people could pay in you cannot participate” ? 

Mr. CroutksHank. I think you are justified in saying that he cannot 
participate in it because you do not and the jus stification rests on the 
fact th: at you do not operate a system of this kind on the basis of indi- 
vidual cases, that you are saying it on the one hand, not to individual 
who is : ab le-bodied and so forth. 

You do not say that. The Government in this system does not say 
anything to an individual. It say toa certain X number of thousands 
of individuals, “If you are ablebodied and able to participate and 
providing you meet certain requirements, you are eligible for bene- 
fits.” 

Now, your man of 90 represents the survivor out of probably sev- 
eral hundred people and at any time in a system of this kind you say to 
that whole group of which he was once a member, 1a f you participate 
then you can participate on the benefit side of it,” but in this system 
vou do not say anything to an individual ever 

Mr. Curtis of Nebraska. Well, they do. In 1950 we said to a lot of 
individuals 

Mr. CrurksHANK. No; you said it to a group of individuals. 

Mr. Curtis of Nebraska. However, they responded as individuals. 
We could say to a group of individuals, to the aged people that if you 
will put into this fund just as much as anyone else has put in you can 
participate like anyone else. What is wrong with that! 

Mr. CrurksHANK. You say you can participate providing you reach 
retirement age, and you will not all reach retirement age and you did 
not address yourself to any individual in 1950. 

Mr. Curtis of Nebraska. That is true. No law was passed naming 
any individuals. 

Mr, CrurksHank. You addressed yourselves to categories. 

Mr. Curtis of Nebraska. All right; that is what I suggest we do 
now. 

Mr. CrurksHank. Then I misunderstood you. I thought you sug- 
gested that we address ourselves to individuals now. 
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Mr. Curris of Nebraska. What would be the basis of your oppo- 
sition to saying to the people who are so aged now that they cannot 
reenter the labor market: “We will let you pay as much as anybody 
has paid since the act was passed in 1937 and come in”? 

Mr. Crurksuank. On the same basis, Congressman, that you do 
not permit someone whose house burned down last night to go back 
to the fire insurance company and pay his premiums and collect his 
benefits. 

Mr. Curtis of Nebraska. Do you know of any company that would 
insure anybody’s house that was 90 percent burned down? 

Mr. CruiksHANK. No, I do not know of any. I do not quite see the 
relevance either. 

Mr. Curtis of Nebraska. No. However, I do not agree with that 
illusion, that the house of these old people has burned down. 

Mr. CrurksHank. Did I say the people’s house was burned down? 

Mr. Curtis of Nebraska. If we accept your description of that 
then when we take the new start we would be insuring a house that was 
90 percent burned down. 

Mr. CrurksHank. In social insurance you do modify in terms of 
social needs. You do that in private, too. Let me cite you this as an 
example: You do that all the time in private pension plans. We in- 
stituted some years ago a retirement system for the employees of the 
American Federation of Labor. We had within the first month or so 
a number of people that retired under full benefits. The American 
Federation of Labor for a relatively small staff of people, however, had 
to put up $280,000 in cash for the past service credits which they were 
recommending. 

Mr. Curtis of Nebraska. Yes, it is done everywhere except in the 
Federal Government. 

Mr. Crurksuank. No, sir, but those people had to participate for 
a very minimum of time in the system in order to retire and we did 
not pick up those who had retired in the past system. 

Mr. Curtis of Nebraska. However, I cannot see why if a worker 
well along in years can, by paying a new start provision and thus 
become on the ‘rolls eligible to receive a benef it that comes from the 
people that are producing and from the employers, if his neighbor 
is too aged to enter the labor market, he could not pay the same 
amount of money into the fund and then be eligible to be the rec ipient 
of a benefit paid very largely by the present working force. 

Mr. CrurksHaAnk. If that were a aul inuing phenomenon of the sys- 
tem it would not be justifiable, but we modify the purposes of the sys- 
tem to meet the new start provision on the basis of nearly universal 
coverage, and we do it once and the system matures, it p ecaumd out and 
it ceases to bea problem. If we were doing it every 3 = t years, bring- 
ing in a whole group of new people, bit by bit by bit, thew I think 
there would be some justification to your complaint. 

Mr. Curtis of Nebraska. I agree with you. It should only be done 
once, but if we do that now it would only have to be done once. 

Mr. Crurxsuanx. If you would bring them on a presumptive wage 
record of some kind and then the Congress were willing to reimburse 
the fund for the amount of their benefits, I think you would have 
another question. 
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Mr. Curtis of Nebraska. However, you would never put that re- 
quirement on anybody else. An individual who started to pay in 
1937 and retired 5 years thereafter paid in $150 or less. He paid on 
his benefit according to the law at the time he went in and he received 
a benefit according to the law at the time he went out. We developed 
it the other day when the Department was here at some $60. In 1950 
Congress sala to that class, “You have paid in a token payment, You 
are getting a benefit now, but we want to give you another benefit on 
top of that,” and so DY the conversion table in the 1950 act that benefit 
Was raised so if he had a wife also 65 it would be about $90 and some- 
thing; and there was no additional work record required, there was 
no additional tax. ‘Then in 1952 we said, “There is the one benefit. 
‘That was allotted to you back there when you retired. We added an 
other one in 1950. We are going to put another one on in 1952 without 
any further payment of tax or any additional work record.” And it 
brought it up to about $111 for husband and wife, and in the Reed 
bill now before us we propose once more to add a benefit on there. 

Understand, I am not opposed to benefits. I want the aged of the 
country taken care of, but, for the life of me, I cannot see how the Con 
gress can justify a policy that says for social purposes we are going 
to levy on younger workers to give people additional benefits and do 
it three times and then raise our hands in holy horror and shout, “You 
must not do that to give the oe the first initial benefit.” 

Mr. Crurksuank. The worker has not objected, Congressman, we 
have not objected. We have not objected to the increasing of benefits 
nor paying the increased rate involved. 

Mr. Curtis of Nebraska. No; however, as I understand your posi- 
tion, you make no objection to giving added benefits to someone who is 
already getting them, but you do object to giving a benefit to an aged 
person who is not now getting one. 

Mr. CrurksHank. We object to paying benefits out of the fund 
which is not consistent with the principles of the system which the 
President has endorsed. 

Mr. Curtis of Nebraska. But in 1950, the Congress voted to pay $5 
billion out of that fund for which no recipient oa in 1 cent of added 
contribution. 

Mr. CrurksHank. I do not think that is quite accurate. 

Mr. Curtis of Nebraska. In 1952, $3 billion more and in the bill 
before us SS billion more. I have such a hard time reconciling your 
attitude toward the aged of the country. 

Mr. CrurksHank. We are not wanting to do anything against the 
aged in the country. 

Mr. Curtis of Nebraska. No, but I want you to do something for 
them. 

Mr. CrurksHank. We also want to do something for them. We 
want to do something adequate for them. We want to make the bene 
fits of this program available to all of those who are brought into and 
participate in the system and we want to make it possible for them to 
participate in the system as soon as possible and we want to have an 
adequate public-assistance program to carry over in the interim until 
the system works out and matures. 

Mr. Curtis of Nebraska. Do you think that public assistance in the 
past years has been satisfactory ¢ 

Mr. CrurksHank. I did not understand that. 
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Mr. Curtis of Nebraska. Do you think old-age assistance in the past 
years has been satisfactory / 

Mr. CrurksHank. It has not been completely satisfactory, but do 
not forget, Congressman, that as early as 1939 we were in here 
arguing to extend the coverage to these groups which now create the 
problem, and had you done what we asked to do at that time, you 
would not have this problem. 

Mr. Curtis of Nebraska. You cannot turn the calendar back. 

Mr. Crurksuank. No, sir; that is exactly the point I have been 
trying to make; that in an insurance system you cannot make it 
operate in reverse. 

Mr. Curtis of Nebraska. I did not Say that: I said you could not 
turn the calendar bac 
amount of money and got a benefit 10 years ago, and if we can add 
3 benefits on top of that without 1 cent more contribution by him 
without hurting the system, is there any reason why we cannot pay 
other aged an initial benefit / 

Mr. Crurksuank. We did not exactly do that. The system oper 
ated because of an increase of wage rates, and so forth, a pace 
which brought in more than had bee . anticipated in the voatiins I 
am not sure whether it did or did not, but I think that it did not fully 
meet the additional costs that were required by these additional ben 
efits paid, but it is not exactly accurate to say he did not pay more 
than was anticipated he would pay because during 1940 and 1950 he 
paid more than any of the actuaries had anticipated he would pay, 
and it was onlv fair that in terms of increased living costs with the 
loss of value of the purchasing of the dollar in his increased contribu 
tion, that the benefit side should be adjusted in part to meet those 
increases. 

He did pay more than was anticipated he should pay. 

Mr. Curtis of Nebraska. The argument that you make would 
valid if individuals in any particular age group paid the substantial 
cost of their benefits. 

Mr. CrurksHank. The validity of the argument does not depend 
on what individuals pay. 

Mr. Curtis of Nebraska. We have a system where a benefit paid is 
provided largely by others. Yet the greater number of our aged 
cannot participate in it. 

Mr. CrurksHank. You have a system in which a group of people 
participate and the individual Pg vets some increment more 
than what he as an individual paid i but, again, you cannot keep 
measuring this system on the basis of indiv idual equity. That is not 
what it is calculated to do and every insurance system pays more to 
individuals than individuals pay in and every insurance system re- 
quires thi it some people pay more in than they get out. 

Mr. Curtis of Nebraska. You cannot compare this to insurance. 

Mr. CrurksHank. Well, I can. 

Mr. Curtis of Nebraska. You can’t if you look at the law and its 
actual operation. That is all, Mr. Chairman. 

Mr. Cooper. Mr. Chairman. 

Mr. Kean. Mr. Cooper. 

Mr. Cooper. Mr. Cruikshank, is it your position and the position 
of your organization that this present social insurance system is sound ¢ 
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Mr. CrurksHank. Yes, sir; we believe that it is designed on a sound 
basis and as far as we can observe it is operating soundly, yes, sir. 

Mr. Coorrr. And you are here advocating that it be continued with 
certain modifications and improvements that you pointed out? 

Mr. Crurksuank. Yes, sir. 

Mr. Coorer. On the question of a person receiving the amount that 
he paid in, do you know of any insurance system anywhere that rests 
on a basis of that kind? 

Mr. Crurksuank. I do not, sir. In fact, the very essence of insur- 
ance is that you pool a risk and that you accept the fact when you 
participate in the insurance system, whether it is a private company 
or a public system, that you pay in more than you take out because 
you may te ake out more than you put in. 

Mr. Coorer. Cert: ainly. If I could take out a life-insurance policy 
today for $10,000 and pay a premium of about $350 on it and if I 
should die next year h: aving paid onl) 1 premium, the beneficiary would 

get the $10,000, not the $350; is that not correct ? 

Mr. Crurksuank, T hat is exactly correct, sir. 

Mr. Coorrer. On the other hand, if I had taken out a $10,000 policy 
10 years ago and had been paying premiums on it all that time, when I 
died the beneficiary still would get just the $10,000 and not what I 
had paid in over the 40 years’ time; is that not correct? 

Mr. Crurksuank. That is ex: actly so, yes, sir. 

Mr. Coorrr. That is the situation we have here with respect to 
this social-insurance vo am. 

Mr. CruiksHank. Yes, s 

Mr. Coorrer. I thank you. 

Mr. CrurksHank. I wonder, Mr. Congressman, if on that point the 
committee would be interested in a judgment that was made by the 
present Under Secretary of Labor who in preparing a paper for the 
American Assembly addressed himself just to this point. He was 
then dean of the Law School of the University of Pittsburgh. He had 
heen for several years a professor of Jaw at Cornell. He took a 
Fulbright schol: irship and studied especially the social-insurance sys- 
tem and he is the author of the perhaps definitive work in workmen’s 
compensation at this time. 

He was recently unanimously confirmed as the Under Secretary of 
Labor, a distinguished scholar in this field. It is very short. "The 
excerpt from the judgment he made on this is very short. With your 
permission I would like to read it into the record because it addresses 
itself exactly to the point you raise, Congressman Cooper. 

Mr. Coorrr. I request you to read it. 

Mr. Kran. Go ahead, Mr. Cruikshank. 

Mr. CrurksuHank. Then Dean Larson said: 

Among critics of the American system both of those who think it pays too little 
attention to the insurance principles and those who think it pays too much, it is 
usual to preface the attack by saying that this so-called insurance system is not 
really insurance anyway. Is it fair then to say that for these reasons our 
system is not insurance’ The answer is that it is still essentially insurance 
with necessary modifications to effectuate its humanitarian objectives and to 
take account of the stratespheric level of finance involved. The essence of the 
insurance principle is that small sums are periodically paid in in exchange for 
which a large sum is paid back on the happening of a specified contingency. The 
size of the principal sum bears some relation to the size of the premiums. Our 
social insurance meets this description. 
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Mr. Curtis of Nebraska. Mr. Cruikshank, do you know any com 
panies who sell old-age annuities contracts on that principle ¢ 

Mr. CrurksHank. An annuity contract is not insurance of this 
same kind of all. 

Mr. Curtis of Nebraska. No, it is not, so Mr. Cooper’s illustration 
is not in point at all. There is no place that anybody can buy an 
annuity worth $10,000 for $350. 

Mr. CrurksHank. Sir, that is not what we are saying at all and 
I do not think the Congressman said that at all, 

Mr. Curtis of Nebraska. No, ‘The point is that a contract that 
one might buy from an insurance company that would give a specified 
income at a certain age, the individual must pay enough of the cost 
of it so that with the interest accumulation the company can pay the 
benefits. Mr. Cooper’s illustration is not in point at all. 

Mr. Crurksnank. However, sir, this is not an annuity system; this 
is a system which insures a wage against the loss of income result 
ing from old age, which is quite a different thing and is not to be com 
pared with an annuity contract. 

Mr. G> URTIS of Ne br iska . Lam olad you do not compare it with an 
annuity contract, 

Mr. CRUIKSHANK. We never have. 

Mr. Curris of Nebraska. That is all. 

Mr. Kean. Mr. Byrnes. 

Mr. Byrnes. I was interested, Mr. Cruikshank, in your discussions 
with Mr. Curtis and Mr. Cooper and those discussions lead me to ask 
you this question: You do not contend that the system today Is being 
conducted on an actuarial basis, do you’ 

I mean the present contributions are not on an actuarial basis of the 
ultimate cost of the system. 

Mr. CrurksHank. The present contributions with the other pro 
visions of the act that provide for the step-wps up to 1970 are cal- 
culated to meet the long-run costs of the program on an actuarially 
sound basis. 

Mr. Byrnes. I am not suggesting that it is not on a sound basis, this 
progression, but I am suggesting that on an actuarial basis your con 
tributions today, in order to take care of the present group out of 
present contributors ¥ would have to be at approximate ly 614 percent 
of the payroll rates, whereas the group is not today contributing on 
that basis. Am I right or wrong? 

Mr. CrorksHank. I think with your question narrowed down and 
specified as you have identified it you are quite right. I think, how 
ever, we have to look at this system and say that on a level-premium 
basis that we should have 614 percent or 7 percent now. We have 
adopted in fact a level-premium basis except that we are approaching 
it by various steps in relatively short time. 

Mr. Byrnes. Fifty or sixty years. 

Mr. CrurksHank. No, sir; 1970. 

Mr. Byrnes. The full maturity as far as the group itself being a 
complete group contributing 614 percent against paying a complete 
group of beneficiaries. 

Mr. CrurksHank. Yes, sir; but that is not a static group. 

Mr. Byrnes. I am talking about the full-maturity system. You 
did not reach, as I understand it, the full-maturity system for 40 or 
50 years. 
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Mr. CrurksHank. Right at the moment people paying in 2 percent 
are not meeting the full cost of the system on a long-run basis, but 
the great bulk of them are members of the larger group which will, 
beginning as early as 1970, contribute the full-rated amount. 

Mr. Byrnes. Oh, no; when you reach that date you will still have 
those who will pay at the 6-percent rate for only a very short time 
because they have paid at the lower rate during the period before th: at, 
so it will probably be 30 years after that date before you have all of 
the people who have contributed during their working lifetime at 
the level premium rate; is that not correct? 

Mr. CrurksHank. Yes; that is right. And we believe also that is 
one of the arguments for an increment in the benefit system, so that 
a long-term participant gets some return for that fact. 

Mr. Byrnes. The point I am trying to discuss now is your discus 
sions with Mr. Curtis and with Mr. Cooper where you seemed to infer 
that the people today at today’s rates are paying for the benefits on 
an insurance basis. I think we have to admit, when we realize that 
we have not reached maturity, that our premium payments in the 
form of taxes are not on the going level-premium basis, and these 
people today are not paying the full cost of the benefits. 

Mr. CrurksHank. It is a part of the problem you have when you 
institute any system that provides for retirement. 

Mr. Byrnes. You kept referring to the fact that you could not 
isolate individuals; you were talking about the group and you had 
to talk about the groups, but if we do just talk about the groups, we 
still have to say that this group today and this group for the next 
30 or 40 years because they will not be charged on a level- premium 
basis are not contributing what actually would be necessary to put 
it on a fully sound insurance basis. 

Mr. CrurksHank. No; there is another factor that enters there; 
the fact that the amounts that people are contributing are now with- 
drawn from their current purchasing power and put in a fund which 
draws interest. That interest which will be a material factor in the 
later years of the system is interest on their money. 

Mr. Byrnes. The difference between 4 percent of payroll and 614 
percent of payroll is certainly way out of proportion to the interest 
earnings on this fund, is it not ¢ 

Mr. CrurksHank. I am not sure that it is way out of proportion. 
When you figure that interest which it could theoretically have drawn 
on a compounded basis for 25, 30, or 40 years, it amounts to a sub 
stantial amount. 

Mr. Byrnes. However, not as much as a continual accumulation of 
61/4, of the payroll year after year during these next 40 or 60 years. 

Mr. CrurksHank. No. 

Mr. Byrnes. In other words, your interest is an important element, 
but so is the level premium and the relationship of our present pre 
mium to that level. 

Mr. CrurksHank. That is right. I am only pointing out that the 
interest factor is a factor and should be included. 

Mr. Byrnes. I agree with that, but I think because of the fact that 
we do not have a matured system and that the present beneficiaries 
have not paid, and the present contributors are not paying a leval 





SOCIAL SECURITY ACT AMENDMENTS OF 1954 473 


premium, we have reasons to say that exceptions to what might nor 
mally be considered good insurance principles need not be followed. 
[ refer particularly to retroactive action. 

Mr. CrurksHank. No; I do not agree to that. 

Mr. Byrnes. I know you do not agree that that is a proper ex- 
ception to make, but I say that we can make exceptions to insurance 
principles, which is the basis upon which you rest your case against 
picking up anybody from the past and giving them coverage. 

Mr. CrurksHank. If I may be permitted to put it this way, I would 
agree all the way: That in social insurance you do things that you 
would not do in private insurance. 

Mr. Byrnes. I will certainly agree to that, too. 

Mr. Crorksnank. I think we are in agreement. 

Mr. Byrnes. However, I do not know why you do not want to be 
really social about it and take care of today’s old people with the 
Sane willingness that you are are ready to take care of tomorrow s 
old people. 

\h, CrUIKSHANK. It becomes a point, of course, with which we 
might disagree: At what point are you justified in letting social 
insurance depart from it, and one of these on this is the other prac- 
tical considerations that arise outside of the insurance system; that 
is, once you begin to take people in retroactively, at what level of 
benefits do you take them? On what basis do you establish their 
eligibility ? 

Mr. Byrnes. I agree it is not easy. There are those questions to 
be answered, but I do not like to say that it is impossible to answer 
those questions and that Congress should not even consider it, whic! 

[ understand is the position taken by the American Federation of 
Labor in this particular instance. 

Mr. Crorksuank. No, we will not say not to consider. We would 
say this: That if people are taken in rg pt people who have 
not been able to participate as members of a group participating in 
and contributing to the fund and all, you are establishing a very dan 
gerous precedent by paying them out of the fund rather than paying 
them out of a special source. If you would want to ap proac h it by 
using the social insurance mechanism to pay benefits and if the Con- 
gress could develop an adequate set of standards, both to the level of 
benefits and eligibility, then it would seem to me that a matter of 
equity would arise that they should not be paid those benefits out of 
the trust fund, but should be paid out of the general revenues of 
Government supported on general taxation. 

Mr. Byrnes. Then you are simply saying that you do not want to 
take care of the older people on the social insurance system; you want 
to do it under something else. You say that it is all right to have oc 
system as far the people presently covered are concerned and call i 
a social system and operate it as a social system, but you do not want to 
expand that social aspect to take care of and include by some mecha- 
nism today’s old people. 

Mr. CrurksuAnk. I did not mean to say just that. What I meant 
to say was this: First, we all agree, and there is certainly no difference 
in this room, that these people should be taken care of. We do not 
want to just shove them aside and say you did not work for wages 
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under a given system and therefore you just go to the county poor- 
house or something like what was available before 1935. I am sure 
you are not indicating that that was our position at all. 

Mr. Byrnes. No. 

Mr. Crurksnank. We are just raising the question at this point as 
to the best and most practical method of meeting them and it is our 
judgment that the necessary wanting of the soci: al system that would 
be involved is not the most desirable way of ts king care of them. 

Members of Congress and a great many of honest people think dif- 
ferently but you are asking for our position and it is our position that 
it would threaten the soundness and the operation of the whole system. 

Mr. Byrnes. Even though by some mechanism payment was made 
to the fund of an amount which would be comparable to the payments 
bing paid into the fund by people who are today becoming eligible 
for coverage 4 

Mr. Crurksnank. If that mechanism could be worked out, and we 
have not seen one yet that looked reasonable, but if that mechanism 
could be worked out, we would see no objection to it. 

However, we think it would be very difficult to work out. 

Mr. SYRNES. I am not contending that it is simple, bint I an con 
tending that we should not say that because it is not simple we should 
therefore not discuss or not try to find a way to work them into this 
system. You agree, do you not, that this system as contemplated by 
this bill would, if the bill i Ss passed, be really a unive rsa il coverage 
system to the extent that it can be made universal ? 

Mr. Crurksuank. To all practical purposes; yes, sir. 

Mr. Byrnes. And if you did blanket in by some technique today’s 
uncovered aged you would not be creating any precedent which you 
would have to worry about because with universal coverage and with 
vour today’s aged covered, there would be nobody left to create a 
precedent for. 

Mr. CrurksnHank. Well, I think it would not be exactly raising 
precedents for additional groups, but you would be placing a burden 
on the system which might have very harmful effects. We would 
have to look at the precise proposal : ind we certainly want to be open- 
minded about it. I know you people on the committee are struggling 
with this problem very hard. It is a very difficult and knotty prob- 
lem. We have not as yet seen any proposed mechanism that does not 
appear to us to do quite serious violence to the system. If one can 
be developed we want to be open-minded about it. 

Mr. Byrnes. I would like the American Federation of Labor with 
all its facilities and its fine talents to see what they can work out, too, 
rather than wait and see what program is presented and see if it is 
satisfactory. 

I think you could put some of your people to really good, con- 
structive, and conscientious work in trying to find the answer to it, 
as complicated as it is. 

Mr. CrurksHank. We have struggled with the problem, by way of 
confession. ‘This problem has come up before our social-security com- 
mittee, with which I have been identified for about 12 years. 

We have not found a satisfactory mechanism to meet this problem 
that does not do serious violence to the insurance system. 
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Mr. Byrnes. You mean you have worked on the matter of trying 
to ble > in all these people? 

Mr. CruiKsHANK. Yes, sir: we have considered that, but starting 
way Bers as early as 1939 we were pressing for this extended coverage 
I think it only fair to sav that the American Federation of Labor 
has had a program and had it been adopted you would not be con 
fronted with this difficult and knotty problem today. 

Mr. Byrnes. You still would because vou still would have aged 
people living today who still would not have qual fied if you made 
the program universal back in 1939 

Mr. CruiksHank. Very few. 

Mr. BYRNES. Llowever, you would still have them to a ] mited cle- 
vree, although the problem might not be so troublesome because of the 
smallness of the number. 

You might not be so hesitant. 

Mr. CruiKSHANK. Congressman, with the best ingenuity that can 
be devised you are always going to have certain residual areas where 
need must be met on that need’s basis. 

Mr. BYRNES. You are going to have it as an iddition in some Cases 
too, 

Mr. Cruiksuank. Yes, sir; you are going to have to supplement it 
In some Cases. 

Mr. Byrnes. That is all. 

Mr. Kran. Mr. Eberharter. 

Mr. Eperuarrer. Mr. Cruikshank, you mentioned a statement by 
the Under Secretary of Labor and the conclusions he arrived at for 
the continuation and improvements and the form they should take 
with respect to soe ial security. Do you connect it up with that group 
of consultants or whateve1 they call them 7 

Mr. CrurksHank. Yes, sir; I] was one of the 12 members of that 
group. I believe it was 12. 

Mr. Evernarrer. Twelve members of a eroup representing, among 
other things, busin Ss .the pu iblie, iF apor, and So forth. 

Mr. CRUIKSHANK. Yes, Sir; there were finance houses and a repre- 
sentative of a private pension fund organization. There were people 
from universities and from public welfare groups as well as labor and 
finance and lawyer groups. 

Mr. Esernarrer. And you were one of those 124 

Mr. CruiKsHANK. Yes, sir. 

Mr. Eseruarter. | have one other question. a Mr. Sands 
is going to cover this point, but you suggest on page 4 of your pre- 
pared statement for Mr. Meany that tips be conside ro as wages. My 
thought in that connection, Mr. Cruikshank, is that if tips were con- 
sidered as wages, of course, and were fully reported it would increase 
the income-tax liability of many of the service employees and the Fed- 
eral Government would thereby get a good bit more money into the 
general fund. 

Mr. CrurKksHank. That is possible. I believe Mr. Sands is sched- 
uled to appear representing the Hotel and Restaurant Employees 
Union, and he can speak for his organization, but they have con- 
sidered that aspect as well as others in this connection and they feel 
that they do want to participate to the full extent of their earnings. 
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Mr. Esernarrer. I know that many employees of that type are only 
being paid nominal wages even as low as $50 a month and I am 
wondering how they ever get adequate social-security coverage. Per- 
haps by the same token they are only paying income tax on a nominal 
salary, although there are instances, particularly in my home city, 
where the Bureau of Internal Revenue went in and assessed every 
emp rloyee in that category for the tips they were supposed to have 
rece ived. 

Mr. Crurmksnank. I think they do now and also, Congressman, this 
has been worked out in a number of States in connection with un 
employme nt compens: ition, where the employee agrees to re port the 
amount of money that he has received in tips as a wage on which he 
establishes his e ligibility for a level of une mploy ment compenss ition in 
case he is unemployed. It has been worked out satisfactorily in a 
number of States. I think Mr. Sands could probably tell you the 
number of States, but it takes in some of the important areas, includ 
ing New York City, I know, where tips are a substantial part of the 
income. 

Mr. Esernarrer. We must recognize, as a practical matter, that 
he tips are the biggest factors in the income of that tvpe of employee. 

Mr. CrurKSHANK. Yes, sir. 

Mr. Evernarrer. Thank you very much, Mr. Cruikshank. 

Mr. Kean. Thank you very much, Mr. Cruikshank, for your 
appearance, 

The committee will stand adjourned until 2 o’clock. 

(Whereupon, at 12:25 p. m., Friday, April 9, 1954, the committee 
recessed to reconvene at 2 p.m. the same day.) 


AFTER RECESS 


The Cnamman. The committee will come to order. The first wit 
hess this afternoon Js Mr. Benjamin R. Shapiro, of the National 
Council of Salesmen’s Organizations. 


STATEMENTS OF BENJAMIN R. SHAPIRO, CHAIRMAN, LEGISLA- 
TIVE COMMITTEE, AND SANFORD GREEN, COUNSEL, NATIONAL 
COUNCIL OF SALESMEN’S ORGANIZATIONS, INC. 


Mr. Suapiro. Thank you, Mr. Chairman. The National Council of 
Salesmen’s Organizations, on whose behalf this statement is respect 
fully submitted, is a nonprofit membership corporation duly organized 
under the laws of the State of New York and is the parent body of 
industry and local wholesale salesmen’s associations throughout the 
country representing a veritable cross section of American industry 
and commerce. 

According to best estimates, there are today over 1 million wholesale 
outside salesmen gainfully employed in the United States. 

As the national voice of this large and important occupational 
group, the National Council of Salesmen’s Organizations considers it 
a privilege to appear again before this great deliberative committee of 
our Congress and to urge that it act favorably upon pending legisla- 
tion to extend social-security coverage and to increase benefits under 
the old-age and survivors insurance program. 
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This is not our first appearance before your committee. Several 
years ago, when revisions of the social-secu rity laws were being con 
sidered, the National Council of Salesmen’s Ongen zations was ex 
tremely gratified that your committee accepted its recommendations 
to extend coverage under the social-sec urity system to the salesmen of 
America who have been aptly jaied the “frontline troops of Ame 
can industry.” 

Again, only during recent months in connection with your com- 
mittee’s consideration of the revision of the tax laws, our national 
council advocated the adoption of certain provisions relating to the 
treatment of business expenses by outside salesmen. We wish to — 
this opportunity to acknowledge to your committee and in particular 
its distinguished chairman the heartfelt appreciation of salesmen in 
all industries throughout the country who under the recommended 
revisions contained in the omnibus tax bill reported favorably by your 
committee and passed by the House will benefit from the elimination 
of some glaring inequities which previously existed in the tax treat- 
ment of business expenses which they incur in the pursuit of their 
occupation. 

At this time your committee is concerned with a thoroughgoing over- 
haul of the old- age and survivors insurance benefit structure. The 
National Council of Salesmen’s Organizations is confident that your 
deliberation on this legislation will be characterized by the same 
earnest and intelligent effort to eliminate inequities which marked 
your approach to the revision of the tax laws. 

President Eisenhower has correctly characterized the social security 
system as “the cornerstone of the Government’s programs to promote 
the economic security of the individual.” 

Designed to protect its citizens against the hazards which constitute 
insecurity—injury, chronic illness, premature death and old age— 
nothing on the legislative horizon directly affects the individual Amer- 
ican citizen more than does the consideration of the revision of the 
social-security laws by your committee. 

As the national voice of wholesale salesmen, the National Council 
of Salesmen’s Organizations wishes to be recorded as generally in 
favor of the adoption of H. R. 7199 and H. R. 7200, which embody the 
recommendations of the administration in preserving, improving, and 
extending the American social-security system. 

However, national council earnestly recommends that in considering 
this important legislation your committee go a ste p further and elim- 
inate entirely the retirement test for social-sec urity beneficiaries be- 
tween ages 65 and 75. In this connection we refer to two pending bills, 
the Ostertag bill, H. R. 1406, and the Forand bill, H. R. 1577. We 
recommend that the provisions of these bills be incorporated in the 
bills introduced by Chairman Reed, and we submit that the elimination 
of the earnings test for those between 65 and 75 would be in line with 
the progressive approach characterizing the present attempt to bring 
the social security insurance program up to date. : 

The specific proposals embodied in the present legislation which, 
among others, receive our commendation are those which will (1) 
provide increased social security benefit payments; (2) improve the 
benefit credits of beneficiaries by using the “best 10 years method” as 
a basis for computing retirement benefits as proposed by Representa- 
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tive Kean in his bill, H. R. 5533; (3) make secure the benefit rights of 
workers who have a substantial work record and who become totally 
disabled; (4) extend coverage to more than 10 million additional 
persons, and (5) elimination of the so-called retirement test for bene- 
ficiaries between the ages of 65 and 75. 

(1) Prov = increased social security benefit payments: There ap- 
pears to be unanimous agreement in both parties and among all groups 
that there is an urgent need to revise the benefit computation provi- 
sions and to increase benefits in order to make benefit payments more 
realistic in terms of present-day price and wage levels. 

Perhaps of all the gainfully employed groups in the country, sales- 
men are most keenly aware of the consistent and relentless advance in 
living costs which has marked our economy during the past decade. 
The majority of outside wholesale salesmen are strictly commission 
men, de pe ndent entire ly on their commission earnings, paying their 
own expenses of travel, lodging, and other selling costs entirely out of 
such commissions. ‘These men are in the best position to testify to the 
need for adjusting social security benefit payments to meet the in- 
( — cost of living. 

li his s been estimated that two-thirds of t he over » million persons 
rece via ng old-age and survivors insurance payments have little or no 
other retirement income. Our organization’s own survey among sales- 
men shows these statistics to be subst intially accurate. There is, 
therefore, a crying need to increase social-security payments for those 
who are beneficiaries and who must in large measure depend on their 
benefits to meet their living needs. 

Again, speaking for salesmen in particular, we have found that the 
vast majority of wholesale salesmen are not included in employer or 
other pe nsion p ans. This points up the necessity of having social 
security | benefits meet the realistic needs of those w ho have contributed 
odneagene movera long per iod of time so that they will be ina position 

t least in some measure to confidently approach the hazards of old 
age and disability. 

In this connection we earnestly recommend to your committee con- 
sideration of a provision in the present legisl: ation which will provide 
for periodic review of security benefit payments to insure that they 
keep pace with increases in the cost of living without the necessity of 
constantly returning to Congress for relief legislation in this regard. 

(2) Improve the benefit credits of beneficiaries by using the “best 
10 years method” as a basis for computing retirement benefits as pro- 
posed by Representative Kean in his bill, H. R. 5533: As Representa- 
tive Kean has wisely pointed out, the trend in many private pension 
plans is away from using the lifetime average of computation of bene- 
- and that many plans are adopting a more recent period, such as 5 

10 years, as the basis for computing retirement benefits. Congress 
itself uses the best 5 years for computation of the civil-service-retire 
ment benefit for old-age and survivors disability benefits. 

We.are heartily in accord with Representative Kean’s thinking on 
this matter and we recommend the adoption of the “best 10 years of 
earnings method” as the one most correctly reflecting the individual's 
current earnings experience near the time of his actual retirement. 
Benefits based on such earnings would provide a more realistic re- 
placement of actual loss of current income. The present lifetime 
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average is inequitable and unfair in that it is heavily weighted by the 
earnings in prior years which are likely to have been much lower, 
and should be discarded. 

(3) Make secure the benefit rights of workers who have a substantial 
work record and who become totally disabled: We heartily endorse 
and recommend the adoption of the provisions in H. R. 7199 and H.R 
7200 relating to the securing of benetit payments for those who have a 
substantial work record and who become totally disabled. Such pro 
visions are not only humane but are definitely needed as part of a 
progressive social-security system. 

(4) Extend cove rage to more than 10 million additional persons: 
H. R. 7199 and H. R. 7200 propose to extend covera ve to more than LO 
million additional persons. As salesmen social-security coverage was 
extended to us only as recently as 1950. We are, therefore, in an 
advantageous position to ae the reaction of members of our trade 
and occupation, and we find that what little murmurings of opposition 
existed when coverage was first proposed have completely vanished and 
there is how unanimous endorsement and appreciation of the intrinsic 


value in terms of protection afforded by being included in the social 


security structure. We feel certain that our experience will be dup! 
cated by the many groups w ag W will | be brought within the scope of the 
system ‘by the pro ar s of H. R. 7199 and H. R. 7200. 

(5) E limination of the so-e ets retirement test for beneficiaries 
between the ages of 65 and 75: Until several years ago the retired 
worker was under the neces ty of s howling that he had not eat ned more 
than $50 in a given month if he was to qualify for that month’s retire 
ment benefits. 

In 1952 this exemption was raised to $75. 

The provisions of H. R. 7199 proposed to increase this so-called 
retirement test. 

Were spt ctfully submit that the retirement test should be eliminated 
in its entirety. In so dol ne we believe that beneficiaries of the social- 
security sy stem who have contributed substantially over a period of 
time and who have reached the age of 65 should be permitted to draw 
benefits and to continue to work if their physical ability permits them 
to work. 

We believe that the cost of the social-sec urity program resulting 
from the elimination of the retirement test for those over 65 should be 
subordinated to the basic justice inherent in this proposal. It seems 
to us unfair and inequit ible, as it must to millions of others who are 
potential beneficiaries under the social-security system, to permit the 
amount of unearned income to be disregarded in determining whether 
a person over 65 is entitled to draw benefits and at the same time to 
require one who is employed to lose benefits toward w hic h he has con- 
tributed if he shall earn a stipulated amount. We believe that when 
one reaches the age of 65 and is blessed with the abili ty toe ‘continue to 
labor, the Government should assist him so that he may gradu: illy ease 
himself out of employment. The present theory would seem to be that 
a gainfully employed worker neh sharply and sudde nly curtail his 
active employment before he may draw benefits from the social-secu- 
rity program, which is, after all, an insurance program toward which 
he has contributed part of his earnings. 
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It has been suggested in correspondence which we have had with the 
Federal Security Agency on this vital point, that a less costly provi 


sion than eliminating the retirement test would be to provide for those 
who continue in regular employment between the ages 65 and 75 (and 


do not therefore, draw benefits) an increased amount when the benefit 
is due. While such provision does not in our opinion meet the issues 
squarely, we would consider it acceptable as a compromise only in the 
event that our recommendation for the complete elimination of the 
retirement test is not considered feasible at this time and if, coupled 
with such provision, is an increased liberalization of the retirement 
test. so that a person between the ages of 65 and 75 will be entitled to 
earn $150 per month without losing the right to benefits. 

We consider the foregoing proposals to be abundantly more just and 
equitable than the $1,000-a-year formula now contained in H. R. 7199 
and H. R. 7200, and we earnestly recommend that your honorable 
committee modify the proposed bills in that regard. 

Attached is a list of associations affiliated to and cooperating with 
the National Kiccnell of Salesmen’s Organizations. 

(The list follows:) 


ASSOCIATIONS AFFILIATED TO AND COOPERATING WITH THE NATIONAL COUNCIL OF 
SALESMEN’S ORGANIZATIONS, INt 


Allied Textile Association 

Amigos of Syracuse, Inc. 

Associated Millinery Men of New York 

Associated Millinery Men of Vhiladelphia 

Boot and Shoe Travelers Association of New York, Ine 

joys Apparel Salesmen’s Club 

Central States Hardware Club 

Connecticut Paint Salesmen’s Club, Ine. 

Costume Jewelry Salesmen’'s Association, Ine 

Dress Salesmen’s Association 

Drug Salesmen’s Association of Pennsylvania, Ine. 

Empire State Furniture Manufacturers’ Representatives, Ine 
Fabric Salesmen’s Guild of New York 

Fabrice Salesmen’s Association of Boston, Inc. 

Fabric Salesmen’s Club of Chicago 

Food Products Salesmen’s Association, Inc. 

Furniture Manufacturers’ Representatives of New York, Ine 
Furniture Manufacturers’ Representatives of New Jersey, Inc. 
Garment Salesmen’s Guild 

Handbag Supply Salesmen’s Association, Inc. 

Infants’ and Children’s Wear Salesmen’s Guild, Ine. 

Infants’ Furniture Representatives Association of Greater New York 
Luggage and Leather Goods Salesmen’s Association of America, Ine. 
Manufacturers’ Representatives Association of Sporting Goods 
Maryland Wholesale Furniture Salesinen’s Association 

Men’s Apparel Guild of Wholesale Salesmen 

Men’s Apparel Club of New York City, Inc. 

National Handbag and Accessories Salesmen’s Association, Ine. 
New England Corset and Brassiere Club 

New England Negligee and Lingerie Association 

New York Association of Hosiery Mill Salesmen 

New York Candy Club 

New York Corset Club 

New York Paint Travelers, Inc. 

New Jersey Paint Travelers Association 

New York-Penn-Ohio Travelers Association, Inc. 

Philadelphia Corset and Brassiere Club 

Philadelphia Cosmetic Club 

Philadelphia Manufacturers’ Representatives Association 
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Philadelphia Textile Salesmen’s Association 

Philadelphia Wholesale Furniture Salesmen’s Association 
Philadelphia Save-the-Surface Paint Club 

Professional Sales Club of New York 

St. Louis Textile Club, Ine. 

Sportswear Salesmen’s Association, Inc 

Textile Veterans Association 

rhe Salesmen’s Association of the American Chemical Industry 
Rocky Mountain Trade Association 

Southern Travelers’ Association, Ine 

rhe Far Western Travelers’ Association, Ine 

Che Piece Goods Salesmen’s Association, ne 

Poy Knights of America 

Underwear-Negligee Associates, In 

Wash Frock Salesmen’s Association, Inc. 


The Cnairman. Thank you, Mr. Shapiro. The next witness will be 
Mr. DeWitt Emery, preside nt of the National Small-Business Men/’s 
Association. 

Mr. Emery, we are delighted to have you here. 


STATEMENT OF DeWITT EMERY, PRESIDENT, NATIONAL SMALL- 
BUSINESS MEN’S ASSOCIATION 


Mr. Emery. | am very vlad to be here, Mr. Chairman. 


‘I he CILArRM AN. Weapprecist the information that you cab give us. 
You may proceed, 

Mr. EMERY. My hate Is DeW itt emery. l am the president ot the 
National Small-Business Men’s Association. My home and the office of 
the association are in Evanston, Ill. 


I shall principally direct my remarks to the financing aspects of 
social security. However. as a supplement to my statement. | have 
summarized our views on certain other aspects of this program. I 
request that this supplement be placed in the printed record as part of 


my statement, 


The Cuamman. Without objection, so ordered 
(The supplement referred to follows :) 


SUPPLEMENT TO STATEMENT OF DEWITT EMERY, PRESIDENT OF THE NATIONAL SMALI 
BUSINESS MEN'S ASSOCIATION, EVANSTON, ILL. 


PAY-AS-YOU-GO FINANCING OF SOCIAL SECURITY 


The various illustrations contained in Actuarial Study No. 38, filed by the 


Department of Health, kducation, and Welfare, indicate that there may be a 
tremendous accumulating reserve, or that there may be virtual future pay as you 
go. It depends on what future assumptions you make 

For example, table II, of Study 38, entitled “High Cost Assumptions,” shows 
trust fund balances of $23.8 billion in 1960; $25.9 billion in 1970: and $25.3 billion 
in 1980. Such assumed balances would probably be close to pay as you go. The 
assumed combined employer-employee tax rate is 5 percent in 1960-64; 6 percent 
in 1965-69; and 7 percent thereafter. 

The tax yield in 1960 is assumed to be $7.8 billion. The trust fund interest is 
assumed at $0.5 billion—approximately the equivalent of the yield of an addi 
tional one-sixth of 1 percent on employers and one-sixth of 1 percent on employees 
and one-fourth of 1 percent on self-employed. 

In 1970 tax revenues are assumed to be $12.5 billion, and trust-fund interest of 
$0.6 billion, which is the equivalent of the same additional tax-rate yield as the 
above. 

In 1980 tax revenues are assumed to be $13.9 billion, and trust-fund interest 
$0.6 billion, which is the equivalent of a slightly lower additional tax rate than 
the above. 
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The estimate shows operations are expected to be $2.1 billion in the red in 
1980, and $4.9 billion in the red in 1990, with the trust fund exhausted by 1989. 
Obviously this would mean pay as you go from then on out, as the estimates 
show $5.6 billion in the red 10 years later under the proposed tax schedule. 

Stated at the bottom of table If of study No. 38 is the following: “Note: All 
estimates are based on high employment assumptions.”’ 

t figures in terms of the required payroll rates would be quite dismal indeed 
if much unemployment were assumed, and even worse if it occurred. This 


Cos 


would mean less revenue and more beneficiaries. 

The principal difference between assumptions of the above estimates showing 
no trust fund in 1989, and estimates in the same table showing $108.8 billion 
in the trust fund and $2.4 billion in interest in 1990, are assumption as to fu- 
ture birth rates It is this vital factor which will largely determine the size of 
the future work force paying taxes. The birthrate and longevity will also, of 
course, largely determine the size of the rolls and benefit costs in the future. 

But what long-term financing policy can be reflected in our present and pro 
posed tax and benefit schedules, when we do not even roughly know their future 
effects? They could increase the present “trust funds’’ fivefold or more, or 
reduce it to zero. We cannot with any certainty presently apply even the three 
times rule adopted a few years ago, which requires estimating ahead only 5 
years 

The basic question is, of course, do we or do we not adopt the pending bill, 
H. R. 7199? If we do, will our economy be such as to meet the high employment 
assumptions on which the $7.8 billions of estimated social-security tax revenue 
for 1960 is based? 

These in turn lead to other billion-dollar questions. Will we hereafter experi- 
ence the low cost assumptions producing an estimated $6.6 billion expenditures, 
or the high cost assumptions producing an estimate of over $1 billion higher? 
Will the trust fund in 1960, have in it the estimated $2.9 billion, or the estimated 
$23.8 billion? 

Because we must live in a real world, and not in one full of vast assumptions, 
our association feels we should follow a social-security tax rate procedure di 
rected to estimates for receipts and expenditures over the ensuing year or two, 
fixing the rate to meet this situation. We suggest statutory guiding limits, 
producing rate changes in even fractions, such as the nearest quarter of 1 per- 
cent, estimated to balance estimated expenditures for the ensuing year within 
these limits. With this in mind, we suggest that rate determinations and an- 
nouncements be made in October or November of each year. We also suggest 
that responsibility for these estimates be primarily vested in the Secretary 
of the Treasury, who is the so-called managing trustee of the trust fund under 
existing law. Whether he or representatives of the Senate Finance Committee 
and the House Ways and Means Committee, should fix the rate required pur 
suant to the law for the ensuing year, and whether congressional approval would 
be required, are matters of policy and procedure. 

Whatever the procedure, our objective is to achieve the practical results of 
currently balancing social-security taxes and disbursements. We do not believe 
the needless and burdensome social-security tax increase which occurred in 
January of this year would have happened under a realistic procedure of the 
sort I have outlined. In the light of our present experience it would be com 
pounded shortsightedness to allow the present situation to reoccur. 


PROPOSED BENEFIT INCREASES 


H. R. 7199, the administration bill, proposes substantially to increase benefits 
of persous presently on the rolls; particularly to increase the maximum and 
near-maximum benefits; and to provide benefits for persons retiring after the 
middle of 1956. These increases would produce benefits as high as $162.75 per 
month for an aged couple. 

The statement of the Secretary of Health, Education, and Welfare as to why 
the proposed new increase is necessary is that, “In my opinion a readjustment 
in benefits to take into account the improved living standard of the American 
worker is necessary.’ While this may be desirable, it is a clear departure from 
the original protection concepts of the system. 

The Secretary also concedes in effect that benefit increases have already ex- 
ceeded living-cost increases, in her further statement that “benefit increases 
enacted by Congress since (1935) have done little more than keep pace with the 
inilationary trend.” 
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She added that “low * * * benefits result in need for substantial supplementa- 
tion through old-age assistance payments.’ However, she does not explain how 
her proposal for increasing the minimum old couple's benefit by $7.50 per month 
or increasing the minimum widow’s benefit by $3.75 per month will keep them 
off public assistance; or, in the same vein, why creasing the maximum old 
couple’s benefit $35.25 to $162.75 is necess to keep them off public assistat 

We believe, therefore, that in detern ng present policies it should be re- 
emphasized that the main goal of social security is to extend its minimum he 
efits to aS many as possible, as opposed to enlarging its maximum benefits while 
large parts of the population are still unprotected 

In 1952, less than 2 vears after the 1950 social-security amendments became 
effective, benefits were increased. 

The explanation of why they were increased was stated in the House and 
Senate reports. These explanation were sSimlial They again were based on 
increased living costs Here is the reason assigned in the Senate report: 

‘While the money income of man oups * has e up since the out 
break of hostilities in Korea, the benefit rates of over 4 million persons now 
on old-age and survivors insurance r« ; were determined the early part f 
1950, prior to the beginning of the present emergency period As a consequence, 


j 


retired aged persons and widows and orphans are finding it very difficult to 
meet their costs of living. 

Today the average old-age insurance benefit f a retired worker is abo 
$42 a month. For aged couy i 


Principally as a result of the increase granted i Ih) » persons then o 








ies, the average 18 $1U; Tor an azed widow 





rolls, and in some measure due to the higher benefits under the benefit formula 
of new beneficiaries, the retired worker's benefits increased from $42 to $40 by 


the end of 1952. Aged couples’ benefits increased from $70 to nearly $82, and 
aged widows’ benefits from $36 to $40.70. Except fe the fact that nearly a 





fourth were receiving mil im or near-minimum benefits, the above aver: 











would have been much highe 

According to the statement of the Secretary of Health, Education, and Welfare 
(p. 37), despite the large percentage drawing minimum benefits, the average 
benefit for retired workers is now $50 and for aged couples is S86. 

Persons who are retiring under the 1952 benefit fe ula sed « wages since 
1950, are receiving much larger than the above averages Che retired worke is 
far back as last June, were averaging $63. For male workers the average Was 
$70; tor aged couples it was $104.30. The current average is presumably st 


higher. 

With respect to this most recent experience our organization’s position con 
tinues to be that if any benefit increases are to be made they should be in the 
minimum benetits—not in the maximum and near-maximum benefits 

In summary, we find our position to be considerably in ‘ 
stated to this committee by Congressman Byrnes, of Wisconsin: namely that it 
is more desirable at the present time to devote any available extra revenue to 





widening the minimum coverage of current social security to unprotected aged, 
rather than to expand the future benefits of persons now covered by the program 


PROPOSED $4,200 WAGI SAS] 


Ability to pay the proposed new maximum benefits is predicated in large part 
on the extension of the social-security tax base from the present $3,600 to $4,200 
If this is done the man earning $4,200 per year or more and his employer, if he is 
not self-employed, would pay 1624 percent more social-security taxes than at 
present. Yet, the individual would get only about 9.7 percent more benefits than 
would be the case if the present $3,600 were retained. We oppose this increa 

gain on the ground that it is less essential to add to the present burden of soci: 
security in the name of maximizing benefits for those now covered, rather than t 
expand the present coverage to groups now without any social-security protectior 

The main reason given by the Secretary for the proposed expansion of the wage 
base is that “there has been an increase since 1950 in the percentage of covered 
people who have less than their total earnings covered” and t “the benefits 
they receive represent a smaller proportion of the actual earnings th: 
contemplated at the time the wage base was set at $3,600.” 

The fact is that, due to the benefit increases in 1952, the $4,200 per year man 
gets almost as much at present as would have been the case if the 1950 formula 
had been extended to $4,200 instead of limited to $3,600. For average wages in 
excess of $100 per month, the 1950 formula gave 15 percent. Thus a $300 per 











nh was 
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month man was paid a primary benefit of S80. If the formula had been extended 
to $4,200, the present benefit for an old couple would be only $3.25 above the 
$127.50 actually paid old couples under present law. We do not believe that such 
a nominal increase justifies the onerous costs of expanding the wage base to 
$4,200. 

A second principal argument of the Secretary was that “a steadily diminishing 
proportion of the Nation’s covered payrolls is available for financing social 
security.” This merely amounts to saying that more covered taxpayers have 
taxable earnings in excess of $3,600 than was the case in 1950. That is fortunate 
for the people and the economy but is hardly an argument in favor of further in 
creasing the tax base. On the contrary, it strengthens the evidence that the 
present $3,600 tax base is sufficient to meet present social security benefits. 
Until the whole system is made universal as to its minimum protection, we do 
not favor increasing its proportionate favoring of the fortunate protected at the 
increased cost of all employed persons 

Mr. Emery. The membership of the National Small Business Men’s 
Association has had broad practical experience in one part of social 
security—the taxpaying part. In the first place, we participate as 
local t: ee State taxpayers, and Federal taxpayers, in financing 
pub lic assistance. We pay both State and Federal unemp rlovme nt 
taxes. We i pay sock al secur ity emp lover taxes, employee taxes, 
and self-employment taxes. And in addition to all these present pay 
ments, as I shall point out in some detail, the so-called social secur ity 
trust fund and its reserve financing also means an ever-increasing 
commitment for the diversion of future general taxes to the support of 
Iederal social security benefits—and this we shall also have to help 
pay. 

live years ago this month, Mr. L. M. Evans, preside nt of Elliot & 
Evans, Inc., Cleveland, Ohio, a trustee of our association and speaking 
in its behalf, urged your committee to pl: we Federal social se urity 
on & pay-as-you-go basis. 

‘Weanias at that time, and we say now, that a pay-as-you-go policy is 
necessary for sound secur ity. Ww e op pos sed then and we oppose now 
what we view as an inde fe sible pri actice; hame ‘ly, the policy V of less 
than pay-as-you-go in finane ing of gener: al Governme nt operations 
and more than pay-as-you-go in financing social security. 

At the time of our prior appearance, social security receipts had by 
then exceeded social secur ity expe nditures by some ‘thing over S10 bil 
lion, according to Treasury reports. And it is worth particular note 
that this total included items aggregating well over 1 billion dollars 
labeled “interest” 

Since the time of our 1949 appearance, the bookkeeping balance 
shown for the social security trust fund has nearly doubled and the 
“interest” items have more than doubled. To date, a total of some 
823 billion has been credited as interest. 

The present estimates for the year 1960 are that between $600 
million and $700 million will be credited for that year as interest; 
and for 1970 the interest item may be substantially over $1 billion. 

The theory has sometimes been advanced that it makes no difference 
whether the Government pays interest to itself or to some bond 
holder. This ignores at least one vital difference. Our Government 
does not and cannot tax itself on interest. it pays itself, while it can 
and normally does tax interest paid to its bondholders. 

As things now stand, we have a general policy against Federal 
bonds with tax-free interest. Yet we keep - ling to the Government 
books, as social security credits, billions in charges against future 
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general taxes which are labeled “interest.” These are cert uinly tax 
free. 

Current social security tux collections far exceed amounts currently 
needed for social security purposes. The excess, with these added 


items labeled “interest,” are what is called “the trust fund balance.’ 
There are few Government accounts, if any, and very little Govern 
ment arithmetic about which there is more popular misconception 
than about this social security reserve and the way the social security 
books are kept. By and large, the public regards social security as a 
sort of hybrid between a savings account and an insurance policy. 
They know that they and their elp lovers have paid b llions of dollars 
into it and they have the happy notion that all those billions are just 
sitting in that vast reserve fund until it comes time to pay out the 
benefits. Actually, of course, that reserve fund is simply some com 
plicated bookkeeping backed up by some Government [ O U's which 
will be only as meaningful as the Government credit and the legisla 
tive decisions about social security payments in the future. 

But be that security as it may, there is also a lot of misconception 
and costly confusion even about the manner in which we are collect 
ing these so-called reserves for our future social security. With your 
permission I will give you what to my mind is a startling and rathe1 
unhappy illustration of a very expensive revenue raising procedure 
now being followed by our Government. 

Social security taxes are often far from being net additional reve 
nues to the Government. For example, about half the social security 
taxes come from the employers and are deductible as a business ex 
pense. 

Now let us take a specific example of collecting more social security 
taxes than are currently needed, and trace the pract ical results of this 
collection and the “trust fund” operations. 

When an employer is required to pay in currently even one un 
needed social security dollar, here’s what happens— 

First, this dollar Is deductible as a business expense for icone 
tux purposes. Let’s suppose the employer is a corporation paying the 
52 percent income tax rate. Immediately there is 52 cents less paid in 
corporation income taxes because of this unneeded social security tax 
payment—and we can all agree that current financing of our general 
operations needs this lost 52 cents. 

Second, as a result of Uncle Sam’s collecting this currently un 
needed social security dollar (which actually costs the Government 
52 cents in lost income taxes and nets it 48 cents), Uncle Sam chalks up 
a dollar credit to what Congress has labeled the OASI trust fund. 
Thus there is a dollar debit against future general taxes for an actual 
additional 48 cents in current total revenues—a very expensive method 
of collecting 18 cents, especially since it is not immediately hee ded for 
social security purposes. 

As a third effect of this unfortunate kind of finance, under the 
social security trust fund bookkeeping arrangement, not only is a 
dollar charged against future general revenues for this additional 48 
cents, but in exchange for it a Government obligation carrying “in 
terest” is issued. 

This interest is annually added to the trust account and exchanged 
for more obligations bearing more interest, and so on and on—com 
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pounding the interest annually. The current interest credited is at a 
rate of about 2.4 percent which is nearly 5 percent on the actual 48 
cents additional revenue. And this in effect is also compounded 
annually. 

At the end of 20 years, after reeciving 48 cents now in net added 
revenue, the total debit would be $1.27. At the end of 40 years this 
debit would be $1.61. This is indeed a high price to pay for an un- 
necessary 48 cents now. 

If instead of such a costly practice, the Government were to borrow 
18 cents on the open market, the resulting commitment on general 
revenues would be less than half the above. Moreover, the Govern- 
ment would be paying interest currently and, in turn, collecting taxes 
on much of the interest paid. 

And why, it seems reasonable to ask, should we continue this trust- 
fund operation in violation of our national policy against issuing Fed- 
eral tax-exempt bonds? Why, for an unneeded current 48 cents, 
should we in effect pay a premium of 52 cents plus 5 percent compound 
interest extending into the future ? 

If the Government must have this 48 cents, and we are willing to 
reverse our present policy aaginst tax-exempt bonds, why not get it at 
the extremely low interest rate which would suflice to make the bonds 
marketable ? 

The National Small Business Men’s Association is strongly against 
tax-free Federal bonds and feels that it is folly for the Government to 
obtain money for current operations under the fantastie and expen- 
sive procedure | have outlined. 

Furthermore, we are deeply troubled by the popular impressions 
which have arisen as to the nature of this so-called trust fund, and by 
the pressures for unwise benefit liberalizations generated by public 
statements that the fund has $20 billion in it. 

Despite the urgency for balancing the budget, the taxpayer has just 
been given some relief from the crushing burden of income taxes. But 
at the same time, despite the lack of any current need for more social 
security tax revenues, and against the recommendations of President 
Eisenhower, his social-security tax has just been increased by 3314 
percent. 

To what end, we might well ask, is it so important to collect this 
currently unneeded additional social-security tax, while reducing our 
general revenues and at the same time obligating our future general 
revenues to larger and larger social-security commitments, which are 
increasing with the added impetus of tax-free compound interest ? 

Fortunately, it is not too late to undo this misguided fiscal policy. 
Our organization asks as an‘immediate first step that this new and 
— increase be here and now rescinded retroactive to January 
, 1954. Besides correcting the costly policy I have described, this 
action would release vitally important purchasing power and afford 
relief greatly needed in our present economic circumstances. 

The Secretary of Health, Education, and Welfare has pointed out 
the rise in wages since 1950. She mentioned these wage rises as a 
reason for increasing benefits. We suggest on the contrary that this 
rise in wages has meant more than expected OAST revenues, and af- 
fords a valid reason, following the precedent of several past occa- 
sions, for reestablishing the old social-security tax rate. 
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This would aid directly some 63 million current social-security tax 
payers, and would reduce the impact of these taxes on the additional 
10 million whose coverage is now proposed. 

In all of these matters our organization is mindful of the fact that 
millions of Americans are vitally concerned with the actual security 
they hope to have through social security. We are certain that this 
step would improve, not impair, that security. 

Fundamental to all economic security, including any obtained 
through social security, is a sound economy. ‘Therefore it is basic to 
inquire what would happen to our tax revenues, including social- 
security tax revenues, if we have a declining economy at any period 
in the future. We are in such a period now to some extent. As 
result, it is generally conceded, and has been reflected by the recent 
actions of this committee, that tax relief at this time is vitally essential 
to our economy. 

There is no magic in the label “Old-Age and Survivors Insurance 
Contributions Act.” Returns collected under this title are by no 
means exempt from the general desirability of not increasing taxes 
at this stage of our economic situation. 

Your committee is under tremendous pressure to increase benefits— 
particularly to revise your benefit formula upward for future benefits, 
This pressure is, of course, intensified by the popular notion that the 
present surplus 1 in this imaginary reserve makes it easy to raise benefits 
now and in the future. Hence in large part the pressure for liberaliza- 
tion is born of popular ignorance of the basic arithmetic of social 
security. 

Our organization is embarking on an educational campaign to 
improve public understanding of the elementary social-security facts. 

We hope that this will reduce the pressure on Congress. But this 
program will take time, and require help from many quarters. 

Meantime, we ask you to restore the 1953 social-security tax rate 
of 1.5 percent on employers and 1.5 percent on employees. We also 
urge you to develop a carefully ri pay-as-you-go system which 
will correct the dangerous illusion of a mounting social-secur ity “trust 
fund,” and the resulting pressures for higher expenditures. 

You will find some specific suggestions for achieving this in the 
supplement to my statement. We pledge our full support in this 
necessary move toward sound social security and a sound economy. 

In conclusion it seems relevant to repeat a fact stated before this 
committee in 1949: 

“A bankrupt ee does not pay sickness, accident, old-age, 
or any other kind of benefits, no matter how much money people may 
have paid into a ‘social-security’ fund.’ 

The CHatrMan. Does that conclude your statement ? 

Mr. Emery. That concludes my statement. 

The Cuatrman. We thank you very much for your appearance and 
for the information that you have given to the committee. 

Are there any questions? 

Mr. Mason. Mr. Chairman. 

The Cuarmman. Mr. Mason will inquire. 

Mr. Mason. Mr. Emery, I have been on this committee for about 
6 years and I have never heard testimony as direct and as specific 
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and as convincing as the testimony you have given here in this short 
statement of yours. It is full of meaning. 

You are a man after my own heart. 1 thoroughly agree with the 
thesis that you have laid down here, that it would be cheaper gn 
better in a long run if we had a pay-as-you-go basis. Certainly it is 
time that we were doing a little thinking about this if we are going to 
extend and broaden the basis and take more people into an unsound, 
inequitable system as our present system is. 

I commend you upon your testimony and say that I agree with you 
heartily. 

Mr. Emery. Thank you, Mr. Mason. 

The CuarrmMan. Are there any other questions ¢ 

I hear none. 

We thank you again, sir, for your appearance. 

Mr. Emery. Thank de Mr. Chairman. 

The Cuarrman. The next witness is Mr. Charles E. Sands, interna 
tional representative, Hotel and Restaurant Employees’ and Bartend 
ers’ International Union. 


STATEMENT OF CHARLES E. SANDS, INTERNATIONAL REPRESENT- 
ATIVE, HOTEL AND RESTAURANT EMPLOYEES’ AND BARTEND- 
ERS’ INTERNATIONAL UNION 


Mr. Sanps. My name is Charles E. Sands. I represent the Hotel 
and Restaurant Employees’ and Bartenders’ International Union. 

Mr. Chairman and members of the committee, representing over 
420,000 who are affiliated with our international union, with the Amer- 
ican Federation of Labor, and with the Railway Labor Executives 
Association, I wish to thank the committee for the opportunity of 
presenting our views. 

We subscribe wholehearted]y to the policy of the American Federa 
tion of Labor as presented to this committee. 


I will not deal generally with all of the aspects of the proposed 
legislation. To do so would, no doubt, be a repetition sie au Waste 


of time. 

I will confine my statement to one phase, the one that vitally affects 
many of our members, the inclusion of tips received by employees, 
received with the knowledge and approval of employers in establi sh 
ments where the receiving of tips has been for years the recognized 
custom. 

Social security legislat ion was enacted to preserve the dignity of the 
workers who were unable to lay up enough for old age, and to avoid 
that long, long walk over the hill to the poorhouse; yes, in order to 
eliminate the poorhouse altogether. 

Yet we find that millions receiving a part, or in many cases most 
of their earnings unreported, untaxed for social-security purposes, 
yet taxes as income, meaning little credit accruing to these workers 
in the social-security fund. 

The Congress has not eliminated the fear of insecurity from these 
millions and the long, long walk over the hill looms very vividly in 
the minds of these workers. 
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Present sentiment seems to be more coverage, to have social security 
cover more people ; remove the fear ot old age from as many as 
possible. 

Gentlemen. may ] point out that if the committee covers the millions 
now made in tips by the millions employed in establishments wherein 
the receiving of tips has long been the custom, you are but conforming 
to present sentiment and rendering simple justice to these workers. 

During the Slst Congress, the House Ways and Means Committee 
recommended and the House passed legislation that tips should be 
taxed for social-security purposes and be included in the computation 
of benefits. This legisl: ition died in the Senate Finance Committee 
let us hope that today we are more enlightened and more progressive 
and more humane. 

Several years ago the Senate created a committee composed of 
men and women from all walks to study social security and needed 
legislation for improving. This committee recommended that tips 
be included reportable for taxes for social-security fund. 

The present committee created by Secretary Hob by to study social 
security—this committee recruited from all walks—pointed out that 
tips would need to be included as wages in order to make protection 
complete for workers receiving parts of their renumeration in this 
form. (See p. 5, Consultants Report.) 

It has been ¢ alled to my attention many, many times the plight of 
widows and children whose breadwinner dies, and his credit in the 
fund is so small that even to bury was the immediate problem because 
his tips, the major part of his income, was unreported and untaxed. 

The CuarrMan. Thank you very much, sir, for your presentation 
of your Vv iews with reference to this problem. 

Mr. Sanps. Thank you, Mr. Chairman. 

Mr. Kean. Mr. Chairman. 

The CHarman. Mr. Kear 

Mr. Kean. How would you figure out the tips from the point of 
view of the employer who has to pay his 2 percent? How would 
you figure out how much he would have to pay when you did not 
know what the tips were / 

Mr. Sanps. Well, Mr. Congressman, I am very glad you asked that 
question. The employer would not be in dutybound to report and 
pay until the employee had submitted to him, with his 2 percent, the 
amount he had received in tips. Now, I have been asked that question 
for year and years. ‘The employer must know what the tip-receiving 
employee receives for the purpose of arriving at premiums for work- 
men’s compensation, No. 1 

The employer must also know approximately what the tip- recelv- 
ing employee receives for the purpose of unemployment insurance. 

Third, the employer must know, because it is his duty, what the 
worker rec eiving ti Ips receives for the purpos e of income. 

Now, what they do—and I _— this is an answer to your question— 
is that the employer, with let us say 100 waiters or waitresses, does 
not take $2 for Jennie, or $3, or + 895° or $80. Thee mployees in these 
establishments do exactly what they do now to give the employer 
what he needs in order to know what workmen’s ‘compensation should 
be, or what unemployment should be. 
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‘I hey vet together and take the lowest or slowest waiter and the 
fastest, and they average it up and arrive at a figure of so much for a 
day, or so much per week, or so much per month, and all of them in 
that establishment pay income tax on that. 

The employer uses it for knowing what he should pay. 

Now, in some States, thev recognize this. The State of New York 
recognizes 7 percent of the sales of the restaurant employee in certain 
establishments, of course, of first or second class. The State recog 
nizes that. 

Mr, Mason. As the amount of the tip? 

Mr. Kean. As the amount of tips they expect the employee to get? 

Is that the 7 percent ¢ 

Mr. Sanps. The State recognizes that 7 percent is a good fiwure of 
the total sales. 

Mr. Kean, But in some States there are no payments made on an 
employment compensation, An employer in New Jersey does not 
pay any tax. I take out insurance. 

Mr. SANDS. You mean for workmen’s compensation ¢ 

Mr. Kean. For workmen’s compensation, yes. 

Mr. Sanps. But if you are running an establishment where a num 
ber of your employees receives tips, the insurance company must know 
approximately the figure so that they can base your premium on that. 
For instance, in the District and in most States, the waiter or waitress, 
or the bellboy or porter, or what have you, receiving tips, if he is 
injured, under workmen’s compensation he doesn’t just get two-thirds 
of his base salary. He gets two thirds of his income. 

{In other words, the waiter may get $25 a week. 

Mr. Kean. In other words, you say that the employer of people who 
make a large part of their living on tips, already knows some rough 
estimate of what those tips are, and already keeps books on that 
account, so that there would be no difficulty / 

Mr. Sanps. Mr. Congressman, the hotel or restaurant manager, 
who couldn’t take the day’s checks from the day previous and come 
to a pretty good idea of what the waiter or waitress makes would not 
be fit to be manager of such an establishment. 

The CuarrmMan. Does that conclude the questions ¢ 

We thank you very much for your appearance. 

Mr. Sanps. Thank you, Mr. Chairman. 

(The following material was submitted for the record :) 





STATEMENT OF ARTHUR J. PACKARD, CHAIRMAN, GOVERNMENT AFFAIRS COMMITTEE, 
AMERICAN HOTEL ASSOCIATION 


Mr. Chairman and gentlemen of the committee: I am Arthur J. Packard, 
Mount Vernon, Ohio. I am chairman of the governmental affairs committee of 
the American Hotel Association. 

We noticed with deep interest some testimony before your committee by 
spokesmen for labor groups, urging that tips be regarded as income for social 
security purposes. We are compelled to object to this proposal. 

The witnesses argue that the employee who receives tips, and who accordingly 
receives a lesser cash wage, is being discriminated against. ‘It is true that if 
the tip income were made known, and social security contribution made thereon, 
the credits for that employee, under the OASI program, would be increased. 

This has been proposed before but the hotel industry honestly does not 
believe that such a proposal is practical and workable. How could any employer 
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be expected to withhold and pay tax on tip income when he has no knowledge 
of the amount and no practical means of taining t information 

The revenue that the hotel service employees receive s pocketed entirely by 
them and is almost never reported to the management. It is only in those estab 
lishments where a percentage for gratuities is added to the che that the man 
agement can determine the amount, and employers are already required to with 


hold and pay contribution nder these mistanee Otherwise, it LLLa pe é 
to demand and obtain an accurate an ull account! f this type of inco 
from every service elmplo et 

Spokesmen for labor groups e ulways pointed out that it is imprac 
to report tips for income-tax-withholding purpose anich the ame reasonil 
should apply here, If tips are reported for social security purposes, the employer 
will certainly be required te | ree ‘ ‘ he amount reported, and 
yet he never has the money I hanes Phe ce plications and impracticabi 
of this are too numerous to mention 

The only practical method is for the employees to tre tl tip income in the 
manner that the self-employed person doe and make a report direct to the 
Treasury. Many tip employees are banquet waiters and other isual employees 
who sre essentially self-employed at least to the extent of the tips they receive 
from patrons 

rhe tip income does not come from the hotel management it from the genet 
public This suggestion would solve the problem of in ne the ti nh waces 
and provide the employee with appropriate and fu venefit ind he ocial 


security laws, 


Hore, AND CLuB EMPLOYEES UNI LOCAL 6, 
lov AND R AURANT EMPLOYEES AND 
BARTENDERS INTERNATIONAL UNTON, A. F. ¢ L 
New York, N. Y.., ipril 13, 1954 
Subject: Revision of definition of wages to include tips and gratuities for social 
security purposes 
Hon. DANteEL A. Reep, 
Chairman, House Waus and Means Committee, 
New House Office Building, Washington, D. ¢ 





DEAR REPRESENTATIV!I REED We had req iested time to appear before 


House Ways and Means Committee to present oral testi1 yon H. R. 7199. The 
clerk of the committee, Mr, Russell Train ndicated to us in a letter dated 
April 1, 1954, that we could not sa local organization appear before the com 


mittee. It was, however, indicated that the committee would accept written 
testimony for the record. The following statement is therefore subm 


STATEMENT OF THE OFFICERS OF THE Ho wp Ctur EmMPpLoyvees UnNton, I 
No. 6, AFFILIATED WITH THE HOTEL AND RESTAURANT EMPLOYEES AND BAR 
TENDERS INTERNATIONAL UNION (AFL) 


. * * * » ° » 


We, the officers of local 6 of the Hotel and Club Employees Union of New York, 
represent 27,000 members in the five boroughs of New York We are also affili 
ated with the New York Hotel Trades Council, which has a total membership 
of 35,000, and with the New York Local Joint Executive Board of the H. and 
R. E. and B. I. U. of AFL, with a total membership of 70,000 

Five thousand members of our local union are in tipping classifications. In 
the main these workers are waiters and waitresses in the hotels and are paid a 
minimum wage of $24.25 per week, as provided by the contract between the New 
York Hotel Trades Council (AFL) and the New York Hotel Association. These 
workers are as dependent upon their tips for adequate earnings as they are 
upon the wages paid to them by their employers 

The amount of money paid to these people weekly as wages is so far below 
that which is needed to maintain a decent standard of living that it is quite 
apparent that they are considered to have additional earnings in tips as an 
inherent part of their job rate While we do not accept or approve of the con- 
cept of tips and gratuities as a substitute or rational for lack of adequate wages 
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we are forced to concede that this is the manner in which these people are 
compensated. 

No part of the tips, so obviously a part of earnings, have ever been considered 
for purposes of computing benefits under social security waxes, as defined for 
the purpose of this law, become difficult for our members to accept or under 
stand because of the inconsistent and contradictory nature of the Federal and 
State laws. 

New York State defines wages for the employees in the hotels so as to include 
tips in the amount specified by the employee ($2 or $3 per day, etc.), or the 
employer may pay into the insurance fund on the basis of 7144 percent of gross 
receipts, for purposes of computing unemployment compensation. Tips and 
gratuities are also included as earnings for purpose of State income taxes and 
workmen’s compensation. 

Arguments have been advanced in the past that to include tips and gratuities 
as part of earnings for purposes of computing benefits would be too complicated 
an administrative procedure, since each worker's tips are subject to great varia- 
tion. We would like to point out that the House Ways and Means Committee 
has previously considered this problem. This committee in the &1ist Congress 
submitted a bill (H. R. 6000) to the House of Representatives that provided that 
tips received during any calendar quarter were to be reported by the employee 
to the employer in writing, and that such tips as were reported were considered 
remuneration by the employer for purposes of social security. This bill was 
subsequently passed by the House, but its counterpart was defeated in the 
Senate. 

The Federal Government is in conflict not only with the States in defining 
wages (in almost every State tips and gratuities are considered a part of wages 
either by law or regulation), but a conflicting definition exists within various 
Federal statutes as well. 

The Internal Revenue Bureau defines tips as earnings for purposes of in- 
come tax. Our members pay their taxes on this basis. To tax workers in one 
instance, and to refuse them benefits in another instance, based on the same 
enrnings, becomes a position so lacking in equity and justice as to be indefensi- 
ble, 

Under the law as it is now constituted, a waiter earning $24.25 per week, re- 
tiring at age 65 (with no dependents) is eligible for as little as $55 per month 
in social security benefits. Again using the present formula but including, as 
does New York State, an additional $3 per day in tips as wages, this same waiter 
would be entitled to approximately $10 more per month in benefits. 

When the Social Security Act was passed in 1935, it was predicated upon a 
need to provide safeguards against poverty and need for public welfare assist- 
ance. It was also meant to be an incentive to the older worker to retire to make 
room for others coming into the labor force. The older worker will not, and in- 
deed cannot, retire in our industry on an income of $55 per month. To retire 
on such an amount would mean to seek public assistance. 

Our members are loathe to choose, and in this we concur, charity as a means 
of support in their old age. <A far better and more humanistic approach is one 
in which the employer and the worker contribute over a period of years to their 
own insurance fund. It is then money that they have worked for and is right- 
fully theirs to retire on. 

It is a short-sighted point of view, in terms of our national economy, to have 
an increasing number of older workers who cannot afford to retire. Our labor 
force not only grows larger every year as the population increases, but also 
grows as life expectancy rates rise. Encouragement in terms of increased 
benefits must be offered to the older worker to retire. 

Including tips as part of wages for purposes of computing earnings under 
social security will not, of course, solve the entire problem of the older worker. 
However, the committee is considering extending the coverage and benefits as 
outlined in the President’s program. You should consider, as well, extending 
the fullest possible benefits to those workers already covered, who are not re- 
ceiving a reasonable amount because of an unrealistic definition of wages. 

You have in the record the testimony of the AFL and of Charles E. Sands rep- 
resenting the Hotel and Restaurant Employees and Bartenders International 
Union, as presented on April §, 1954. We support the position of the AFL and of 
our international union which represents over 400,000 workers. 

The House Ways and Means Committee has acted favorably in this matter 
in the past. Also, we understand that the advisory committee (composed of gov- 
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ernment, labor, industry, and social workers) to Secretary Hobby has also re 
ommended passage of this measure. 

It is our hope and earnest desire that this committee will, after due consid 
eration, report to the House of Representatives in favor of amending the deti 
nition of wages to include tips and gratuities. 

Respectfully yours, 
DAVID HERMAN, 
President 

JAMES MARLEY, 

Secretary-Treasurer. 

Scotry EcKForp, 

Recording Secretary 

Betty BENTzZ, 
General Organizer 


The CHairman. Next witness is Mrs. Henrietta C. Epstein, vice 
president of the American Association for Social Security. 
We are very glad to have you here, Mrs. Epstein. 


STATEMENT OF MRS. HENRIETTA C. EPSTEIN, VICE PRESIDENT, 
AMERICAN ASSOCIATION FOR SOCIAL SECURITY 


Mrs. Epstein. Thank you, gentlemen, for letting me be here today. 

The American Association for Social Security, of which I am vice 
president, was founded in 1927 by my late husband, Abraham Epstein, 
and I am sure, Mr. Chairman, that you probably knew him since we 
are also New York people like you. 

It was founded by my husband and several other persons interested 
in the welfare of our old men and women. We campaigned for old 
age pensions in the States before the passage of the Social Security 
Act. and were quite successful, and we did a good deal of work that 
went into the thinking of the Social Security Act. 

We were committed to the principle of social insurance at the time 
in this country when it was exceedingly unpopular to do so. 

We consider it the simplest and most adequate method of alley lating 
the problem of insecurity not only in old age but also when a person 
is confronted by such emergencies as the loss of a job, sickness, invalid- 
ity, or death of the breadwinner. 

We felt it is important not only to guarantee some income to those 
who are deprived of earnings through circumstances beyond their 
control, but that it must be done in a self-respecting manner and with- 
out the humiliation of a means test. 

It is also our belief that social insurance is less cost ly to the tax 
payer since the insured himself participates during his working life. 

We are the ones who coined the term “social security.” 

I am also here to represent the New York chapter of the League 
for Industrial Democracy, and before coming here I also spoke to 
several organizations in New York who discussed this matter of social 
security with me. 

At this point I want to reaflirm my faith in the principles embodied 
in our old-age and survivors insurance program as opposed to the plan 
advocated by the Chamber of Commerce and sponsored by Congress 
man Curtis in his social security proposals in H. R. 6863. I am glad 
that H. R. 7199 aims to strengthen our insurance program instead of 
tearing it apart. 

I feel that our approach to social security must not remain a nega- 
tive one. 
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Social secur ity is not a new idea of government pamper ing of our 
citizens. It is not a deterrent to individual initiative and to priv: ate 
enterprise. It is not the old idea of Bismarck: that of strengthening 
the state at the expense of the individual. 

I have studied social security in many European countries so I can 
tell] you that we did not aim to do this when we were studying for our 
Social Security Act in 1935. It was not Mr. Epstein’s idea, nor mine 
either. 

On the contrary, we felt that social security must be a constructive 
program. That, of course, is the civilized desire to feed and shelter 
the destitute and the helpless in the most self respecting manner. 
Then also, as an economist, I would say that it is the best medium of 
unde rwriting the pure hasing power of thousands of our American 

‘itizens, which is an essential to the stability of our national economy; 
‘ other words, to maintain purchasing power at the time when there 
is hone, when you are old or unemployed or sick and have ho wages 
coming to you. 

Then the most important reason for social security is the sound legal 
instinct that, unless a minimum of economic security is established, 
suffering masses of citizens will turn to dangerous solutions as they 
have done in Europe repeatedly, to Hitler and the Communists, and 
it has been really very, very bad. 

Also, as a nation I want to show other people of the world that our 
claim to fame does not rest on the position of the most powerful bomb 
ever devised but, on the contrary, that we are interested and dee ‘ply 
concerned for the well-being and happiness of our citizens, and in 
this way we can fight communism and tell them we are doing a good 
job in this country. 

Now, I am going back to H. R. 7199, and I am very pleased that it 
is a ver Vv food ste p forward and I cert: ainly agree with our Secretary 
of Health. Education, and Welfare. However, I feel that those reeom- 
mendations do not go far enough, to my mind, and I would like to 
have our picture much more complete. 

Therefore, I have listed a few changes, improvements which T be- 
lieve, in the light of my experience and my study of social security, I 
would advocate, and I shall list those briefly. 

First, I think that it is a very worthwhile idea to freeze the benefit 
rates of those who have a substantial rat record during the 
years they suffer total disability, as provided in 7199, but I do 
think this is not enough. This disability vou have heard a lot about 
already, but I would thing this is not enough. 

This disability freeze, to me, does not go far enough. The insured 
person is left without income when he is disabled, and he must. wait 
until he gets to 65 to draw his old-age insurance benefits. 

[ would think we would need to remedy the disability insurance 
benefits in our Social Security Act. 

Now, No. 2, I believe the limits on annual earnings that are used 
as base for the taxes and benefits should be higher than $4,200 which 
has been provided in H. R. 7199. 

I would go higher, to $4.800 or even $5,000. 

No. 3, I believe benefits should be increased and I shall go back to 
that later. I still think we should restore the increment in the benefit 
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amount, that increment that we had before 1950 for each year of work 
in covered employment. 

That was repealed in 1950, as you know. 

No. 4, I believe it wouk l be lM port: int to encourage peop le to con 
tinue working after retirement age, after 65, by granting them when 
they retire later, a small increment for each year in which they worked 
after the age of 65. , 

No. 5, I would recommend that women be entitled to draw their 
old-age insurance benefits at the age of 60 if they wish to retire at 
that age, but I would not compel them to do so. , 

No. 6, I do believe that " computing the average monthly wage for 
benefit purposes it woul 1 | ve best if the 10 best consecutive years of 
covered earnings were used instead of permitting only the 4 lowest 
years of earnings to be dropped out, but, however, I would be sat 
fied with the 4 lowest years of earnings to be dropped out if we 
cannot do any better at this time. 

No. ‘be to my mind the most import: int poll t is that we should con 
sider the financing of our old-age and survivor's insurance program 
on the basis that will be equitable and fair, not only to the workers 
and employers but to our entire economy. 

Now I shall take each point. 

We have no disability insurance in the Unite : States, including the 
Social Security Act, although many E uropean countries have such 
programs. You are aware, lam sure, that in hacuantias if we except 
the high rr ment rate during the depression years that illnesses 
were the greatest cause of poverty and de pe nde ney, an | you must 
remember Mr. E pstein and I had done a lot of work on this particular 
problem of old-age benefits and realized before we had our Social 
latte Act that many of our people were aeiendiond after 65 and 
had nothing to fall back on because they had been too ill to accumulate 
any savings. 

Disability disrupts family life completely because, when the bread 
winner is unable to make money and earn his living, his re poet bili- 
ties do not cease. He has chil lre nto br Ing up, an this does not give 
him a good start in life. 

When savings are exhausted, the family must apply for relief or 
get help from friends and relatives. 

I want to add at this point that last week I was on jury duty in New 
York City and I realized that each case that came up started in their 
younger years. ‘These people who came to us in court were peop le who 
did not. have a good start in life because there had been some family 
trouble in most of the cases. 

Now, an appeal for public relief can only be made if you are indi- 
gent, but under social security, on the other hand, the claim is founded 
upon the right to benefits which is preexistent to the emergency. Re- 
lief just gives the bare means of subsistence for the poor, but social 
security, on the contrary tries to establish a floor of economic sus- 
tenance below which no one should fall. 

Now, there are lots of statistics to the extent of disability in this 
country, but we have already a program of aid to the permanently 
disabled which was enacted into our Social Security Act in 1950, 

This, unfortunately, is only a new category of public assistance, but 
it is not insurance, and as such, it is subject to a means test. It is 
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hampered by residence requirements. Also, the States do not have 
good programs and there is not even implementation. 

There are no adequate resources for rehabilitation. 

I am coming to New York City because I went to our department 
of welfare and found out a little bit more about this problem. 

Now, in January of 1954, they had a total load of public assistance 
cases of 134,300. Out of those there were 25,377 under the aid to the 
disabled program, roughly 19 percent of the cases. 

This does not include the blind, and the medical expenses were not 
included in there either. 

Now, the funds for this program come from Federal, State, and city 
sources and we in New York City, are complaining about taxes being 
high. 

There was a total spent for that program in New York City of 
$1,734,000 in January, and this amounted to $68.34 per case per month, 
certainly not very much for a person to live on. 

The Federal reimbursement. was about $35 maximum per case. 

If all these cases had received full Federal reimbursement the money 
coming from the Federal Government would amount to approximately 
$8x8,( _ and the balance comes from New York State a New York 
City. As I say, this does not include medical care for these people. 

Now, the de ‘partment of welfare told me that it is fair to state that 
many of those permanently disabled have had a substantial employ- 
ment record and have been under social security but are not getting it. 
Now, the funds come out of your pockets and mine as taxpayers, be 
cause it is more costly to support these people on relief and other aid 
programs than to grant them social-insurance benefits. Therefore, I 
feel and I would advocate very strongly that insurance against long 
term disability should become a part of our old-age and survivors 
insurance program and financed as a single system. 

We could have benefits based on the same average wage and for 
mula, but I think it should be available after 6 months of total dis 
ability, which then can be established as of long duration. The in 
sured. person who would get benefits should be completely unable to 
engage in any gainful activity as shown by the objective medical tests, 
and I would recommend also allowances for the wife and dependent 
children similar to those we have for old-age and survivors, and, of 
course, in addition, the strong-rehabilitaiton program should go with 
this in order to retrain the disabled whenever possible. 

A disabled beneficiary who would be able to be retained could cer- 
tainly continue contributing and go back into social security as a 
covered person. 

However, I would advocate that this program be started at a later 
age in life, such as 50 or 55, so as to gain experience and not to try to 
get. too much in one step. I would also think it would he best to have 
an advisory council on disability insurance and rehabilitation. 

I also have a short paragraph on the problem of cash benefits to the 
insured persons which we do have in New York State, Mr. Chairman. 
I think your committee should study this problem of temporary dis 
ability insurance and see what can be done about it. 

Four States have enacted laws and this should be a part of 
nationwide program and should go into our Social Security Act as 
much as unemployment insurance which is part of our Social Security 
Act and is administered by the States. 
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So I think you have a job ahead of you in studying this program 
and making recommendations. I believe I mentioned before the ex- 
tension of cove rage Which I certainly would agree with in the recom- 
mendation of the Secretary of Health, Education, and Welfare in 
H. R. 7199. 

I would like to add that, for instance, there are so many cases that 
come to my attention of peop le who escape coverage under social 
security and who need it very badly, such as lawyers, doctors, and 
who ask why they are not inc luded. 

I have had innumerable inquiries on that. So I do believe you are 
right in including them in H. R. 7199. 

I also believe that benefits should be raised because especially we, 

New York City, have a very hard time getting along when we are 
older. For the widows and children it is exceedingly difficult. 

I have mentioned raising the ceiling. I would like to say also that 
our department of welfare showed me figures regarding the persons 
who are drawing old-age assistance in New York City. We have 
54,437 and out of these, 12,572 were already receiving OSI benefits. 
That means that 25 percent of the people were already receiving OSI 
benefits. 

In other words, their benefits were supplemented because they were 
not sufficient. This is only for old age assistance. I did not get the 
figures for the widows with children to support. 

I agree that it is certainly very important to raise benefits since we 
all seem to be agreed on that. 

My next recommendation would be, as I mentioned above, to restore 
the increment in the benefit amount that was included in the original 
Social Security Act because there should be a recognition for years 
spent in covered eee This was in putting in of the incre 
ment. Also it would be desirable to increase the benefits of those whe 
continue working after they reach age 65 by very small amounts every 
year, as I said, in order to encourage those who can still continue wo1 k- 
ing to keep on the job. 

This would relieve the trust funds of that much more of a load. 

Now, I am coming to one point which has been very close to my 
heart because I have been told by a good many women that the vy have 
a very hard time and they have to wait until they are 65 to get old- 
age retirement benefits. Many old couples have the husbands some- 
times older than the wife. Most of the time he is ready to have his 
old-age retirement benefits but it is much less of an income for an 
old couple to have than if the wife had it too. 

That includes not only the wives but the widows and the dependent 
mothers. who should be entitled to draw their benefits at 60, but the 
women workers should be permitted to retire at 60, if they wish, be 
cause women do not stay as long on the labor market as men and it is 
much harder for them to keep on the job if they cet old. especially if 
they are in industry. 

I am coming to the financing of our social-sec ‘urity program. We 
felt that these huge reserves that were conte mplated in the original 
Social Security Act were altogether unnecessary in the program of 
social insurance, and we were of the opinion that revenues from gen- 
eral taxation ought to share with employer and employee contribu- 
tions and the financing of benefits and administrative costs. 
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Therefore, we could not agree as to the repeal of the clause permit- 
ting Congress to appropriate such sums from the general revenue that 
may be required to finance the program. ‘That clause was stricken out 
of the Social Security Act. 

I also wish to say that we must not confuse the fundamental con- 
cepts and aims of social insurance with those of private insurance. 

We often make such a mistake. The objectives of private insurance 
are to provide protection in accordance with the means of the policy 
holder, and for this it must follow strictly the principles of actuarial 
science. It must lay aside reserves to enable it to meet its obligations. 
The aims of social insurance are different. It seeks to establish 


minimum of economic sustenance for the insured person regardless of 


the premiums { hey are able to pay. We have recognized that principle 
in our old-age and survivors insurance program. We are concerned 
mainly with social needs rather than strict equity among the insured. 

Therefore, the rates must be dictated by intelligent social policy and 


by astatesmanlike function of financial expediency and wisdom rather 


than by abstract actuarial computation. 

Since the Nation must in one way or another provide benefits ade- 
quate to meet the needs, a governments al social-insurance pl in does 
not require large reserves because it does not rely solely on premiums 
but rather on its power of taxation. 

We sometimes feel that a building up of huge governmental social- 
sec urity reserves is an empty gesture in terms of the future because 
there probably will be changes in the value of money and inflation 
in future years. 

Gentlemen, in conclusion, I hope you will give very serious consid 
eration to H. R. 7199, as 1 know you will, and I hope also you will 
consider the improvements I have mentioned. 

Thank you very much. 

The CHarrMan. Does that complete your statement? 

Mrs. Epstein. Yes: that will complete my statement. 

The CuarrMan. We thank you very much for your appearance and 
for your very fine presentation to the committee. 

Are there any questions 

The Chair hears none. 

Thank you. 

Mrs. Epstery. Thank you. 

The Cuarrman. The next witness is Dr. J. Claude Earnest repre- 
senting the American Dental Association. We are very glad to have 
you gentlemen here. 

' Dr. Earnest, you seem to have an associate. I would be glad to 
have his name. 

Dr. Earnest. Mr. Chairman, I have with me today Mr. Francis 
Garvey, of Chicago, who is the secretary of the Council on Legislation 
of the American Dental Association. 


STATEMENTS OF DR. J. CLAUDE EARNEST AND FRANCIS GARVEY, 
AMERICAN DENTAL ASSOCIATION 


Dr. Earnest. I will introduce myself. 
My name is J. Claude Earnest. I am a self-employed practicing 
dentist of Monroe, La. I am a member of the house of delegates of 
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the American Dental Association and vice chairman of the associa 
tion’s council on legislation. 

lam here today to present to the ¢ ‘Ongress the views of the associa 
tion with 1 respect to the propos sed inclusion of self employed dentists 
in the old-age and survivors insurance system. 

The present policy of the association was adopted by the house of 
delegates in 1949 and may be found on pages 265 and 266 of the trans 
actions of the association for that year. It reads as follows: 

Whereas the house of delegates in 1948 directed the council on legislation to 
seek to have self-employed dentists included in the benetits of the old-age and 
survivors insurance program ; and 

Whereas further study of this question has indicated that the expansion of 
the social-security system to self-employed persons upon presently proposed 
bases would tend to jeopardize the financial security of the country; and 

Whereas the real security of the professionally self-employed lies within the 
individual and in his contribution to the community rather than in any Govern 
ment-sponsored system of old-age insurance: Now, therefore, be it 

Resolved, That the policy expressed by the 1948 house of delegates is hereby 
rescinded ; and be it further 

Resolved, That the council on legislation is directed to seek amendments elimi 
nating dentistry from any propsals to extend old-age and survivors insurance to 
the self-employed. 

Permit me to give you some ficures and to tell you something about 
the American Dental Association so that you may be able to evaluate 
our policy. 

There are, at the present time, in the United States, approximate ly 
83,000 persons who are engaged in the practice of dentistry. There 
are approximately 10,000 others still living who have graduated from 
dental schools but who have either retired or turned to other oc upa 
tions. 

For practical purposes, therefore, we may say there are 55,000 den 
tists in the United States. Of this number, 70,561, or 84.8 percent, are 
members of the American Dental Association. Obviously, therefore, 
the association has the right to speak for the dentists of this country. 

You may be interested in the mechanics by which policies of the 
association are adopted. 

The policymaking body of the association is known as the house of 
delegates. It consists of elected representatives from every State, Ter 
ritory, and possession of the United States. Members of the house of 
delegates are chosen within each State or Territory on the basis of 
number of members of the association in that State or Territory. No 
State has less than 1 delegate and the largest State, New York, has as 
many as 53. The house of delegates in 1953 numbered 394 members. 

Matters come to the attention of the house of delegates from reports 
of the standing committees of the association (usually called councils), 
from recommendations of the board of trustees, from resolutions 
transmitted by State or local societies, and from resolutions proposed 
by individual members of the house. 

When a matter has come properly before the house of delegates it is 
referred to a reference committee which is similar to your own com- 
mittees of Congress. 

Reference committees conduct open hearings just as you are con 
ducting this one today. ; 

The time and place of the hearings are announced weeks in adv: ance 
and any member of the association, whether a delegate or not, is free 








500 SOCIAL SECURITY ACT AMENDMENTS OF 1954 


either to submit a communication to the committee or to appear before 
it in person to discuss his views with respect to any matter which has 
been referred to it. 

The committees ordinarily meet in open session for an entire day, 
holding both morning and afternoon sessions. At the close of the 
hearing. and after all have been heard who so desire, the committee, in 
executive session, considers the questions before it in the light of the 
information which has been presented. 

It then files a formal written report containing its recommendation 
to the house of delegates and the matter is then taken up and con- 

sidered by the entire membe ship of that body. The resulting decision 
becomes the policy of the association until revised, modified, or re- 
voked by the house of delegates. 

This question of including self-employed dentists in the old-age 
and survivors insurance scheme has had the attention of the associa- 
tion’s house of delegate five times. 

In 1948, in connection with the annual meeting of the association, 
the council on legislation sponsored an open forum on old-age and 
survivors’ insurance. It presented Mr. Wilbur Cohen, of the Federal 
Security Agency, as a speaker to explain the provisions of the law, 
as it then existed, and the prov isions of the bill then pending before 
Coneress which proposed to include self employed persons. 

Of the more than 5,000 dentists registered and in attendance at that 
meeting, about 100 appeared at the forum. 

Following the forum, the informal sentiment of those present was 
favorable to including dentists in the OASI system. The council on 
legislation, therefore, submitted to the house of delegates a supple- 
mental report recommending that the association support the then 
pending measure. This recommendation was approved by the house 
of delegates. 

The house of delegates in 1949 reconsidered this matter and adopted, 
without a dissenting vote, the resolution which I quoted earlier. 

In 1950, the subject was not before the house of delegates specifically. 
The house, however, passed a resolution directing the association’s 
council on insurance to make a study of insurance matters of interest 
to dentists, including old-age and survivors’ insurance. As part of its 
study, the council sent a questionnaire to every seventh member on the 
active and life membership lists or to about 9,300 dentists. In re- 
sponse to the question “Should Federal legislation be sought to in- 
clude dentists under OASI?” 51.7 percent said “No,” and 48.3 percent 
said “ Yes.’ 

The 1951 house of delegates had before it the results of this survey, 
together with a resolution from the Massachusetts State Dental So- 
ciety requesting the house to reverse the existing policy. 

More than 100 persons appeared before the reference committee 
and expressed their personal views. In its report, the reference com- 
mittee stated that the views of those who appeared convinced the 
committee that the membership was about equally divided ; that there 
was considerable misunderstanding of the provisions of the law, and 
it recommended, therefore, that the entire matter be postponed for 
1 year, during which period the State and local societies could at- 
tempt to inform their members concerning the law. 
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During the ensuing year, the association prepal i. kit of material 
setting forth in considerable deta nformation al e whol b 
ect, which kit was sent to each of the 53 constituent and 440 
ponent societies. 

Most of these societ es appo nted their ow) peclat comn ttees To 
tudy the question and to report to the member h p. Man \ of the 
socreties, in piel ary session, heard the subyect a ed pro and co 
by panels of experts including representatives of the S il Security 


Board and informed members of the bar. 
After all of this =I dy and deb: . the subject Wil mn co ! 


by a reference committee of the house of delegates in 1952 At lea 
s hours were devoted to public hearings, following w h the refere 
Col mittee, which apparently had take) the te nperature of t 

on through its hearings, 0 ee again recol t ed that the as 

on oppose inclusion of dent ts, and once more ( e of delegates 


reafirmed its 1949 position. 

In 1953, the Wisconsin State Dental Society ent a resolut 
house of delegates requesting tto re onside} the prest { policy. The 
house by a vote of 312 to 64 rejected the Wisconsin proposal and 
adopted the following resolution instead: 

$5-1953-—H Resolved, That the house of delegates rect the council on legis 


ation to present to the Congress of the United Sta th association's 

of opposing the inclusion of members of the dental profession under the old 
age and survivors insurance provisions of the Federal Social Security Act 
(Transactions American Dental Association 19538, p. 224 

I have set out this historv of the proposal within the association 
so that you could see that American dentistry, throughout its formal 
organization, has studied this proposal for more than 6 years; has 
considered it openly, permitting all 
the final decision on the part of members that citizens of the United 
States have with respect to the decisions of Congress but, neverthe 
less, it has 4 times, in its most recent actions, rejected the idea of 
having self-emploved dentists under old-age and survivors insurance 

Thus through action of their official body the dentists of the United 
States have consistently indicated that they do not des re to he 
cluded within the OAST scheme. 

Except in unusual eases, dentists continue working o 
lives. Since they cannot continue to work and simultaneou 
benefits from their contributio1 Ss To this ~ he e, they prefer to be 
omitted from it so that they can invest their funds in retirement 


ot the freedom of part cipation ll 


out the il 
} ; 


Y el 


plans ot their own choice from which they will rece ve, at le ast, the 
return of their investment. 

The association respectfully requests that H. R. 7199 be amended to 
exclude the self employed pl ictice of dentistry from the list of types 
of employment covered by old-age and survivors insurance. 

The Cratrman. Does that conclude your statement ? 

Dr. Earnest. Yes, sir. 

The CHatrman. Does your associate wish to testify? If not, we 
thank you very much for your presentation here of your views as 
you see them and those of the dentists. 

I am wondering if there are any questions? 


45622—54——__-33 
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Mr. Kean. Mr. Chairman. 

The CuarrMan. Mr. Kean will inquire. 

Mr. Kean. Doctor, you have probably seen the magazine article 
in Oral Hygiene by Dr. Earl McGonagle 

Dr. Earnest. I do not recall that I have seen that particular one. 

Mr. Kean. There is an article published by Dr. McGonagle in 
which he calls attention to the following: 

That in certain States there were post-card polls of dentists, one of 
which was in Massachusetts, which he claims voted * Yes” by 1.164 
to 51. He claims that Minnesota voted “Yes” by 927 to 325, or 74 
percent; that Oregon voted “Yes” by: 397 to 140. 

He sent this to me and he adds in ink that New York, District No. 1 
voted 2,141 “Yes” and only 267 “No,” or 88 percent. 

Then we have a telegram saying that the New Hampshire group of 
dentists also voted in favor of inclusion. What would be your com 
ment on this? 

This is an overwhelming vote where they have been actually polled. 

Dr. Earnest. I told you in our testimony awhile ago that our as 
sociation works very similarly to Congress and the majority rules. 

Mr. Kran. The majority of your delegates? 

Dr. Earnest. Yes,and I said that I think the last vote was 312 to 64. 

Mr. Kean. Those were the delegates / 

Dr. Earnest. The 64 delegates, yes. 

Mr. Kean. That was not the rank and file. What I have called 
atention to is a vote of the rank and file. 

Dr. Earnest. I know, but the delegates represent the dentists back 
home just as you gentlemen represent the people back home. 

They do not come up there and vote their own convictions. They are 
more or less instructed at home as to how the dentists feel. 

Mr. Kean. I hope that we represent the people. We try to. 

Dr. Earnest. We try to do that, too. The letters that you quote 
there are from the States that desire it, and there are some men that 
do desire it. 

Mr. GArvey. May I coment on that, Mr. Chairman. 

The CuarrMan,. Certainly. 

Mr. Garvey. That poll was taken 3 or 4 years ago, I believe. There 
are 2.200 members in Massachusetts. Massachusetts has had informa- 
tion on this 5 or 6 times and, as was indicated, when they sent out a 
post-c ard poll they got a response of : ap proxim: ite ly 1.200 ‘overwhelm- 
ingly in favor of being included. No one found out how the other 
1,000 felt. 

In Minnesota you have about 2,000 members. I think your total 
figures indicate that about half of them joined in. 

In New Hamphire there is an extremely small society. I do not 
know the exact figures there, so I could not tell you what percentage 
of the membe ‘ship had or had not participated. 

There are certain areas in the United States in which there is a 
definite interest among dentists in being included. The New England 
States, which have the lowest income bracket among dentists, are 
interested. They also happen to be the oldest group of dentists and 
would normally come under the windf: ill of being able to come in late 
and take advantage of the low provisions. 
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In the District of Columbia you have some who are interested in 
being included. 

You have in the northern section of California quite a few inter 
ested, whereas the southern section of California is overwhelmingly, 
more than SU to 20 Oppose cal to it. 

In Minnesota your principal interest in being included centers 
around the Minneapolis area, although there are people in the out 
State area who have desired to be included. ihe State of Wisco1 
has had an interest in this for some time and their dentists are w 
doubtedly in favor ot It. However. the members ot the house of 
delegates are chosen generally on the annual basis. This has been 
before the house of delegate s every year since 1948, but we have vet 
to see a delegate who has hot been returned to the house of delegates 
because he did not vote that way. 

There have been 2 record votes, the one mentioned of 312 to 64, 
and the preceding veal when the matter came up on the motion of 
Massachusetts. 

Then it was voted without a dissenting vote and then the Massa 
chusetts delegation asked to be recorded as being in opposition to 
the policy, but at the time the vote was actually ist and before it 
was announced their deleg ites cid not Say that they were Opposed to 
it. 

They did not cast what would be counted as a formal vote against it. 

Mr. Kran. Certainly in my area which is pretty close to this New 
York area, I believe the dentists are overwhelmingly in favor of com 
Ing in. 

Mr. Garvey. That is true in the First District of New York, which 
includes the First Judicial District of the State of New York. rough 
ly Manhattan and the Bronx. It is probably true to some extent in 
the Second Judicial District, about half and half an re, and a little bit 
inthe Tenth Judicial District, at least those outside of Nassau County. 
The other judicial districts of he State are overw ee opposed 
to be included. 

Mr. Kean. I guess the people in the rural districts have not been 
educated properly. 


Mr. Mason. Maybe they are too well educated. 
Mr. GaARVEY. They are hike the people around Oglesby, Lil. They 
have always worked for a living and prefer to do it that way. 


Mr. Mason . That is right. 

The Cuarrman. Does that conclude your statement / 

Mr. Curtis of Nebraska. I have a question or two 
includes the First Judicial District of the State of New York, rough 

The CHairman. Mr. Curtis will inquire. 

Mr. Cr RTIS ot Nebraskan. Now. at the present time 1n this soecia 
security system of ours we are taxing about oi) percent of the » pi ople 
to pay benefits to about 30 percent o of our aged. About 40 percent of 
the aged are eligible for that, but at 
vears to come the beneficiaries w ‘We get a very great bargain. Anyone 
retiring this vear or last year could not have oe in more than 8600 
as an employee. Yet if they paid that maximum and have a wife 55 
vears of age, the total expected value of the bene fits for the two of them 
would be in excess of $17,000 and close to $18,000. 

Why should not the dentists pay part of that cost ¢ 


1 


the present time and for “Ome 
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Now, I commend anybody that wants to be on his own and provide 
for himself. The benefits are not compulsory. But on what ground 
would the Congress exclude any group from paying part of the cost 
of this program ? 

Dr. Earnest. We have already told you, sir, that we think it is 
the individual’s proposition to take care of himself and his family. 

We do not feel that we should have a tax for a welfare program, 
which this is. If you are going to be honest, let us have a flat tax for 
everybody for a welfare program. 

Mr. Curtis of Nebraska. But the program is here. There are peo- 
ple that are getting their checks this month. 

They are expecting their check next month and so on. 

Dr. Earnest. That is all right for those that want it, but we don’t 
want it. 

Mr. Cy RTIS of Ne braska. But it isn’t. The han who digs ditches 
end the young chi \p who works in the grocery store. and everybody 
else Spay ing money into the wener: al fund, and it 1s be ing transferred 
to th e social-security fund, they are paying these benefits. 

Now, why should any group be exc luded from that tax? 

Mr. Garvey. You said, first of all, sir, that it was here, and we 
should have it. I might point out that sin is here, and since the cre- 
ation of the world we have been trying to eradicate it. You must 
divide that into two parts, that part by which they would derive bene 
fits, and secondly, recognize the fact ‘th: at the bulk of the dentists in 
this country are employers. As e mplovers they are contributing for 
their employees, the emplove rs’ share of the tax, and, at least to that 
extent, they are contributing to this system. 

The p ylace where the vy formally asked to be excluded is in econtrib- 
uting toward a retirement system. I do not want to debate semantics, 
hecause so many volumes have been written about them. They are 

king to be excluded from the application of the System as it affects 
themselves. 

- he V are not op yposed toc h: arit V whe rec hs rity is ery d. As Aa mat- 
ter of fact, we have probably the first voluntary system fi r charity 
created in this country in the American Dental Ca ation Relief 
Fund. 

We pay indigent dentists as much as $200 a month out of that fund. 
It is not a permanent grant, but on a voluntary basis we are takeing 
care of our own. That money is all collected from dentists in an an 
nual campaign where about $100,000 is added to the fund. 

The State pays half of the grant and the national association pays 
half of the grant. 

It does a great deal of work. 

We are not opposed to charity where needed, but we like to see 
charity called by its right name. 

We feel that the poor we always ren have with us and you should 
take care of them freely and eage rly, but when it comes to saying that 
you are on a pay-as-you-go and you don’t have the stigma of ch: arity, 
that isnot true. I heard you debate that this morning. 

Mr. Curtis of Nebraska. I have no quarrel with your good deeds. 
I can only commend it. Congress has never made the benefits com- 
pulsory. The dentists have voluntary participation in the benefits, 
but I cannot figure out why you should be excused from paying your 
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share of the costs of this. The present beneficiaries on the rolls hav: 
drawn out as of a year ago 10 times what they put in as a group. If 
this bill does not pass and we nevel raise the benefit iva n, they 
as a group draw out 48 times what they put in. 

Now, all the employees of the country help pay that. About SU 
percent of the working populat on are paving and I do not know 


what ground we can exempt the other 20 percent. 


Mr. GARVEY. Well. sir, may I po nt out that twice tl in the pas 


or 6 vears the Congress has tried to decide what to do for thos 
have served their country so well 1 these hall i neither tin ( 
they elected to pro ide for the Members of the Congress, the old-age 
and survivors system, but instead have taken what the 
corporate pension plan. I have no objection to pensions for Con 
oressmen., I think they deserve it | point that out to vou 3 one 
group whicl ha hot lected ro! tself the benefit of t] s ple a 

Mr. Curtis of Nebraska. I think that is true. Then you think that 
dentists should not pay it because Congressmen do 1 / Ts that your 
answer Pk 

Mr. Garvey. That is as eo s any I ean think of, sir. 

Mr. Curtis of Nebraska. Well, I think frankly, Congressmen 
should pay it. I think that if this is a tax on pay ll up to $3.600, 
Oo} self-employment Income up to So,600 or v itever they make if, 
thet here we fin a puoi enent program and the other 20 percent 


ould pay. That is all, Mr. Chairman. 

The CHarrMAN. Are there any other questions ? 

We thank y ui very much Tor your appr rance, Doctor. 

Dr. Earnest. Thank you, Mr. Chairman. 

Mr. Garvey. Thank you, Mr. Chairman. 

The CHAIRMAN. W the ut objection | will have ! serted in the rec 
ord statements of Dh Karl H. MeGonaele, of M nesota. and Dr (ral 


rett Reilly, delegate from the District of Columbia Dental Societv to 
the American Dental Association. These statements have been furn 
ished the members of the committee: 


Letters from Dr. Gerald I. Shapiro, chairman, First District Com 
mittee for the Inclusion of Dentists in the OASI Program, New York: 

The West Central District Dental Society of Mi esota: 

New Hampshire Dental Society: : 

Dr. Benjamin A. Greiper of the Bronx, N. Y.: 

Dr. Michael S. Burnham of the First District Dental Society, Nev 
York: 

Dr. C. N. Trout, Red Lion, Pa. 

Without objection, those statement will be serted in the record 
at this time. 

I hear no objection. 

(The statements and letters referred to foll 


STATEMENT OF EARL H. McGonaatie, D. D. S., R ALTON, MINN 


Mr. Chairman, I am Dr. FE. H. MeGonagle, of Royalton, Minn I have beer 
member of the American Dental Association, the Minnesota State Dental Associ 
ation, and the West Centra! District Dental Association since 1916 It is y 
pri ge to presently serve as chairman of the Tri-County Dental Association 
and I »m a past president of the West Central District Dental Association. I 
am also district associate editor of North-West Dentistry, the official publication 
of the Minnesota State, North Dakota State, and South Dakota State Dental 
Associations. 
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I hereby submit information regarding the position of the individual dentist 
relative to old-age and survivors’ insurance 

I have in my possession letters from the secretaries of three State denta 
associations in which the results of reply post-card polls of their entire member 
ships are given. The figures are as follows 

Massachusetts: 1,164 yes; 51 no (95.8 percent yes) 
Minnesota: 927 yes; 325 no (74 percent yes) 
Oregon: 597 yes; 140 no (73.9 percent yes) 

rhe first district of New York, the largest district society of dentists, con 

ducted a similar poll with the following result 
New York District No. 1: 2,141 yes; 267 no (88.9 percent). 

The delegates ignored the expressed wishes of the members when voting 
OASI at the Cleveland meeting of the American Dental Association. It was not 
recorded vote but I saw no member of the Minnesota delegation vote favorably 
even though the dentists that they were representing voted favorably on the 
@Muestion by 74 percent 

There are many thousands of dentists already covered under OASI due to 
being employed by other dentists. Other thousands are covered, like myself 
due to conducting a business on the side. If those presently covered due to 
credit while in the Armed Forces are included, probably close to 50 percent of 
the dentists are covered. Those dentists are not complaining 

Many dentists do not understand the benefits afforded through OAST and look 
at it only as it might affect their own retirement They do not understand that 
the wife and children are the ones who are protected most 

From the line of talk on the floor just prior to the vote in the house of dele 
gates it appeared that they expect that dentists will be included but did not 
want to be the first of the major health organizations to go on record as favoring 
inclusion in OASI. 

Krom the information contained in this letter and other information that i 
in my possession, it is evident that you will please about SO percent of 
dentists if you recommend that they be included in old-age and survi 
insurance. 

This informatioa is given you in the interest of the large number of dentis 
favoring their inclusion in old-age and survivors insurance but have no organ 
tion to represent them. 


House of Re pres ntatives Committee on Waus and Means 


As a member of the District of Columbia Dental Society, the American Dental 
Association and a practicing dentist, I request that the dentists be included under 
the old-age and survivors insurance program on a voluntary basis. Those den 
tists who wish to come under this act could do so and those who did not would 
not be compelled to be included 

Polls taken up in Massachusetts, Philadelphia, Minnesota, and the District of 
Columbia show that the rank and file of the dental profession are in favor of in 
clusion under OASIT by a large majority. 

The poll taken by the District of Columbia Dental Society in January of this 
year was: For OASIT, 256; against OASIT, 121. 

Putting the inclusion of dentists under OASI on a voluntary basis would be a 
happy solution for all concerned. 

J. GARRETT REILLY, D. D.S., 
Delegate from the District of Columbia Dental Society to the 
tmerican Dental Association 

WASHINGTON 2, D. C 


First District? DENTAL Society, 
Vew York 1,N.Y., July 1952 
Hon. DANtTeL A. REED, 
Chairman of Ways and Means Committe e, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN: In my capacity as chairman of the First District Dental 
Society Committee to work for the inclusion of self-employed dentists in the 
OASI program, I am addressing this communication to you to be included in the 
official record of the hearings now being held. 

In July 1952, the almost 4,000 members of the First District Dental Society 
were polled by means of a return post-card as to their feelings on being included 
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in the OASI program or not to be included The First District Dental 
is a constituent of the New York State Society, a component of the 
Dental Association. It is the largest single unit in the Americar 
ciation. The returns were recorded as follows: In favor 
OASI program, 2,141, opposed, 267 Reflecting the overwhe 
members, on February 2, 1953, the board of directors of the Firs 
Society approved the following resolution 

“Be it re solved, That a committee be appointed to be known ;: 
trict Dental Society to work for the inclusion of self-employs 


social-security system. The main work of this committee 
of educational material, the urging of other district societies | 
bers in a manner similar to that of the First District Dental Society and 


other effort consonant with the work of the first district; the State socie 
the American Dental Association with a view to changing the present 
stand of the national organization to an affirmative one.” 
I trust you will give fvorable consideration to the views as expressed albx 
in the final drawing of the bill you will present to the Congress 
Very truly yours, 
GERALD I. SHAPIRO, 
Chairman, First District Committe fhe Inclusion of 
Dentists in the OAST Program 


West CENTRAL DistricT DENTAL SOCIETY, 
Breckenridge, Minn., March 15, 1954 
Hon. DANIEL A. REED, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D.C 

DEAR Str: I understand that your committee is holding a hearing on the social 
security program at which time you will consider the advisability of including 
dentists in the OASI program. 

At the annual meeting of our District Dental Society held in the summer of 
1951 this question was discussed at some length and a resolution passed at over a 
3 to 1 vote in favor of being included in this program. 

Our district comprises 22 counties in the west central part of Minnesota and 
is a component of the Minnesota State Dental Association and the American 
Dental Association. 

Yours truly, 
Lorin B. Hopeson, Secretary 


Dover, N. H., April 8, 1954. 
CHAIRMAN, HOUSE WaYs MEANS, 
Washington, D. C. 

New Hampshire Dental Society at its annual meeting in June 1953 voted in 
favor of OASI for dentists. Majority of dentists in United States of America 
favor being included in OASI. The ADA House of Delegates cannot and should 
not speak for all dentists. 

Simon G. MARKOs, D.D.S 
JOHN E. Story, D. D.S. 


Bronx, N. Y., April 2, 1954 
Hon. DANIEL REED, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. ¢ 

DEAR Sirk: I am an active practicing dentist in New York City for the past 40 
years. During the past 20 years I have been chairman of the relief committee of 
my dental organization. 

Because of the many pitiful cases that have appeared before my committee dur 
ing this time, I feel that these men, who should have been included under the 
OASI the same as 50 million other Americans are, would not have been subjected 
to the embarrassment of appealing to our committee for financial help 

At a poll of its members taken by my society, the First District Dental So 
ciety of the State of New York, the vote was 12 to 1 in favor of including the den- 
tists of this country under the social security system (OAST) 
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re, rian, 1 { pectfully urge you to do eve 
your power to inch »us (dentists) in the OASI program 


Respectfully 
BENJ GrReEIPER, DDS 


NEW YorkK, January 21, 1954 
Representative 
Chairman, Ways Wer s Committee, 
Hous fR esenta ( Washington, D.C 
Dear Mr. REE! am heartily in accord with your sentiments regarding ex 
ion of social uri CO age for many ho have been arbitrarily denied 
this protection believe such coverage should be extended to include dentists 
The House of De legates of the Ame rican Dental Association at its 1953 Cleveland 
neeting voted against OASI for dentists. The opinions of the house of delegates 
represents the sentiments of a few hundred dentists who voted as they felt and 
not on the basis of instructions from their constituents 
Referendums taken among the members of the dental profession 
mine the true sentiments f the ra and file dent Sts indicate that the \ 
included in the social security system. The First District Dental Society, th 
largest component of the American Dental Association, held such a poll of 
( ers. They voted overwhelmingly in favor of being included under the 
al security system. If a national poll of dentists were taken, [ am sure it 
ild show that the rar and file dentist wishes to be included in the OASI pro 


firmly believe it would be fair and wise for your committee to realize the 
ent sentiments of the entire dental profession. Will you please inform me 
f the dates of the hearing on this matter. 
Very truly yours, 
MICHAEL 8S. BURNHAM, D. D.S 


Rep Lion, Ps., April 7, 
COMMITTEE ON WAYS AND MEANS, 
House of Repre sentatives, 
Washington. D.C. 
rLEMEN: I want to go on record in favor of bill H. R. 7199 and would like 
ter presented at hearing to be held Friday morning April 9 


ve been practicing dentistry for 50 vears and am 77 vears old I find 
ind paid 100 cents on the 


with United States bonds and annuities I bought 
dollar but find when I go to spend them I only have 50 cents on the ¢ 


it does not hold out, and I have to keep on working, that is the reason 


favor of social security 
The dentists as a body have never had a chance to vote 
| handled by legislative body of ADA 
Yours truly, 
C. N. Trout 
The Cuatrrman. The next witness is Dr. Wilbert J. Huff, represent 
ing American Association of University Professors. Dr. Huff, 


we are very glad to have vou here. 


STATEMENT OF DR. WILBERT J. HUFF, REPRESENTING THE 
AMERICAN ASSOCIATION OF UNIVERSITY PROFESSORS 


Mr. Hurr. Mr. Chairman and members of the committee, I will 
offer my statement which is brief, and, with your permission, raise a 
question or amplify the statement not primarily on a national basis 
but as it affects some of us in the State of Maryland, and the interpre- 
tation of H. R. 7199, in one section, and a law which has just passed the 
Maryland Legislature which is not included in my statement. May I 
sup yple ment the statement to that extent ? 

The CuatrMan. Without objection you may do so. 
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Mr. Hurr. My name is Wilbert J. Huff. I am professor and chair 
man of the department of che sh engineering at the University of 
Maryland at College Park. 

To permit me to appear here orally, I have been authorized to rep- 
resent the American Association of Unive rsity Professors. 

I should supplement that to e xp lain to you that I am also chairman 
of our local American Association of Unive rsity Professors chapter 
and am also chairman of the University of Maryland administrative 
board on social security. ; 

As some of these things will perhaps touch on matters of national 
importance, including national defense, if my statement is extended, 
I should qualify myself perhaps to tell you that I am director of the 
engineering experiment station at the University of Maryland, and in 
that capacity and in an individual capacity I have for many years 
sought to bring the resources of the university to the aid of technical 
investigations, particularly on national defense and national welfare, 
by close cooperation with the defense and executive agencies of the 
Government. 

I consider this problem to be much beyond the mere question of me 
old age and retirement of a few individuals. I think I can make that 
point, if the committee will bear with me and has time to listen to me, 
but first I believe it is incumbent upon me to present the statement 
which you probably have before you. 

At the March 27 and 28, 1953, annual meeting in Chicago, T1.. 
American Association of University Professors adopted the following 
resolution: 


THE EXTENSION OF SOCAIL SECURITY COVERAGE TO PUBLICALLY CONTROLLED COLLEGES 
AND UNIVERSITIES 


In view of the present inequalities in the opportunities of academie personnel 
to obtain social security coverage, this, the 389th annual meeting of the American 
Association of University Professors, in reaffirmation of the action of the 38th 
annual meeting of the association, urges upon the Congress the amendment of 
the Social Security Act to provide for the permissive extension of the benefits of 
Federal old-age and survivors insurance to those employed in publicly con 
trolled colleges and universities who, pursuant to the provisions of the act, are 
excluded from these benefits because of existing plans for retirement in these 
institutions, on the same basis on which these benefits are available to those 
employed in publicly controlled colleges and universities which do not have re 
tirement plans and in privately controlled colleges and universities 

Should H. 7199 or similar legislation extending social security 
to employees cial by State or local retirement svstems not be 
adopted, State universities and State colleges under State or local 
retirement will be at an important disadvantage in the recruitment 
and retention of competent faculty and staff members. This is due 
to the fact that such State systems fail to meet many of the individual 
retirement problems of the employees. 

Thus the mature and accon plished faculty member may be re 
cruited by a university, such as the University of Maryland, so late in 
life that he has no real opportunity to build up an appreciable retire 
ment credit in a system limited to the State of Maryland. If his prior 
experience and credit were obtained in either a private institution 
within Maryland or a State institution outside of Maryland, prior 
retirement credit in the State system in Maryland could not, of course, 
have been developed. 
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Fac it) tl *mibers n pl Vate mstitutions who have been protect 
by retirement systems have been and will continue to be eligible for 
social se uPrity without impairment of their private retirement coy 
erage Und r current economic conditions such double coverage 
hot o ly more attractive, 1t Is In very many cases essential. 

The coverage aflorded by the State retirement system with which 
this writer is ueq| tainted, for most of the faculty and classified staff 
. UNE ini leq . under current inflation. The writer under 
stands tl] OF fer vi who have been retired, very few receive 
i total chine of over $1,500 per annum and that the classified em 
ployer . who have ret ired have lth Mel ral received Lite h less, the uvel 
ive of the latter be Ing some six or seven hundred dollars per year. 


Moreover, these State retirement annuities are, unlike social secu 
rity benefits, not tax exempt; in addition, under State retirement the 
earner’s family is not protected by pe tential survivors hip benefits that 
would have been available to the family under social security. Under 
social security a young widow with children may secure as much as 
$30,000 1f the husband had been covered by social security : families of 
employees under now existing State systems may 


l 
} 


h ave ho protection 
eyond small insurance type benefits, perhaps eqn alent. to 6 months 
of the employee’ s earnings and the return of his contributions with 
interest. Employees who leave State employment wey no transfer- 
able « redit for sery 1¢ e, W hereas SOc F al secur ity cre its » transte rab le. 

There you have a majo! injustice and a major threat to recruitment 

state universities. AI8 has deve loped because the eniployee is 
actually pen: ilized because this is not transferable. 

In view of the adm ‘ttedly io snlaries of educational emple vees 
and the ravages of inflation, it is not too much to suppose that in some 
eases annual retirement incomes of six or seven hundred or even fifteen 
hundred mav mean destitution. 

Studies in Mary land State retirement benefits combines with poten 
tial social-security ‘aay to annuitants have shown conclusively a 
very important increase to the annuitant due to such combination. 
For me mbers of the fac aie who have about 10 years’ service at $4,800 
per vear, the income to the annuitant and spouse may be increased 
hy the 1952 social-security benefits as much as from 150 to 200 percent 
by integration with social security in addition to potentially impor- 
tant sur\ ivorship benefits. 

Since, as indicated, employees in private institutions are immedi- 
ate al) eligible for, and many are now covered by social security inte- 
erated with their other retirement benefit, denial of combined benefits 
to members of State institutions will react adversely upon State 
universities and colleges. 

As universities and colleges already suffer under the severe nation 
wide manpower shortages in learned and trained fields. the further 
adverse effect: is important. It will be accentuated by the operation 
of the pos tdepression birthrates which will shortly increase college 
and university enrollments. Unless academic service is made attrac- 
tive, State universities and colleges may not be and I think I can 
safely say will not be able to discharge many important responsi- 
bilities. 

In the 1954 session of the Maryland State Legislature, which ad- 
journed only a short time ago, house bill 178 declared it to be the 


— 
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basic protection accorded to others by the Social Security 


broad a basis as is permitted by the Social Security Act. 


This bill was passed by the legislature and approved by the Gov 


ernor of Marvland to become eth tive June 1. 1954. In view 


existence of the Marvland State retirement systems fo1 


ployees, Marvland cannot accompli hn the objective set forth 


] 


policy of the legislature that ste ps be taken to provide to emp! Vee 
of the State of Maryland and of any political subdivision thereof thy 


Act on 
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house bill 178 unless Federal legislation such as is contemplated by 


H. R. 7199 removes the now exist ine exclusion against employees. 


Accordingly, enactment of H. R. 7199 or similar legislation directed 


against such exclusion is respectfully requested. 


Gentleman, we are in a world where university training is 


for the preservation and defense of our way of living. 
] 


Now, centiemen, that is mv statement and it has an appendix which 
g / | 


I will not read. 


The CuatrmmMan. Would you like to insert it in the record @ 


Mr. Hurr. I would like to have it inserted. 
The CHatrman. Without objection, it is so ordered 
(Appendix referred to follows :) 


APPENDIX 


As an example of case histories that show substant 


retirement benetits under State systems, the followings 








MARCH 27 


Hon. DANIEL A. REED, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D 


DEAR Mr. Reep: As a result of the haphazard, hit-or-miss features of the 
ent provisions for teacher's retirement, I have unjustly been deprived of | 


My first 10 years of teaching were spent in Texas, after which I was 
assistant professorship at the University of Colorado As a result 
prived of the Texas retirement accumulations 

My service in Colorado was followed by 4 years as assist I 


Northwestern, which, being a private institution, had an arrangem 


private annuity company, in which my retirement accumulations had 


} 


again from scratch. 


The year before last, I came to the University of Maryland as full 
I was forced to enroll as a beginner under the Maryland retireme! 


Thus, although I have thought some 16 years, I have only 2 years of 
t 


accumulations. I submit this case history of myself so that you 


formed when the revision of the social-security laws comes up for consider 
in your committee. Under existing laws one is really penalized for his advances 


ment unless coverage of Federal social security is made permissive ir 


have a retirement system. At the University of Maryland, retirement all 
under the State laws are entirely inadequate except for the few who have spent 
most of their professional careers at this one institution. Will you 


lend your efforts to correct this situation by supporting a bill that 
coverage to institutions in our category This would only put us on ; 


many private institutions that are under social security and at the 
have their own retirement sysems 
Sincerely yours, 


FRANK Goopw 


> ; 
Professor of 


Mr. Hurr. A further question which, with your permission, Mr. 


nt 
Tit 


ation 


therefore 
allow 
* with 
time 


Chairinan, I would like to present is one that has disturbed us in con 


nection with proposed enabling legislation in the State of Maryland. 


The Crrarrman. You may proceed with it. 
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Mr. Hi FF. If ] read correctly from the copy of H. R. 7199, on page 
13 in paragraph 6, there isa provision for covering the breaking down 
of a retirement svstem in the determination of the outcome of refer- 
endums in which it says that if a retirement system covers the em 
plovees of the State and positions of employees of 1 or more political 
subdivisions of the State, or covers employees of 2 or more political 
subdivisions of the State, then for the purposes of the preceding para- 
or: aphs of this subsection, there shall, if the State so desires, be deemed 
to be a separate retireme . system with respect to each politic al sub- 
division concerned and where the retirement system covers positions 
of employees of the State, a separate retirement system with respect 
to the State. 

I am impelled to bring this to your notice after listening to the 
hearings this morning in the light of difficulties that we have had about 
determining whether or not an institution of higher learning in a 
State is a political subdivision of the State, and I am sure it is the 
wish of this committee, under whose wisdom H. R. 7199 has been 
offered and is being put forward to meet jus st the acute situations 
which I have outlined and that actually exist, and I do not exaggerate 
when I say they are acute in some cases. I am sure the committee 
wishes to cover the problem of institutions of higher learning. 

When we asked the Assistant General Counsel of the Executive De 
partment having the administ ration of the Social Security Act to ad- 
vise us in our procedure, he said that if the University of M: aryland 
is deemed a political subdivision, we would be covered and he did not 
pass upon whether it was or not. We, therefore, in our capacity of 
acting for the administrative board of the university requested the 
attorney general of the State to tell us whether we would qualify as 
being a political subdivision of the State, and we have received no 
answer as yet. 

We asked him, if it did not qualify as a political subdivision of the 
State, would he please not draft in behalf of the university a bill 
which we would have submitted to the past legislature, clarifying our 
status in the minds of the State so that we might participate. 

Our problems are differe es, from those of a public school 
teacher. I hope that that is made clear. I understand that the pub- 
lic school teachers in some of their org ranizations in times past lee 
brought views that might not have been entirely compatible with what 
I have expressed here. Their problems are entirely different. 

We are taking the learned, the mature recruit from the Nation, and 
when the men leave a State university, they cannot go to another 
State university within the State, and their sath lems are developed 
all over again. 

When they come to use from another State, they have totally in- 
adequate retirement backlogs in credits and their years of strength 
are all too limited for them to be properly Cc ared for by our Sts ate 
retirement system. I hope that I make that clear. We would like 
to have no question that our problems may be considered by those 
who understand them and not thrown into the caldron of an entire ly 
different bit of log rolling and relationships of a public school teac her 
who can leave one political subdivision and go to another and rarely, 
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if ever, go outside of the ready reaches of his or her home. That is 


stationary and usually in the State. 

It is our hope that you gentlemen may take this problem under con 
sideration, and I offer it with considerable diffidence because I had 
not expected to offer it whet I prepared the Tormiat statement. lt 
would be mv earnest solicit ito! that Vou would ( Xp ad this pol tien 
subdivision or define the polit eal st bdin ision to make it pet fe tly clear 
that one of these subdivisions might be an institution of bh 
ing Within a State system. Do you get my point f 

The CHarrman. Yes, sir. We do get it. 

Mr. Horr. Thank you, gentleme hh. that is all I have to say. 


The CHAIRMAN. Doctor, we appreciate your appearahce here, and 
you have presented your problem very clearly. 
We thank you for the appearance. Are there ai V questions gen 


tlemen 7 

Mr. Curtis of Nebraska. Doctor, I just want to make sure for the 
record what your position Was. You want, among other thines, the 
University of Maryland to be considered as a political subdivision by 
itself ? 

Mr. Hurr. ] do not care whether it be polit cal. In fact, lL am 
somewhat concerned about the connotations of the ord “polit eal.” 

Mr. Curtis of Nebraska. Municipal ? 

Mr. Hurr. \ subdivision which can be termed in the referendum 
outcome with respect to social security as a unit of itself. 

Mr. Curris of Nebraska. Are you favoring social security for the 
University of Maryland / 

Mr. Hvurr. Yes, sIr. The W hole tenor and purpose of our presenta 
tion here is to point out the extreme importance of the retention of our 
capable men who are being sought by other institutions. 

Mr. Curris of Nebraska. Then your thought is that you do not want 
to be put into a category, so that in the event a referendum provision 
is written into the law. other subdivisions or other agencies in the 
State of Maryland might have sufficient weight to carry the referen 
dum contrary to the wishes of the | hiversity of Marvland ? 

Mr. Hurr. That is right. 

You understand that, after all, while we represent the apex of the 
State educational system, our numbers for the most part are not 
comparable with those of the public school teachers, and. if we were 
to vote individual against individual, the extreme urgency of ow 
situation would probably carry very little weight in Ame ca. 

Yet | appeal to vou for the benefit of the national welfare when I 
say that it is very important for you gentlemen alwavs to keep our 
creative thinking in our universities, and I also wish to extend my 
remarks to emphasize that the weight of technical advance and re 
search inevitably, under changing economle Conditions, 1s falling 
heavier and heavier upon State universities. We see nothing but a 
continuance of that and we think that it is quite proper to expect at 
least an equivalent, or we hope that even superior type of Inanpower 
can be recruited to the State universities. 

Many of the men, however, have worked and are working under 
conditions such that they have had little opportunity to provide 
adequate self-developed retirement and savings. 
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The Cuairman. Doctor, I get the point, and I think it is a very 
important one. that you are greatly handicapped in bringing the type 
of talent into the university that you would like to bring becau« 
there is this problem that when they come in there, they cannot 
their retirement / 

Mr. Hurr. They lose years and years and lose sums of money 
running into tens of thousands of dollars in other ret irement system 
when they come to us, and at perhaps just the peak of their caree) 
when we should have them, we cannot get them. 

The CuatrMan. We thank you very much. 

Are there any questions? Hearing none, we thank you for you 
appearance, 

(The following letters were submitted for the record :) 


ret 


WAYNE UNIVERSITY, 
Detroit, Mich., March 8, 1954 
Hon. Dantet A. REED, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C 


DrAR REPRESENTATIVE REED: H. R. 7199, which you introduced on January 14 
1954, will permit old-age and survivors insurance coverage on a voluntary group 
basis for employees of public colleges and universities who are members of 
special retirement systems. In order to facilitate the actual extension of OASI 
to the personnel of public institutions of higher education, I wish to propose 
the addition of one paragraph to H. R. 7199 which would have the effect of mak 
ing each such institution a separate coverage group for purposes of the employee 
referendum. 

Public colleges yand universitie’s compete for professional personnel in labor 
markets which are mobile in character and national in scope. A majority of 
the better private colleges and universities, which operate in the same pro 
fessional labor markets, already provide the benefits of OASI coverage to their 
employees—generally in addition to special retirement systems. Any institu 
tion of higher education whose employees continue to be excluded from OASI 
will operate under an increasingly serious handicap. Applicants for nonaca 
demic positions, too, are increasingly wary of accepting employment which falls 
outside of OASI 

I am convinced that, given the opportunity, the personnel of most colleges and 
universities which happen to be publicly owned and operated would demonstrate 
the same overwhelming preference for inclusion in OASI which has been the 
case in privately owned institutions. In many instances, however, these em 
ployees now belong to retirement systems which include other State or local 
government employees who may exhibit, in a referendum, a different pattern 
of preferences. Wayne University personnel, for example, are covered by the 
Detroit School Employees Retirement System, along with all employees of the 
Detroit Board of Education, and constitute only about one-fifth of the total 
Many of the younger female teachers in the public schools, who contemplate only 
a short-term attachment to the labor market, may be relatively indifferent t 
the benefits which OASI can provide 

I suggest, therefore, the incorporation of the following short paragraph in 
H. R. 7199, to be numbered (7) and te follow the paragraph numbered (6) 
proposed on page 13 of H. R. 7199 for section 218 (d) of the Social Security Act 

“(7) Any public college, university, or other institution of higher education 
shall, if the State so desires, be deemed to be a separate retirement system for 
purposes of the preceding paragraphs of this subsection.” 

This paragraph would, in effect, make of an academic community a political 
subdivision for purposes of the referendum. An institution of higher education 
is a sufficiently composite group to minimize any danger from adverse selec 
tion, and a sufficiently distinct group to warrant separate consideration. 

Sincerely yours, 
Mark L. Kann, 
issistant Professor of Economics. 
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AMERICAN ASSOCIATION OF UNIVERSITY PROFESSORS, 
WAYNE UNIVERSITY CHAPT! 
Detroit, Mich,, March 26, 1954 
Hon. DANIEL A. REED, 
Chairman, Committee on Ways and Means, 
House of Representatives, W ashington D. ¢ 


DEAR REPRESENTATIVE REED: The American Association of Universit Pro 
fessors has twice adopted resolutions (at its 38th and Sth annual meeting 
urging upon the Congress “the amendment of the Social Security Act to provide 
for the permissive extension of the benefits of Federal old-age and survivors 
insurance to those employed in publicly controlled colleges and universities who, 
pursuant to the provisions of the act, are excluded from these benefits because of 
existing plans for retirement in these institutions Accordingly, we wish 
to endorse H. R. 7199 and particularly that portion of the bill designed to permit 
old-age and survivors insurance coverage on a voluntary basis for such persons 

We are concerned, however, about the anner in which it is proposed to conduct 

oting in order to determine employee preference. Many college and unive V 


employees now belong to retirement systems which include other State and lk 
government employees. The economic factors affecting the two groups are not 
always identical, and it is possible that in a referendum conducted for a given 
retirement system the university personnel may vote heavily in favor of OASI 
coverage while other personnel vote heavily against it Such an occurrence l 
defeat the intent of the AAUP resolution quoted above and, we believe, of H. R 
7199. 

On March 8, 1954, Prof. Mark L. Kahn of the economics department of Wayne 
University wrote to you proposing the insertion of a short paragraph in H. R 
7199, to be numbered (7) and to follow paragraph N« 6) proposed on page 15 
of H. R. 7199 for section 218 (d) of the Social Security Act: 

“(7) Any public college, university, or other institution of higher education 
shall, if the State so desires, be deemed to be a separate retirement 
the purposes of the preceding paragraphs of this subsection.’ 

This paragraph would, as Dr. Kahn pointed out, make of t academic com 
munity a political subdivision for the purposes of the referendum. We urge the 
committee to adopt such a paragraph, thereby clarifying the intent of the pro 
posed legislation and assuring to all college and university employees the benefits 
presently available only to those in private institutions and publicly controlled 
institutions which do not already have retirement plans 

We wish further to ask the committe to resist all efforts to make more stringent 
the already stringent provisions for the referendum which would require the 
approval of two-thirds of those voting 

Sincerely yours, 


system tor 





KIN ADAMSON, President 
The Cuarrman. The next witness is Mr. Elton Kile, president of 
the National Associated Businessmen. 


STATEMENT OF ELTON KILE, PRESIDENT, NATIONAL ASSOCIATED 
BUSINESSMEN 


Mr. Kir. This statement is principally directed to two features of 
H. R. 7199: (1) The proposed conversion table increasing benefits and 
the new benefit formula, likewise increasing benefits; (2) the pro 
posed broadened social-security earnings base for OAST tax and 
benefit purposes. 

These proposals would substantially increase present and future 
social-see urity expenditures : and in the long run would add to the total 
tax burden. A fundamental question is whether the proposed benefit 
nereases are so imperatively required by the purpose of OASIT as to 
justify adding their additional cost to the total burden of public 
expenditures which must be borne by American taxpayers. 
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ur present economic situation 1s such that the Congress has con 
cluded that tax relief is necessary, despite the fact that such relief 
means still further deficit financing of current Government operations. 
‘These deficits make lnperative a paring down of all expenditures to 
the last dollar possible. The proposed increased social security eX 
penditures must be viewed in the light of this situation. 

Our organization is, of course, aware of the technical provisiol S 
egregating OASI taxes and OASI expenditures from the tax receipts 
sn ome nditures reflected in the budget, but we cannot subscribe to 
uny theory that these matters of labeling and accounting decrease in 
any way the impact of social-security taxes, along with other taxes, 
on the Indiv idual and on the general economy. 

Nor do we believe that such labeling and accounting practices de 
crease In any way the need for rigid economy in social security ex 
es Har long with other expenditures. On the contrary, we be 
lieve that the same critical examination must be made of these pro 
posed inereases 1n social-security taxes and expe nditures as is made 
of other taxes and expenditures. 

No compelling reason has been advanced for the proposed mcreases 
n OAST expenditures and taxes. The additional taxes would fall on 
most emp lovers and on a considerable percentage ot employees and 
self emp loved. We strongly oppose the two features of H. R. 7199 
which would result in these increases. 

In examining the reasons advanced by the Secretary of Health, 
Education, and Welfare for the proposed benefit liberalizations, the 
only one that approaches justification is found on page 2) of her state- 
ment: 

\ further consideration in fixing benefit levels is that low old-age and sur- 
vivors insurance benefits result in a need for substantial supplementation through 
public-assistance payments. 

For this reason, the Ways and Means Committee, in 1950, greatly 
increased the benefits of a person who averaged $100 per month. The 
increase was from $26 or $27 per month to $50 per month. In 1952, 
this was further increased to $55 per month. In the case of an aged 
couple, the increase has been from some $40 to $80. The individual 
who was originally paid a minimum benefit of $10 was increased to 
$20, and presently receives $25 a month. H. R. 7199 would increase 
this minimum to $30. 

Obviously, individuals receiving minimum and near-minimum 
OAST bene fits are the ones most like ly to need pub ylic-assistance pay- 
ments. Thus, if any increases in OASI benefits are made, incre: asing 
the minimum and near-minimum benefits would appear to be most 
justified from the viewpoint of OASIT’s basic purpose of reducing need 
for public assistance. 

The Secretary’s statement refers to low OAST benefit payments as 
being related to need for supplementary public-assistance payments. 
It would, indeed, be difficult to maintain that increasing the $127.50 
per month presently paid aged couples with prior earning levels of 
$300 or more per month is likely to affect public-assistance expendi- 
tures. However, H. R. 7199 would increase these maximum benefits 
by some three times the amount minimum benefits are increased. 
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The Secretary’s reason for this proposed increase was, as stated on 
page 29: “In my opinion a readjustment in benefits to take into account 
the improved living stand: as of the American worker is necessary.” 

The maximum benefit for a man with a wife 65 retiring 1 
re as contrasted with the present $127.50 per month. As admitted 
by the Secre ‘tary, these benefit increases have exceeded cost ot-living 


n 1950 was 


increases. We do not believe the per “improved living stand 
ards” inereases, on top of the prior increases, are justifiable. 

The greater portion of the Secretar vs ae for increased bene 
fits is for the propos sed new maximum besudite of 8105.50 for a retired 
man and $162 for a retired man and his wife. These would first 
he payable for retirements after the middle of 1956. The arguments 
for paying these superbenefits and the arguments for extending the 
taxable wage base from $3,600 to $4.200 are intermixed in the Secre 
tary’s statement. 

This statement pl incipally predic ates the ithe cd increase on what 


she refers to as “the maintenance of a relations p between the ind 
vidual’s earnings and the benefits he eenali: Howe ver, the proposal 
for a $4.200 social security wage base itself makes clear that even the 
Secretary recognizes that the maintenance of relationships she refers 
to must be within some limit. The fundament | que StION 1S whethe 
the purpose of OASI makes mandatory the proposed increase in the 
present limit. 

The argument she advanced is that “earnings levels have continued 
to rise since 1950 when the $3,600 fee. was — lished. As a result, 
more and more workers have — part of the earnings credited 
steadily diminishing proporti of the Nati ara covered payrolls 
available for financing social security. 

The fundamental question is whether the social-security protect 
afforded the $3.600 per year man is an appropriate ce iling of OASI 
protection, ¢ or whether the purposes of the : act require that still ] higher 
amounts be paid individuals with higher average wages. A meré 
comparison ot percentages of indy iduals who formerly received and 
who presently receive more than $3.600 is not determinative of this 
question. It should be a source of satisfaction, rather than dissatis 
taction, that more individuals now have earnings which result i 
maximum OAST protection. 

As stated by the Secretary, “OAST is not intended to serve as a sub 
stitute for private savings. Rather, it should serve as a base upor 
which the individual will be encouraged to build, through savings and 
private insurance, toward greater retirement and survivorship 
security. 

We believe that this statement provides a compelling argument 
against establishing a maximum OAST wage and benefit base for the 
$4,200 man higher than is provided for the $3,600 man, as is proposed 

Furthermore, we must look with suspicion upon . statements pre 
senting social security as insurance when it is, in reality, a form of 
taxation, and holding out the expectation that the rate of 6.5 percent, 
which is projected as the ore ate in 1970, will really be final. 

No doubt France hoped at one time that her compulsory social 
security program would call for a tax no higher than 6.5 percent—but 
the truth is that it has already reached 16 percent of payrolls. 


45622—i4——_-34 
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Phe railroad-retirement system was initiated in 1937 with a payroll 
tax of 5.5 percent. By 1952 it had increased to 12.5 percent. And the 
returns to beneficiaries of the anthracite health and welfare fund have 
recently been cut in half—from $100 to $50 a month—even though the 
taxlike contributions to the fund were estimated to be more than 
LS percent of the wages paid by the industry. 

No one but Government can provide a service like social security at 
less than cost, and even then is 1t possible only because of the Govern 
ment’s taxing power. We ask the committee to remember this, for 
even the taxing power has a limit. 

The CHarrman. We thank vou for your statement, Mr. Kile. 

Mr. Kine. Thank you, Mr. Chairman. 

The CuarrMan. Without objection I will have inserted in the record 
at this time a letter from Mr. Henry C. Driver, chairman, legislatis 
committee, Local 3036, United Steel Workers of America: 

\ resolution by the Pensacola Chamber of Commerce of Pensacola, 
Fla.: 

\ statement by Dr. Chester D. Swope of the American Osteopathic 
Association: and 

A statement by Albert J. Fitzgerald, United Electrical, Radio and 
Machine Workers of America. 

(Statements and resolution referred to follow :) 


BIRMINGHAM, ALA., March 10, 1954. 
Hon. DAN REEp, 
Chairman, Wauvs and Means Committee, 
House of Representatives, Washington, D. ¢ 


Dear Str: We of local union 3036 of United Steelworkers of America, Birming 
ham, Ala., wish to offer the following three suggestions for your consideration 
toward what we think is an improvement of our social-security system. 

1. That the age be lowered from 65 to 60 years to be eligible to receive social 
security benefits 

2. That where a man who is otherwise eligible except below the age limit and 
he becomes totally disabled to work, he be allowed to receive his social-security 
benefits the same as if he were the age limit required. 

3. That the widows who ure now ineligible to receive social security either 
because of children being over 21 years of age or the widows themselves being 
under 65, that upon the death of the husband they receive social-security benefits 
they would receive were they in the age bracket now required by law. 

We understand there are changes contemplated being made and we earnestly 
hope that these suggestions will be given serious consideration by you and your 
committee, 

Respectfully yours, 
HeNry C. Driver, 
Chairman, Legislative Committee, Local Union 3036, United Steel 
Workers of America. 


P. S.—This local has 1,000 members and this expresses their views. This 
letter was voted on and is sent to you by unanimous request. H.C. D. 


A RESOLUTION URGING THE CONGRESS OF THE UNITED STATES OF AMERICA TO Post- 
PONE EXTENDING THE COVERAGE OF THE SocraAL Security Act UNTIL THE IN- 
EQUITIES OF THE PRESENT ACT, AS AMENDED, ARB CORRECTED 


“Whereas the Senate and the House of Representatives of the Congress of the 
United States of America have been debating and considering the extension of 
the Social Security Act to cover certain self-employed individuals, not presently 
included in said act; and 

“Whereas, the actuarial soundness and the financial stability of the reserves 
under said Social Security Act need correction and protection ; and 
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“Whereus certain inequities exist in the present Social Security Act including 
the provisions pertaining to the eligibility to draw the benefits under the said 
act no matter what the income of the individual might be, although an individua 
with no income but depending upon earning power to supplement the benefits of 
said act is limited to earning $75 per month average; and 


Whereas the system of benefits as prevent y adn inistered appears to i 


the basis of a semidole system, rather than a sound pension plan for the p1 


¢ 


tection of the individuals participating under said act: and 
‘Whereas the need for the correction of the inequities appears to be much 
greater than the need for the extension of coverage under said act: Now, there 
fore, be it 
“Resolred by the Pensacola Chamber of Commerce of Pensacola, Fla. That 
tain inequities existing under the present Social Security Ac as amended, in 
order that the welfare of those individuals presently participating under said 


the Congress of the United States of America is hereby urged (1) to correct cer 


act shall be protected and (2) to postpone the extension of coverage under the 
Social Security Act, as amended, until better security and protection are afforded 
to those individuals presently participating under said act: and be it further 
“Resolved, That this resolution is passed as an expression of concern on 
part of the Pensacola Chamber of Commerce for the purpose of bringing to 
attention of the Congress of the United States of America the urgent need f 
the security and protection of the individuals presently participating under the 
Social Security Act, as amended: and be it further 
“Resolved, That Waldo S. Carrell, executive director of the Pensacola Cham 
- Commerce immediately forward copies of this resolution to the Florida 
sssional delegation and chambers of commerce in the State of Florida and 
immediate vicinity.” 
Approved by the board of directors of the Pensacola Chamber of Commerce 
at its regular meeting on the 9th day of March A. D. 1954 
PENSACOLA CTTAMBER OF COMMER 
By Harry I.. Ropwinson, President 


Watpo S. CARRELI 
Erecutive Directe 


STATEMENT BY DR. CHESTER TD). SWOPE, CHAIRMAN, DEPARTMENT OF PUBLIC RELA 
rIONS, AMERICAN OSTEOPATHIC ASSOCIATION 


Mr. Chairman, and members of the committee as chairman of the department 
of public relations of the American Osteopathic Association, it is my duty 
and privilege to bring to this committee the views of the association in regard to 
the pending bill, H. R. 7199, entitled “Social Security Act Amendments of 1954.” 


thie physicians or surgeons legally licensed and 


There are some 12,000 osteopa 
practicing in all the State Approximately three-quarters of that number are 
members of the American Osteopathic Association 

The bill proposes to repeal section 211 (¢) (5) of the Social Security Act, which 
would result in compulsory OAST coverage of osteopathic physicians, and othe 
professional groups now exempt 

Bills to accomplish a similar purpose, among them the Kean bill, H. R. 3608, 
were introduced during the first session of the S8d Congress, and came to the 
attention of the house of delegates of the American Osteopathic Associ: n at 
its annual meeting in July 1953. After due consideration at that time, it was 
resolved that the house of delegates “endorses the participation of osteopathic 
physicians in the Federal old-age and survivors insurance benefits program, if 
elective.” 

It is the policy of the association to adopt a positive attitude wherever pos 
sible. In this case, although against compulsory coverage, the house expressly 
endorsed elective coverage 

There are not enough physicians under 65 to meet the demands of medical 
care. The President’s Commission on Health Needs of the Nation in 1951 esti 
mated physician shortages for 1960 at between 22,000 and 45,000. The Commis 
sion also stated “it is our carefully weighed conclusion that the growth of 
prepayment plans and the extension of preventive medicine will inerease the 
demand for physicians to a point higher than the present or predicted total 
supply, even if an ideal distribution were possible.” 
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Many, if not most, physicians, whether doctors of osteopathy or doctors 0 
medicine, practice until about 75 years of age, 10 years beyond the OASI re 
tirement age During that additional 10 years, a physician’s income would 
undoubtedly exceed $1,880 annually, in which case he could draw no benefits 
Therefore, he should not be compelled to pay for them 





STATEMENT OF ALBERT J. FITZGERALD, GENERAL PRESIDENT, UNITED ELECTRIC 


Rapro AND MACHINE WorRKeERS OF AMERICA (UE), ON 1954 SOCTAL SECURITY 
PROPOSALS 









This statement is presented on behalf of the 300,000 workers represented by 
the United Electrical, Radio, and Machine Workers of America (UE), in 1,000 
electrical, radio, machine, and farm-equipment plants where UE is the bargain 
ing agent. This UE position on social security reflects widespread discussion 
and deliberation amongst our members, in annual UF national conventions, Uk 
district conferences, and UE local union meetings 
The basic UE position on social security is simply stated: 
1. The social-security system should aim at providing our senior citizens 
with the opportunity to retire with a standard of living maintained at a 
minimum adequate level. The present level of benefits is grossly inadequate 
for this purpose The UE vigorously supports Senator Lehman's bill (S 
2200) as a long step in the right direction, but urges even more adequate 
changes in the law 
2. The social-security system should continue to be based solidly on the 
contributory, insurance principle established in the act of 1985 





Employers’ tax contributions should be increased, while workers’ con 
tributions are decreased Employers should be more heavily responsible 
for the old-age social security of workers who have given their lives to our 


productive system and to the creation of great wealth for the employers 


1. Adoption of these principles is imperative not only for the benefit of 
our senior citizens. In addition, increased purchasing power in the hands 
of retired workers is an absolute necessity as a measure aimed at weakening 
the threat of serious depression now facing the United States. 

The UE 18th National Convention in 1953 declared that “workers create eno1 
mous wealth for the employers during their working life, yet when they grow 


old they are thrown on the industrial scrap heap, with little or no pension 
These senior citizens have earned the right to an adequate pension.” 

In spite of the lifetime contributions to our society of our older citizens, we 
know, from official statistics of the Federal Government, that the vast majority 
of these citizens, when they reach the age of 65, are forced to live in poverty 
The statistics show that 73 percent of all single persons over 65 who live alone, 
and families whose head is 65 years or older, are forced to exist on a substandard, 
poverty level (See table IT.) 

This shocking situation is a large part of the depression base of our economy 
The American people generally, and the older sections more particularly, do 
not have the purchasing power necessary to buy back the huge quantity of goods 
and services which our economy is able to produce This is the basic cause of 
the threat of depression in our country today 

These are the facts which this committee, and the Congress as a whole, must 
iake into consideration when debating the question of social security for the 
aged Congress must provide a more adequate system, as a matter of the rights 
of the aged, and as a matter of the general public welfare, through bolstering the 
purchasing power necessary for prosperity. 








BIG B 





USINESS ATTACK ON SOCIAL SECI 





RITY 












The UE congratulates the Eisenhower administration for rejecting at this time 
the chamber of commerce efforts to scuttle our present social-security system. 
The UE feels, nevertheless, that the President’s proposals as embodied in H. R. 
7199, are far from adequate to meet the needs of the situation. 

The economic facts of life on existence in old age make it clear that the bene 
fits of the present old-age and survivors insurance (OASI) program are grossly 
inadequate. Nevertheless, even these benefits, and the system as a whole, have 
come under serious attack by big business, via the proposals of the chamber of 
commerce and certain Members of Congress. These proposals amount to the 
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establishment of a dole system of charity for the aged, with gre: wwered 
benefits subject to the vagaries of annual congressional appropriations 

The UE urges Congress to reject these proposals outright, and to maintain the 
contributory, insurance principle of the present system as set up in the Social 
Security Act of 1985 


THREE-QUARTERS OF OUR SEN IZENS LIVE IN POVI 


The basic UE proposal that Congress is urged to adopt as fundamental to a 
social security legislation is that the system should aim at providing our senior 
citizens with the opportunity to retire with a standard of living maintained at a 
minimum adequate level 

Fortunately, we have an objective yardstick for measuring what this minimum 
adequate level actually is. The Bureau of Labor Statistics of the Department of 
Labor has defined and measured a family budget necessary for a minimum but 
adequate standard of living for a family of four. The Treasury Department in 
1947 provided data for adjusting this budget for families of different sizes. The 
latest BLS budget available is for October 1951 At that time, the following in 
comes were necessary to maintain a minimum but adequate standard of living 


TABLE I 


Single person needed 
Family of 2 needed 
Family of 3 needed 
Family of 4 needed 

Source BLS City orker’s F ily Budget for 
family sizes by means o rei ry Department study 
1947, p. 6 

This budget is by no means a luxury budget. Nevertheless, in 1951 the latest 
year for which detailed Census Bureau income data are available, three-quarters 
of our aged citizens, those aged 65 or older, had incomes insufficient to reach this 
minimum standard 


TABLE IT Distribution of families with head 65 yeare or older. and unrelated 
individuals 65 or older, by total money income, 1951 


Number 


Under $500 
$500 to $1,000 
$1,000 to $2,000 
$2,000 to $3,000 
$3,000 to $4,000 
$4,000 to $5,000 
Over $5,000 
Median income 


Source: Bureau of the Census, 


p. 18 


Table II shows that 89.5 percent of all unrelated individuals 65 or older (single 
persons living alone), had incomes less than $2,000 in 1951 In that same year, 
$2,082 was required to attain the BLS minimum adequate standard of living. 
Thus, 2,240,000 (89.5 percent) aged persons living alone were unable to enjoy 
the meager BLS budget And the vast majority, 76 percent, were living in dire 
poverty, with incomes less than $1,000 annually, or less than half of the income 
required for the BLS minimum standard of living. 

Unfortunately, we do not have income data, for families whose head is 65 or 
older, broken down by size of family We can, however, get an aproximation 
of the unmber of families, in adition to unrelated individuals, whose incomes 
were insuflicient to attain the minimum standard of living 
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The average, or median, size of families whose head was 65 or older, was 
persons in 1951 (Census: Family Income in the United States 19: 
The income necessary, for a family of this size, to attain the BL 

ab 


tuble 4 


1 
i 
S minimur 


dequate budget was $2,962 in October 1951 (See table 1.) | 


le IT show 

at 64.6 percent, or 3,340,000, of these families had incomes in 1951 too sma 
ich this standard 

Thu total of 5,580,000 individuals over 65 and families with heads 


vere living at substandard levels in 1951 This was 73 percent of 
families and individuals 


PRESENT SOCIAL SECURITY BENEFITS ARE GROSSLY INADI 


When we compare the maximum benefit levels of the present OASI prograr 
with the income necessary to attain the BLS minimum but adequate standard 
of living, we see the major reason such a vast majority of the aged are living 
poverty We can also see by comparison, the inadequacy of President Eisen 
hower’s proposals The Lehman proposals, though still considerably short oO 
much further toward meeting the requirements 
TABLE ITI Comparison of income requirements for BLS “minimus hut ade 

quate” standard of living, with aciual incomes of 65 and older group, 1957. ane 


with marimum benefits of various social-security proposals 


The data in table III make it sharply apparent that sizable increases in social 
security benefits are necessary if our aged citizens are to live at the “minimun 
but adequate” standard of living that is their just due after a lifetime of hard 
work in the Nation’s economy 

The UE supports the benefit proposals of the Lehman bill (S. 2260) as a long 
step in this direction. Nevertheless, it must be pointed out that these proposals 
are not enough. The UE urges this committee to make a careful study of the 
needs of the aged members of our population, and bring forth recommendations 
for improvement of the social security system which will permit the aged to 
meet these needs and to live out their lives in retirement under the decent 
economic conditions they so fully deserve. 


NECESSARY IMPROVEMENTS IN OTHER ASPECTS OF THE SOCIAL SECURITY SYSTEM 


For American senior citizens to attain a decent standard of living, improve 
ments in the social security program are necessary in Many respects other than 
cash benefit levels 

Again, the Lehman bill goes a long way toward the requirements. The UE 
supports S. 2260 particularly in the following: (1) Extension of the program to 
an additional 18 million workers; (2) increase in the taxable wage base to 
$6,000 of earnings: and (3) increases in disability and rehabilitation benefits. 

In other respects, however, the Lehman proposals are inadequate. On these, 
the UE makes the following proposals: 


Retirement age.—This should be 60 instead of 65, to permit a longer 
period for enjoyment of the fruits of our society produced by the senior 
citizens’ lifetime contribution of labor. 

Outside earnings.—There should be no limitation whatsoever on outside 
earnings. Aged persons willing and able to work past retirement age should 





SOL SECURITY ACT 


[AL 


be 
of living we have defined, to 
standard living. Certainly 


permitted to reach beyond 


a stan¢ 
the 


of 


crimination in limiting outside wag 


no limitation on earnings from 
insurance, The 

Thus, under 
rising health 
This situation 


ne 


Health 


with 
rapid \ 


expenses 
ace present 
expense t 


drastically has sel 
in which the great majority 
The security pt 


insurance to take effect after 


} 
socia 


Sth national 
individual cor 


The UE 
negotiating pDensi 
colupany shall pay the full cost of tl 
wa ant to 


This specific program S mie 


are responsible for providing security 


“enormous wealth for employers during thei 


im To 


priv: 


In line with this 
employers in general should be more 
for Wol 
i question of the 
hil 


progr: 


of social security all aged 
old. It is rather : 
which built and expanded ou 
wealth for employers. These 


with a life of poverty, w 


their old age 


the n 


workers 


AMENDMENTS 


eager minimum but 
lard more like what ea 
law contains an 


present 


e earnings to $75 per month 
dividends, rents, and interes 


liatihta ili 


ion and ret 
ment the 
age to 
vorking 


pens 
old 


inl 


pie Sl 


respo 


hile « 


the riches to guarantee their own old age 


Thus, the UE proposes that the expa 
program spelled out in this 
employers. While raising the 
$6,000, Congress should increa 
ti 


taxable 
se the ta 


butions of workers. 


This proposal, if adopted by Congr 
depression weapon 
Uk social-security 
tional, badly needed purchasing 


life—on goods and services that our 


The CHarrmMan. I believe that t 


program wW 


powell 


We will meet in the morning, Sat 


(Whereupon, at 3:45 p.m., the 


Saturday, April 10, 1954.) 


statement, 


eSS 


The decreased cost 


eco! 


nded, dr: 
be fir 
wage base, for 

oh employ 


anced 
X rate 


woul 
to we 
in the 
which 
omy ha 
I e 


hat cone 


urday, April 1 


hearn rWas ac 











SOCIAL SECURITY ACT AMENDMENTS OF 1954 


SATURDAY, APRIL 10, 1954 


House or Representatives, 
CoMMITTEE ON Ways AnD Means, 
Washington, D. 

The committee met at 10 a. m., pursuant to recess, in the hearing 
room of the Committee on Ways and Means, New House Otlice Build 
ing, Hon. Thomas A. Jenkins, presiding. 

Mr. Jenkins. ‘The committee will be in order » first 
Congressman Angell. 

Before you proceed, Mr. Angell, Mr. Mas 
he would like to make for the record. 

Mr. Mason. 

Mr. Mason. The chairman, Mr. Reed, spoke to me yesterday saying 
that he would not be here today. He has another very important 
engagement, and he asked me to take over in his place and announce 
that the ‘Townsend organization has been given a full hour of tim: 
this morning, which is more than any other organization has bee 
given up to this time with the exception of the Department of Health, 
Education, and Welfare: and that, in view of the fact that there ave 
four witnesses listed for the Townsend plan here, that would averag 
15 minutes apiece, or if one took less, the others could take more time. 

That is the way the chairman had it planned for this morning, M1 
Chairman. 

Mr. Jenkins. Very well. 

Did you have anything further, Mr. Mason ? 

Mr. Mason. No, I have not. 


STATEMENTS OF HON. HOMER D. ANGELL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OREGON; AND HON. ROBERT T. 
SECREST, A REPRESENTATIVE IN CONGRESS FROM THE STATE 
OF OHIO 


Mr. Ance.tt. Mr. Chairman and members of the committee, as 
spokesman for this group, I want to thank the committee for the very 
fine treatment we have had. The arrangement you have suggested, I 
think, is very satisfactory. 

As I have said, we have a joint argument, a number of us, however, 
not all of us in favor of this legislation have joined in this argument. 
I have not counted these signatures, but there are perhaps 100, which 
we will present. 

The argument consists of some nine pages. 

However, I will not read the argument but I will hit some high 
points and my colleague, Congressman Secrest will do likewise. Then 
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the other witnesses will be heard from the staff of the Townsend 
organization. 

The main argument w hich we are present ing we are asking the com 
mittee to consider and include in the record. 

First, I would like to present a statement of United States Senator 
Margaret Chase Smith on this subject. She has asked me to ask 
leave of the cominittee that it may be received in their record. 

Mr. Jenkins. Without objection, so ordered. 

(The statement referred to follows :) 


STATEMENT OF UNITED STATES SENATOR MARGARET CHASE SMITH TO THE WAYS AND 
MEANS COMMITTEE OF THE HOUSE OF REPRESENTATIVES, APRIL 10, 1954 


Mr. Chairman, as a Member of Congress for 14 years, having served 8 years 
in the House of Representatives and in the United States Senate for the past 
6 years, I have been deeply interested in old-age and disability legislation as 
outlined in H. R. 2446, the bill sponsored by Congressman Homer 1D). Angell. 

The need for social security is incontestably established, since we are not 
all endowed with the tools and ability to achieve security through individual 
effort. Circumstances, or “breaks” if you wish to call it that, have granted 
some of us greater ability to achieve happiness and capture security. We 
have been endowed with greater productive or creative ability or with greater 
financial resources, or with the rare and admirable ability to be happy with 
less of the material things than what the next fellow has 

Others of us are not so lucky. Our mental or physical capabilities have 
been limited from birth or have not been developed because of lack of means 
of development, or have been impaired my misfortune. Depression, war, and 
inflation in unbroken succession have shaken the faith in the belief that man 
is the master of his own destiny. These conditions have proved beyond a 
doubt that our Government must cope with the problem of social security and 
old-age assistance. 

Existing social and economic conditions force upon us the need of solving 
this problem, not only for those over 65, but 60 years and over. 

Since less than 1 out of every 5 receive any old-age assistance and then the 
average payment is around $51 with 50 percent of them receiving from $51 
down to $27.89 which was the low average of Virginia as of November 1953: 
This is not even bare subsistance in the face of today’s cost of living. 

Some will tell you that these payments are only a supplement, but I ask you, 
a supplement to what? We all know that these recipients are not allowed to 
earn any amount to supplement the amount paid to them without it being 
deducted from their monthly allowance. Even OASI with their earning clause 
prevents many a citizen from earning necessary additional income. 

I urge you to give full consideration to the facts that are presented regard- 
ing the proposed legislation known as the Townsend plan. Certainly no one 
has done more on the problem of old-age assistance than Dr. Townsend and 
he deserves the thanks of every American citizen. 

The legislation which you are now considering is probably the most important 
domestic problem now confronting our people, as it will affect all our people, 
therefore the legislation should provide real security for all citizens, and for 
business by increasing the much needed purchasing power, the market for goods 
and services that we in this great Nation can produce. 

If we possess the genius to build an atomic bomb, a hydrogen bomb that 
can threaten the very existence of the world, surely we must posses the will 
to provide the means of security for ourselves and our fellow Americans in our 
old age, after we have given the best years of our lives to the development of 
our country. 

Insecurity breeds physical illness, mental illness, and war. A happy and 
secure people are the best guaranty against war. Adequate social security can 
make a great contribution to the realization of permanent peace: And the best 
place to start is right here at home in America—right here before this commit- 
tee—right here in Congress. 


Mr. Anceti. Now, Mr. Chairman, we are appearing here this morn- 
ing to present arguments in support of H. R. 2446 and a companion 
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measure, H. R. 2447, which are identical bills, one introduced by my 
self and one by my colleague, Mr. Secrest. . 

This joint argument has been pre pared by a number of us who are 
supporting this legislation which is gener: ally known as Townsend 
legislation. We are asking permission that the complete argument 
may appear in the record as our presentation in support of this 
legislation. 

Mr. Chairman, as you and ~~ r members of the committee pet 
haps know, for a number of years, during my service here in the Con 
oress I have sup ported old-age security programs, particularly this 
type of program which is an overall program, a Federal program 
covering everyone so that all may share in supporting it during their 
working years and may then share in its benefits when they reach the 
age of 60 years, as provided in this bill. 

We feel that old-age se oa as now existing does not cover this pro- 
gram. It does not fill the bill,as [ may say. The benefits are too low. 
There are too many people who are not brought within its coverage 
and, all in all, it fails to present an overall program for the care of the 
aged of America. 

We feel that legislation of this type which is nationwide in its 
scope, Which covers everyone, in which everyone can participate 
during his heyd: ay, a pav-as-Vvou-go proposition fits the bill. 

From year to year we have been adding amendments to the social 
security bill which have increased it favorably, but it still does not 
cover the problem by reason of the fact that so many do not come 
within its provisions and its benefits are too small to cover minimum 
needs. When it was enacted it was thought that within a period of 
a few years at least, the coverage of those in the working field of 
America, would cover all in America who needed this relief, but it is 
found that it does not. 

We are giving relief outside of old-age and survivors insurance to a 
larger extent than when this program was adopted. 

So we feel that we should take the steps to bring everyone within the 
coverage of an old-age program so that all will be treated equitably. 

This plan in our bills is financed by a tax of 2 percent, a gross in 
come tax, so-called, with an exemption of $250 a month. 

Of course, the tax is a factor and how it will be financed is a factor 
that will be worked out when it finally comes up to the House for 
consideration. 

I think, Mr. Chairman, that that is about all IT have to say as I have 
covered the plan in the written argument I have submitted. I will 
yield to my colleague, Mr. Secrest. 

Mr. Jenxrns. All right, Mr. Secrest. 

Mr. Secrest. I want to point out, as I did Monday, that I have al- 
ways supported the Social Security Act, and that I now support those 
amendments that the President has proposed for this year. I think 
that they go farther and are better than any single group of amend- 
ments that we have ever had, and especially as they would include 
farmers. 

After the whole social-security program has gone as far as you 
ean go with it, and you have brought everyone in whom it is prac 
tical to bring in, you will still have people who have no type of 
security except the old-age pension, and there are many people who 
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cannot qualify for that and, who have a very substandard of li 
in the country. 

I want it understood that these two bills which we are discussing 
here today are framework bills, that there are things in them that 
| could change it this committee seriously Col sidered legislation Ol] 
this kind or if they reported to the floor. 

There are Wigdny things that 1 would want to conside1 further and 
the final drafting of an act. Itis merely a framework. It 
Itisa theory to which we subscribe. 

It would be completely possible to maintain the present Social 
Security Act, bring under it all those people that could be practically 
brought under it, and also to have a system of this kind for all othe 
peop! 
not qualify for social-security benefits. 

You would have them maintained and improved, I hope, as the 
yvears go by the eXISting social security system, and you could have a 


e, W ho, upon reaching the age of 65, were not covered and could 


system such as this to cover everyone else in the count ry W ho could not 
for various reasons be brought under the social security program. 

Now. I do believe that all the people of the Nation when they reach 
65 or 60 or whatever age Congress may, from time to time, determine 
are entitled to some sense of reasonable security, and this is one Way 
that we believe it could be achieved, especially for those who might not 
be under the existing social-security system when they reached age 65. 

That is all I have to say. 

Mr. Jenkins. Then, gentlemen, I presume you want to file this 
report ¢ 

Mr. Ancetr. We present the joint argument and request it be ex 
tended in the record at this point. 

Mr. Jenkins. Without objection, it is so ordered. 

(The argument referred to follows :) 


ARGUMENTS IN Support or H. R. 2446, INTRopuceD ny CONGRESSMAN ANGI . 3D 
DISTRICT OF OREGON, AND ITS COMPANION Brit H. R. 2447, INtrropucep gy Con 
GRESSMAN SEcREST, 151TH District or OHIO, GENERALLY KNOWN AS THE TOWN 
SEND Pay-As-You-Go Or1p-AaGEe Socrat SeEcuRItTy PRoGRAM 


Mr. Chairman and gentlemen of the committee, some of us, your colleagues, 
vho are supporting H. R. 2446 and its companion bill, H. R. 2447, are joining in 
this presentation to you of our arguments for a favorable report on this bill so 
that it may be considered on the floor of the Honse at an early date. We are 
joining together in a common argument to save you time as we know the heavy 
program you have makes the conservation of time a necessity 

It is of deep interest to note the decided trend toward the adoption of a uni 
versal, pay-as-you-go old-age security program. Those of us who through the 
vears have been fighting for a genuine pay-as-you-go program are very much 
encouraged by the trend of recent events which show public opinion increasing] 
supporting amendments of social security so as to make its coverage universal 
and place it on a pay-as-you-go basis 

(As we all know, there is a large number of worthy aged citizens of the United 
States who are not covered by the provisions of existing social-security legisla 
tion and who cannot qualify to come under it. Nevertheless the tax for its sup- 
port, while contributed in the first instance through employers and employees 
is in reality borne by everybody, and it is illogical and unsound to impose such a 
tax which protects only limited and special groups, as is now done. Under House 
bill 2446 all citizens would share in the benefits of the program. 

While the President is to he commended for his recommendations for the exten 
sion of social security and increase of benefits—which every Congressman will 
agree are badly needed—the coverage still fails to take within its protective 
shield all those who are entitled to he covered, and the benefits, even increased 
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the recommendations of the President, are wholly 
the elderly people of America in decency and health acco 
ards It is not in any sense enough. The time has come for an overall, con 
prehensive social-security program, and the program presented by House bills 
!°446 and “447 should receive the consideration of the Congress 

I wish to recall a statement to this committee as of April 6, 1949, by ex-Presi- 
dent Hoover, then chairman of the Commission for the Organization of the Exe 
tive Department. He said: 

“IT wish to say at once that I strongly favor Government provisions for pro- 
tection of the aged and their deper dents The problem before the Nation is to 
obtain a workable system, with a minimum of bureaucracy, adjusted to the 
economic strength of the country which gives assurance of security to this group. 
In my view, we have not yet found that system.” 

We feel that ex-President Hoover's statement is every bit 
as it was then. We do not yet have any such system 

In his message to this present Congress on social security, President 
hower urged expansion of coverage and stated that benefits provided 
present system are insufficient to combat destitutior Our studies of his re 
mendations leave us convinced that coverage would still remain inadequate 

In fact, almost without exception qualified experts who have exan 
the old-age-security problem facing our Nation have reported the deficiencies 
the present system and need for major overhauling or substitution of a new sys 
tem therefor. In the fieid of collective bargaining between labor and manage 
ment, recent years have seen the development of private plans in industry the 
reserve funding of which already totals just about as much as the reserve fund 
of our OAST system. In the course of these collective-bargaining sessions be 
tween Management and labor, these private systems have been justified on the 
basis of the inadequacy of the OASIT 

We in America can be justly proud of our achievements in the development of 
our industrial production. It enables us to stand in the forefront of all nations 
n the ability to produce food, clothing, shelter, and other necessities of life in 
abundance—not only for our own people but to help other nations in need. This 
was a major factor in winning the war: and it remains a major factor in our 
nternational efforts to win the peace. However, with machine labor and mass 
production, we have found that many elderly people of America, by reason of the 
very success we have achieved in production, are deprived of remunerative en 
ployment in their declining years; and many of them are in dire need 

Existing economic and social conditions force upon us the complex question of 
security for the individual in our modern industrial civilization. Since 1919 the 
number of self-employed individuals in the United States has remained fairly 
constant at about 9 or 10 million During the same period ou total labor for 
has doubled As our population and labor force have steadily grown, the 
centage of self-employed has just as steadily declined An ever-increasing 
cent of our people come to old age and inability to continue in employment with 
no opportunity for self-employment. 

The young and vigorous are on the payrolls of this machine age, a 
citizens are relegated to the sidelines. As a result of this incre: 
ment of the aged, we are faced with the problem of social security) 
needs for livelihood of this steadily increasing part of our population 

To meet this problem the 74th Congress passed Public Law 271 setti1 
present social-security program. Since that time this law has been studi 
repeatedly and amended repeatedly It is now before you for further amend 
ments which in many respects are more extensive than any of the past 

There are nearly 200 bills pending before this 88d Congress seeking to improvs 
various features of this insufficient law. After practically 20 years, during which 
Congress has dealt with the social-security problem on the basis of the present 
OAST system, can more conclusive evidence possibly be demanded that it is not 
as it stands today, a satisfactory answer to the problem? 

The failures and shortcomings of the present system are more than mere theo 
retical failures. What they mean is that millions of good Americans have lived 
out their elderly years under conditions of tragically unjust, economic hardships; 
and that up to this moment we still have done too little to change that sorry 
state of affairs It is time to realize that we are not going to solve the problem 
by continuing this same policy. 

The problem of caring for the aged, the disabled, and families bereft of their 
breadwinners, as seen today in the eyes of proponents of the Townsend plan and 
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others, is that there are many millions of such persons in need among us who are 
not wow, and cannot in the future, be cared for in an honorable and just way by 
the present system of social security. Under the present system, millions of old 
folks and disabled people receive either hopelessly inadequate support, or no 
support at all While there are millions of senior citizens too well off to get an 
old-age pension, they are too poor to live decently. 

While comparison of the philosophy and objectives of the Townsend proposal 
and the present system shows them to have much in common, there are marked 
differences. Our proposal would give recognition to the past labors of the aged 
and would provide them dividends from the wealth they helped to create. It 
would give this as a matter of right without any direct relation to specific 
monetary contributions. The existing OASI program gives benefits as a matter 
of right, to carefully defined groups, but ties them to a principle of insurance 
something that each prospective annuitant and his employer buy as they partici 
pate in the productive processes of the country linally, old-age assistance is 
provided for the aged who, because of inadequate OAST coverage or benefits. are 
in need and should be helped 

We believe that annuities should be offered with neither the stigma of charity 
nor of poverty. They should be offered as dividends from the national wealth 
which every citizen helps to create. A system should be adopted to replace the 
complicated, arbitrary, and inequitable provisions of existing law It should be 
one which will have a stimulative effect upon our economy and one which will 
help to make jobs available to all the young who will replace the aged as the 
latter move into retirement at a decent standard of living 

A major defect in the present system is the smallness of individual payments 
and their failure to raise the aged to a decent standard of living. Present pay 
ments, averaging about $50 a month for insured workers, leave those with nothing 
else to depend on in an utterly impoverished condition; and these benefits fail 
miserably in raising the elderly as a group to anything resembling a fair compari 
son with prevailing American living standards. The old-age-insurance program is 
based, in respect to the payments to recipients, upon the contributions made by 
the covered self-employed, employees, and their employers. This principle dam 
ages the benefit rights of workers who encounter economic misfortunes in the 
course of their lives, thereby lessening benefits to the very people who are 
destined to need and deserve benefits the most when they reach retirement 
Therefore, President Eisenhower's recommendation to ignore a worker's worst 
4 years of employment for purposes of computing bene‘its is to be commended as 
a desirable improvement. 

Another major and pathetic defect is that the present system attempts to 
measure, in terms of fixed dollars, benefits to be paid as long as 50 years in the 
future, to workers now just starting their working lives. Surely by now we hive 
sufficient experience with the depreciating value of the dollar to realize the 
futility of attempting to determine a fixed dollar income for retirement 10, 20. or 
DO years in advance Annuitants today, with fixed incomes based on prewar 
values, are able to buy only about one-half of the food, clothing, and other neces 
sities their meager annuities would have provided before the war. Changes in the 
purchasing power of the dollar are so great that the attempts of one generation to 
set minimum decent living standards for succeeding generations, in terms of 
fixed dollars, can be satisfactory only by chance 

In attempting to do this extremely difficult thing the present system requires 
keeping meticulous individual records of the wage and working activities of 
75 to 100 million covered workers over periods of time running up to 50 years 

It is most difficult to continue under any system having such basic flaws and 
honestly hold forth any hope that the American people are ever going to have a 
satisfactory solution of their social-security problem. To do so is to delude 
ourselves and the public 

Earlier this year, we were all pleased to witness recognition of many short 
comings of the present system in President Eisenhower's message to Congress on 
social security. We certainly agree that millions more of our people should be 
covered under whatever system we have than are covered presently under OASI 
We approve of extension of coverage; but. we do not agree that the present sys 
tem can provide adequate and secure coverage for all the American people who 
should be covered, unless the system is so drastically changed as virtually to 
repudiate its present principle in respect to coverage. 





SOCIAL SECURITY ACT AMENDMENTS OIF 954 531 


We were all equally pleased to hear the President characterize the benefits 
provided for in the present law as insufficient “to combat destitution We 
certainly agree that benefits, under whatever social-security program we might 
have, should be much higher than those presently provided 

However, we certainly do not agree that increasing the minimum OAST bene 
fits from $25 to $380 a month is enough of a contribution to combat destitution 
We equally find agreement impossible on the point that increasing the maximum 
benefits from $85 to $98.50 a month is of general benefit when we realize that such 
benefits would go only to workers with an average earning record of a flawless 
$300 a month. It is clear to us that the same consideration is true regarding 
the proposed maximum of $108 monthly benefit to be based upon a flawless wage 
record in covered employment of S850 a month What a stepdown of living 
standards for a majority of our people will result under the benefit formula 
inherent in OASI. 

It is only a year ago that our great problem was to find ways of overcoming 
inflation. Now, we have, in the full sense, at least 4 million unemployed, costs 
of living still at their peak, and the great worry and problem is to combat 
deflation, recession, to prevent depression. Surpluses, resulting in unemploy 
ment, are gathering while we harbor a system of social security that fails 
adequately to amplify purchasing power among those very parts of our popula 
tion where purchasing power is most inadequate; the aged, the incapacitated, 
the widowed mothers with dependent children, where purchasing power is pared 
right down to the very bone and often enough right into the marrow 

We are intensely interested in every possible improvement in any part of our 
social-security system, in any way that will, however slightly, help these people 
in need; but we do not accent these improvements as constituting the kind of 
progress in social security that the American people should have. It is on this 
basis that we press with all our ability for a program that will really solve 
this problem once and for all, and as soon as possible. It is on this basis that 
we press for the adoption of the Townsend program, for Congressional action 
on social security through the identical bills, H. R. 2446 and 2447 It is hich 
time to solve this problem 

The Townsend plan is flexible. It would automatically change with changing 
conditions, changing living standards and purchasing power of the dollar, il 
terms of the real value of its benefits. We simply cannot see how any social 
security program can securely provide security for the people unless it is 
designed to operate in this way. 

Because of the fact that no such program has ever been in operation, direct 
statistics do not exist, and it is not possible, precisely, to calculate the indi- 
vidual benefits that would be available under H. R. 2446. However, there do 
exist sufficient data on business operations and on our population to make 
a perfectly reasonable and sound estimate on the basis of conditions in recent 
years. 

Continuous study of the program presented in H. R. 2446, over many years, 
enables us to calculate a gross income tax rate that would obviously provide a 
desired amount of revenue under specified business conditions. This means that 
a given benetit goal, in terms of its relationship to general living standards, can 
he adopted and the needed tax rate established, so that the resulting benefits to 
individuals would then be set in a fixed ratio to general living standards and 
economic or business conditions. This completely overcomes the problem of 
benefits in terms of fixed dollar amounts which hecome utterly ineffective as 
prices, standards of living, and business conditions change 

These principles have been found necessary for adequate pensions among 
nations having much longer experience with social security than we have. The 
Social Security Bulletin of January 1954, features this question in a special 
urticle. It shows Sweden, after 40 years’ experience, adopting a cost-of-living 
adjustment in 1950 and, on top of it, a standard-of-living adjustment in 19538 
Operating together, these two adjustments increased Swedish pensions 75 percent 
above their 1946 base period. 

Townsend plan benefits would stay in step, maintaining their real value. It 
would only be the development of great changes, or after long periods of time 
that adjustments would be needed; and then they would be mere adjustments in 
the light of solid and obvious needs. Once in operation, direct data by which to 
calculate precise benefit values and tax rates would be readily available at all 
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times. The whole picture of social security, in this respect, would immediately 
and permanently become automatically available. 

Since the amounts payable under the Townsend plan will be determined by 
subtracting administrative costs from tax receipts with the balance being wholly 
distributed in the form of benefits, there would be absolutely no surplus; there 

ould be absolutely no debt As far as social security is concerned, the budget 
would be balanced exactly The opposite state of affairs that exists under the 
present OASI program is certainly thoroughly enough known to require no 
comment here 

It is obvious that administration of the Townsend plan would be tremendously 
less expensive than the cost of the present system; especially is this the case 
when we realize that the problem would be fully solved while under the present 
program we are far from solving it 


The tax proposed to finance the Townsend plan is a gross income tax. Practi 
ally every argument that can be raised against this tax can be raised against 
nearly every other tax in force today. Two strong counterarguments, however 


do exist against the so-called regressive nature of the proposed tax. The first is 
that no tax should be considered apart from the use to which the revenues derived 
rom the tax are to be put While sales taxes, for example, are objectionable, in 
respect: to being regressive, the laudable purpose of the proposed tux overcomes 
this objection. It is apparent that persons in the low-income groups will receive 
benefits at relatively small cost, while people in high-income groups will pay 
relatively more for the same benefits. Under the Townsend plan all will receive 
the same benefits. Therefore, instead of the tax actually being regressive, its 
final effect is progressive. Furthermore, it is not improper to suppose that the 
taxes—to the extent that they are not dissipated by the positive stimulus that 
the currently paid benefits will have on the economy—will be borne willingly by 
all in the realization that by paying a tax today they will guarantee themselves 
an honorable annuity when they, too, are disabled or reach the age of 60. All in 
dividual, personal incomes in excess of $250 monthly will be taxed 2 percent. The 
tax will be wholly justified by this direct and completely reliable benefit to every 
taxpayer upon qualifying. 

The thought behind this proposal is this: We have repeatedly experienced the 
production of surpluses that could not be sold with the results of overproduction, 
underconsumption, and unemployment. Now, again, with industry having sur- 
feited the postwar demand for goods long unavailable, with our rearmament 
and defense program leveling off, we are face to face with the same forces; sur- 
pluses are a looming and foreboding economic fact and unemployment has 
reached threatening proportions. The Townsend plan would help greatly by 
creating a new market which would buy up this accumulating surplus; it would 
keep industry going; it would prevent unemployment; simply everybody would 
henefit by escaping the great losses which these situations cause to just about 
everybody, big or small. 

Karly this year the Senate had quite an open discussion of agricultural sur- 
pluses, revealing the astronomical figures to which they had risen, with some 
331 million pounds of butter, for example, in Government storage at that time, 
However, it has also become clear that agricultural surpluses are only a part 
of the picture. Right across the board of industry and business, accumulating 
inventories, failing demand and consequent unemployment—which further de- 
preciates demand—have been mounting concerns. The construction of the Town- 
send bill has been dictated by the obvious fact that raising the tragically inferior 
living standards of the aged and other disabled citizens to general American 
standards would enable these millions of people to purchase and consume these 
otherwise recurring surpluses of every kind. It is our contention that a fully 
adequate social-security system of this design would, in the long run, not only 
solve the social-security problem once and for all, but would also have a steady, 
stimulative effect on our general economy which would benefit virtually every- 
body. The economic results would offset the theoretical costs of such a program, 
completely. 

Under such conditions of stabilized prosperity, subject to the powerful forces 
of expansion and economic growth which we, as a Nation, have proven our- 
selves capable of, there would be greater and more confident opportunity for 
every individual in our land to work, to earn, to risk and to invest without the 
plague of surpluses with their costs and losses constantly recurring. What 
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other way is there ever to absorb our surpluses except to create the market that 
can buy them and use them? 

This is no longer only the idea of the Townsend movement. In recent times, 
there has been a constantly growing demand for action to increase buying power 
in our economy. Even tax reduction has been proposed for this purpose on the 
theory that more money would be left in consumers’ hands. A very notable in 
stance in the business world was the observation of Mr. T. V. Houser, vice 
president of the Sears, Roebuck & Co., in addressing the recent national conven 
tion of the National Retail Dry Goods Association He spoke of pension plans as 
permitting people to spend in a way that would not be “prudent if the protection 
afforded by these funds did not exist * * * the average family can more nearly 
use current income for the immediate enjoyment of better living standards *s 
families having to draw on such funds when extended illness or retirement 
comes, have more current income for a sustained standard of living than would 
otherwise be the case.” He further explained that pension plans bring about ‘an 
accumulated buying power, increasing year by year, which in previous decades 
did not exist at all.” 

Mr. Chairman, this committee has long been fully aware of the continuous 
receipt by Members of Congress of the endless flow of mail from constituents, re 
vealing the widespread, shameful shortcomings of the present act, especially em 
phasizing its failure to give any relief to millions of alre ady aged people. This 
has been going on year after year. 

In spite of the many efforts to improve this act by amendments, dissatisfac¢ 
tion has grown with the passave of time As more and more people who have 
been basing great hopes on our social-security system have come to the point 
where they have had to depend on it for support, too often disappointment and 
disillusionment have been their rewards 

The further we go in our technological development in the field of production 


the more critical and intense this whole problem is going to become Che Presi 
dent has said that we do not need to rely upon the demands of war and defense 
in order to have economic prosperity ; and with this view nobody could possibly 
igree more completely than we do However, it is perfectly plain to us that the 
present social-security program offers too little toward this great idea It is 
equally clear to us that a sufficient social-security program will contribute 
tremendous!y toward it Therefore, we ask this committee to clear H. R. 2446 
to the House as the basis for congressional action aimed at establishing such a 


social-security program—one truly worthy of the hope it inspires 
Now, in approaching the end of these remarks, | wish to speak about the actual 


specifications of H. R. 2446. Our studies have shown us that there is a great 
yap between the average living standards of the American people as a whole 
und the living standards of the aged Although we have a social-security pro 
sram, operating at Federal, State, and local levels, although we have many 


thousands of private pension and welfare funds, Federal, State, and local retire 
ment systems for public employees, the railroad retirement system, life insu 
ance, although we have all of the many efforts of the American people to provide 
tor future security by saving and investment—and these ) ed efforts are 
mighty, indeed, in their cost—yet the latest official data from the Census Bure 
showing the distribution of consumer income, reveal the elderly people still 
enduring income levels barely better than one-third of the national average 
This is inclusive of all the income they receive in the form of benefits from any 
und all existing programs and resources 

H. R. 2446, based on the 2-percent gross income tax it proposes, would provide 
benefits which would replace many of these programs now existing (such as 
OASI and OAA) and would, in addition, bring the elderly people to close equality 
of income with other groups. The aged as a group would no longer endure 
inferiority and dependency ; they would be equal as a group, and none of them 
would have less than the Townsend plan pension—close to $130 monthly as of 
1952, or close to $140 monthly, as of 1953. As it is, not only is the income 
average of the aged about one-third the general average, but over 25 percent 
of the aged are completely dependent, having absolutely no money income frou 
any source 

It is time to have done with poverty and despair as the final rewards of life 
Let us have full freedom and equality for our azed and disabled, and with it let 
us have unprecedented prosperity 
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We, the undersigned Members of the House, most respectfully urge that House 
bill 2446 be reported by your committee to the House, so that the Congress may 
work its will upon this vitally needed legislation for the welfare of the aged of 
America 

(Names of Congressmen who have signed joining in the presentation of the 
attached statement to the Ways and Means Committee, April 10, 1954:) 

Homer D. Angell, Robert T. Secrest, C. W. Bishop, Paul Cunningham 
Ss. J. Crumpacker, H. R. Gross, Earl Wilson, Joseph P. O'Hara, 
Paul F. Schenck, William S. Hill, J. Edgar Chenoweth, James E 
Van Zandt, Paul W. Shafer, William C. Cole, Wayne N. Aspinall, 
J. Harry MeGregor, Ivor D. Fenton, Frank T. Bow, Frances P 
Bolton, Robert J. Corbett, George H. Bender, Sam Coon, William 
Hl. Ayres, Thomas E. Morgan, Vera Buchanan, Katharine St 
George, Dean P. Taylor, Bernard W. Kearney, W. R. Williams, 
William L. Dawson, Gracie Pfost, Barratt O'Hara, Thomas §S 
Gordon, Melvin Price, Edward A, Garmatz, Samuel N. Friedel, 
Clement J. Zablocki, Gardner R. Withrow, Harold O. Lovre, 
Alvin E. O’Konski, Harold C. Hagen, Thor CC. Tollefson, Sid 
Simpson, Leon H, Gavin, Robert Crosser, Wm. A. Barrett, William 
T. Granahan, James A. Byrne, Ear! Chudoff, William J. Green, Jr., 
John Phillips, A. Oakley Hunter, John Lesinski, Jr., George D 
O’Brien, Edward P. Boland, Elizabeth Kee, Thaddeus M 
Machrowicz, Cleveland M. Bailey, Thomas P. O'Neill, Roy W 
Wier, Harold D. Donohue, Harley O. Staggers, Thomas J. Lane, 
Philip J. Philbin, John A. Blatnik, Peter F. Mack, Jr., A. 8S. J 
Carnahan, Frank M. Karsten, Don Magnuson, Mrs. John B 
Sullivan, Eugene J. McCarthy, Robert H. Mollohan, Morgan M. 
Moulder, George M. Rhodes, Augustine B. Kelly, Usher L. Burdick, 
Lee Metcalf, Hugh J. Addonizio, Abraham J. Multer, Adam 
Clayton Powell, Jr., James G. Polk, Wayne L. Hays, Michael J 
Kirwan, Michael A. Feighan, Craig Hosmer, Chet Holifield (with 
reservation), Clyde Doyle (with reservation), Sam Yorty (with 
reservation), Cecil R. King, Harry R. Sheppard, Lester Johnson, 
Charles S. Gubser, John F. Shelley (with reservation), Bob Wil 
son, Fred Marshall, Ray Madden. 


Mr. Jenkins. I think in order for you to make a perfect record, you 
should offer your bill as a part of the record at this point. 

Mr. AnGeuu. I will offer the bill, Mr. Chairman. ‘The two bills are 
identical. 

Mr. Jenkins. ‘The report as inserted in the record will include the 
list of names. ‘The bill will be made part of the record. 


(The bill referred to, H. Kk. 2446, follows :) 
{H. R. 2446, 83d Cong., Ist sess. ] 


A BILL (Pay-as-you-go Federal Social Security for all) To provide every adult citizen in 
the United States with equal basic Federal Social Security payments, permitting retire 
ment with benefits at age sixty, and also covering total disability, from whatever cause 
for certain citizens under sixty; to give protection to widows with children; to provide 
an ever-expanding market for goods and services through the payment and distribution 
of such benefits in ratio to the Nation’s steadily increasing ability to produce, with the 
cost of such benefits to be carried by every citizen in proportion to the income privileges 
he enjoys 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Pay-as 
you-go Social Security Act”. 


TITLE I—DEFINITIONS 


Sree. 101. When used in this Act 

(a) The term “gross income” means the gross receipt of the taxpayer received 
as compensation for personal services and the gross receipts of the taxpayer de- 
rived from trade, business, commerce, or the sale of tangible or intangible prop 
erty, and including interest, dividends, discounts, rentals, royalties, fees, com 
missions, bonuses, or prizes or any other emoluments however designated and 
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without any deductions on account of the cost of propert) sold, the cost of 


materials used, labor cost, taxes, royalties, interest or discount paid, or any othe! 


expenses whatsoever ; 

(b) The term “wages” means all remuneration for employment, in luding the 
cash value of all remuneration paid in any medium other than cash; 

(c) The term “Secretary of the Treasury” or “Secretary” means the Secreta! 
of the Treasury of the United States of America ; 


(d) The term “property” means real or personal property and includes stock 
bonds, and choses in action, and includes also any right, interest, equity, ease 
ue il such property or 


ment, appurtenance, or privilege and commercial v 


related thereto; 

(e) The term “persons” or “companies” shall include every in lividual, part 
nership, society, unincorporated association, joint adventure 
executor, administrator, trust estate, decedent's 
or ih a 


al 


yup, joint-stock 


company, corporation, trustee, 
estate, trust, or other entity, whether doing business for themselves 
fiduciary capacity, and whether the individuals are residents or nonresidents of 
the United States and whether the corporation or other associ 
United States or of another jurisdiction ; 


ition is created 
or organized under the laws of the 
(f) The term “United States” when used in geographical sense means all land 


possessions of the United States; and 
(zc) The term “employ ee” includes an officer of a corporatior 








TITLE II—GROSS INCOME TAX 











Sec. 201. In addition to all other excises, duties, or taxes, there shall be 
levied, collected, and paid a tax of 2 per centum of the gross income of all per 
sons or companies derived from at and all sources, except in personal incomes 






there shall be an exemption up to $250 per month, 








RULES AND REGUI 








Sec, 202. The taxes imposed by this title shall be collected | the Bureau of 
Internal Revenue under the direction of the Secretary ¢ he Treasur ind 
shall be paid into the Treasury of the United States as internal-revenue collee 
tions 

Sec, 203. The Secretary of the Treasury may distrain upor ood hat 
tels, or intangibles represented by necotiable evidences of lebtedness of any 
taxpayer delinquent under this title for th mount of all ta penalties and 
interest accrued and unpaid hereunder 

Sy 204. The Secretary of the Treasury shall be empowered to designate the 
manner and place for filing returns and payment of tax and ill provide such 
forms and instructions as may be necessary for the proper administration of this 
Act. 

Sec. 205. The tax shall be computed on 8S Income of all persons 


and companies at the end of each calendar te return filed 





with the Secretary of the Treasury before he calendar month 
‘ ‘ Al Eau 












following the month in which the tax accrues, unle I La due under the 
exemptions as provided in section 201 

Sec. 206. All remittances of taxes imposed by this Act wv made to the 
place designated by the Secretary of the Treasury on or before the 2Uth day of 
the second month after they accrue; such returns shall be fied b he ¢ h< 
the taxpayer if an individual or by oath of an officer or director. if yn 
behalf of a company. If made on behalf of a partnersh p, firm, socie uD 





incorporated association, group, joint adventure, joint-stock company, corpora 
tion, trust estate, decedent’s estate, trust, or other entity any “individual 
delegated by such partnership, firm, society, unincorporated asso¢ iation group 
joint adventure, joint-stock company, corporation, trust estate, decedent 5 estate, 
trust, or other entity shall make the oath on behalf of the taxpayer If for any 
reason it is not practicable for the individual taxpayer to make the oath the 
same may be made by any duly authorized agent, who shall then be held entirely 


responsible for the correctness of such return. 


ASSESSMENTS, AND APPEALS 








COLLECTIONS, 





Sec. 207. If the taxpayer shall make any error in computing the tax assessable 
against him, the Secretary of the Treasury shall correct such error. reassess the 
proper amount of taxes, and notify the taxpayer of his action by mailing to him 
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promptly, bs registered mail, return receipt requested, a copy of the corrected 
assessment, and any additional tax for which such taxpayer may be liable shall 
be paid within ten days after the receipt of such notice 

Sec. 208. If the amount already paid exceeds that which should have been paid 
on the basis of the tax so recomputed, the excess so paid shall be immediately re 
funded to the taxpayer by the Secretary of the Treasury out of the funds col 
lected under this Act. The taxpayer may, at his election, apply an overpayment 
credit to taxes subsequently accruing hereunder, 

Sec, 209. If any person having made the return and paid the tax as provided 
by this Act feels aggrieved by any assessment so made upon him for any 
specified period by the Secretary of the Treasury, lhe may appeal from said 
assessment by filing a petition in the manner provided by section 871 of the In 
ternal Revenue Code. The provisions of chapter 5 of the Internal Revenue Code 
shall be applicable to proceedings with respect to any such petition, except that 
where final judgment is in favor of the taxpayer for the repayment to him in 
whole or in part of taxes paid, the Secretary of the Treasury shall, upon the 
presentation by the taxpayer to him of a certified copy of such final judgment, 
issue his warrant against any funds collected under this Act 

Sec. 210. The Secretary of the Treasury shall enforce the payment of the 
excises, taxes, or duties required by this Act to be paid, and shall promptly de 
posit in the United States Treasury all moneys received by him through or from 
the collection of such excises, taxes, or duties 

Sec. 211. All provisions of law, including penalties, applicable with respect to 

ny tax impesed by section 600 or section SOO of the Revenue Act of 1926, and the 
provisions of section 607 of the Revenue Act of 1934, shall, insofar as applicable 
and not inconsistent with the provisions of this title, be applicable with resnect 
to the taxes imposed by this title 

Sec, 212. All Federal officers or agents making contracts on behalf of the 
United States or its instrumentalities or any political subdivision thereof shall 
withhold payment in the final settlement of any contracts until the receipt of a 
certificate from the Secretary of the Treasury or his duly appointed agent to the 
effect that all taxes levied or accrued under this title ainst such contractor 
have been paid 






EXEMPTIONS 


Sec. 213. The provisions of this title shall not apply to the following: (1) All 
moneys received by individuals or institutions and held in custody or as a 
deposit for others; (2) fraternal benefit societies, orders, or associations 
operating under the lodge system, or for the exclusive benefit of the members 
of the fraternity itself, operating under the lodge system, and providing for the 
payment of death, sick, accident, or other benefits to the members of such societies 
orders, or associations, ando their dependents or beneficiaries: (8) corporations, 
associations, or societies organized and operated exclusively for religious, charit- 
able, scientific, or educational purposes; (4) business leagues, chambers of com 
merce, labor organizations, boards of trade, civic leagues, and other similar 
organizations operated exclusively for the benefit of the community and for the 
promotion of social welfare, and not for commercial trading in any form, 
and from which no profit inures to the benefit of any private stockholder or 
individual; (5) hospitals, infirmaries, and sanatoria, from which no profit inures 
to the benefit of any private stockholder or individual; (6) amounts received 
by any person as a benefit payment so-called or like payments by virtue of Acts 
passed by the Congress of the United States relating thereto and disbursed to 
others as such benefit payment ; but the Secretary of the Treasury may by regula 
tion require any such deductions to be set forth specifically by the taxpayer in his 
return: Provided, however, That exemptions (2) to (6), inclusive, shall apply 
only to the gross income received from nonprofit activities 


PENALTIES 


Sec. 214. It shall be unlawful for any person to refuse to make any returns 
provided for in this title; or to make any false or fraudulent ‘return or false 
statement in any return with intent to defraud the United States, or to evade 
the payment of the tax, or any part thereof, imposed by this title; or for any 
person to aid or abet another in any attempt to evade the payment of the tax, 
or any part thereof, imposed by this title; or for any officer or director of any 
company to make, or permit to be made, or any company, corporation, association 
or other legal entity to make any false return, or any false statement in any re 
turn required by this title, with the intent to evade the payment of any tax 








od 
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hereunder Any person violating any of the provisions of this title shall be guilty 
of a felony, and, upon conviction, shall be fined not more than 30,000, or Dy 
imprisonment not exceeding five years, or by both such fine and imprisonment 
In addition to the foregoing penalties, any person who shall knowingly swear to 


or verify any false or fraudulent return, or any return containing any false 


or fraudulent statement, with the intent aforesaid, shall be guilty of the offense 
of perjury, and, on conviction thereof, shall be punished in the manner prov ded 
by law. Any corporation for which a false return, or a return containing a Taise 
statement, as aforesaid, shall be made, shall be guilty of a felony and shall 
he punished by a fine of not more than $10,000. If the tax imposed under tt 


f +} 


title is not paid when due, there shall be added, as part of the tax, interest at 
rate of one-half of 1 per centum per month from the date the ta became due 
until paid 


SEC “1H. The Federal Insurance Contributions Act is hereby repeate 


ie 


riTLE Il \NNUITIES 


Sec. 301. There is hereby created an account in the Treasury of the United 
States to be Known as the business, employment, and security insurance account 
(hereinafter referred to as the account” ) There are hereb authorized 
to be appropriated annually amounts to be equal to the estimated revenue derived 


under title IL of this Act On the 20th day of the month succeeding the month 
in which this Act is enacted, and on the 20th day of each calendar month there 


after, there shall be credited to the account an amount equal to the amount of 
revenue to be collected under the provisions of such title ndicated by the 
returns filed during the preceding calendar month Sucl ount hall be 


available for making the payments as hereinafter provided. The Secretary o 
Treasury shall submit annually to the Bureau of the udget an estimate of the 
appropriations to be credited to the account 








Sire 502 Amounts estimated by the Secret iry of the Treasury to be necessar 
for monthly expenditures in the administration of this title shall be deducted f 
amounts credited to the account for each month and all funds not so deducted 
shall be prorated and paid monthly to the number of ! tants pe ipita 

QUALIFICATIO 

Sec. 303. Every citizen who is sixty vears of ave o ‘ 1 f 
upplication under oath, as hereinafter provided, be entitled receive an annuit 
payable in monthly installments during the remainder ¢ he life of such perso! 

Sec. 304. Every citizen between the aves of eighteen and sixt who is disabled 
for a period longer than six months, every widow whe a cit en and wh nas 
the care of one or more children under eighteen is of ae sha ipon 
filing application under oath, as hereinafter provided, be entitled to receive an 
annuity payable in monthly inst: nts so long us t capacity for e1 
ployment exists, or so long as they have the care of one o1 ‘ Lre nade 


eighteen vears of age 

Sec. 305. (a) The annuity shall be spent within the confines of the United 
States, its Territories, and possessions 

(b) Each installment of the annuity shall be spent by the annuitar vitl 
thirty days after the time of its receipt 

(c) An annuitant shall not engage in any occupation, busine or other act 
ity from which a profit, wage, or other compensation is realized or attempted, ex 
cept that nothing in this title shall be construed to prohibit an annuitant fr 


collecing interest, rents, or other revenues from his own investments No al 
nuitant shall support an able-bodied person in idleness except a spouse 

(d) Any annuitant may waive all or any part of his right to an annuity under 
this title by filing a notice thereof with the Secretary of the Treasury it 
manner as the Secretary of the Treasury shall prescribe Any such waiver shall 


not affect the right of any person to apply for an annuity at anv time thereafter 
(e) Any sum received by an annuitant which represents the proceeds of a 


sale of any real property acquired through the use of mone received as an 
annuity under this title shall be expended by the annuitant thin six montl 
after the rec eipt of such proceeds of such a sale 

(f) Each annuitant by accepting his annuity hereunder agrees in his appli 
cation for an annuity to comply with all the provisions of this title and all rules 
and regulations prescribed by the Secretary of the Treasury to cart t the 


provisions of this title. 
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REGULATIONS 


Sec. 306. (a) Payments of the amounts due each annuitant under this title 
hall be made at regular monthly intervals in such manner as will provide for 
such payments to be in the hands of each annuitant as near the first day of 
each month as possible. 

(b) The Secretary of the Treasury shall furnish application blanks and other 
necessary forms to the Post Office Department for distribution to persons by 
ocal post offices for the purpose of applying for the benefits of this title. 

Sec. 307. (a) The Secretary of the Treasury is authorized and directed to pre 
scribe such rules and regulations as may be necessary to carry out the provisious 
of this title 

(b) The Secretary of the Treasury is hereby empowered to call upon now 
existing departments or agencies of the United States to aid in the administra 
tion of this title 

(c) The Secretary of the Treasury is also empowered to make adjustments 
with respect to the time in which installments shall be expended in case pay 
ments to any person may have been delayed and there ‘is an accumulation of two 
or more installment 

Sec. 308. The right to receive any payment under this title shall not be trans 
ferable or assignable, at law or in equity, and none of the moneys paid or payable 
or rights existing under this title shall be subject to execution, levy, attachment, 
garnishment, or other legal process, or to the operation of any bankruptcy or in 


PENALTIES 


Sec. 309. Whoever in any application or any payment under this title know- 
ingly or willfully makes any false statement of a material fact, or fails or refuses 
to obey any rule, or regulation, issued by the Secretary of the Treasury under 
this title, or violates any provisions of this title shall be prosecuted by the United 


States attorney in the United States district court in the district in which the 


offense occurred, and, upon conviction, the annuitant shall forfeit each month fo 
the remainder of his life up to one-fourth of the annuity to which he would other 
se be entitled 


TITLE IV—GENERAL PROVISIONS 

Sec. 401. Titles I and II of the Social Security Act, as amended, are hereby 
repeuled. 

Sec. 402. All Acts or parts of Acts in conflict with the provisions of this Act are 
hereby repealed to the extent of such conflict. 

Sec. 408. If any part of this Act is for any reason held to be unconstitutional, 
it shall not affect any other part of this Act. 

Mr. Secrest. In offering the bill we want it clearly understood that 
it is a framework bill. It is a basis upon which to write a social secu- 
rity law covering everyone not now covered or not under the possibil- 
ity of being covered under the present act. 

Mr. Jenkins. I think it would make our record more perfect if you 
would put in your bill. 

Without objection, so ordered. 

(The bill referred to, H. R. 2447, is similar to H. R. 2446 and is not 
included in the record. ) 

Mr. Curtis of Nebraska. Mr. Chairman. 

Mr. Jenkins. Mr. Curtis of Nebraska. 

Mr. Curtis of Nebraska. Mr. Secrest, as 1 understand it, your com- 
plaint against the social-security bill is that, so far as the present aged 
are concerned, there are so many millions left out. Is that correct? 

Mr. Secrest. That is one reason why I am supporting Mr. Eisen 
hower’s proposal to put all the farmers in. 

Mr. Currts of Nebraska. Among the people that have already 
reached 65, there are about 1314 million, is that so? 

Mr. Secrest. Possibly so. 
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Mr. Curtis of Nebraska. Probably close to 4 million are drawing 
benefits under social security, that is under title II’ 

Mr. Secrest. I might say to you that 36 percent of all the income 
of all of the people | in Ohio over 65 years of age, comes from social 
security benefits. 

Mr. Curtis of Nebraska. I think the record will show that there is 
perhaps about 9 million of the aged of the country, al d by aged, | 
mean people over 65 who do not saataneaia in receiving benefits from 
title II. 

Now, there are perhaps about 1.4 million people who are eligible for 
social security benefits in some amount but are still working: but 
around 6 out of 10 of the aged of the country cannot get benefits and 
vill not get benefits if the Reed bill passes. 

And now, that is the situation 18 years after the act was passed. 

I think that one of our basic problems throughout this country has 
Deel that there has heen a lot of misunderstand Yas tO how the SOC] il 
security system operates. 

Individuals have a lot of deductions from their paychecks. The 


pavroll tax has been high and sometimes they have other deductio 1S, 
nd they lose track of just what they are paying directly into the 
ocial-security fund. So, when someone not well erounded in facts 


presents a picture of social security as somet th neg that the indy dual 
buys and pays for, that he puts enough money in there to make a benefit 
for him when he gets ol l, a lot of people accept that philosophy be 
cause, as I say, they have not kept track, they do not know just how 
much went for soc ial secur ity. 

Of course, the facts are that the individual does pay a very small 
part of his own benefit, but in reality we have a system whereby the 
working people of the country and the employers and the self-em 
ployed pay in enough to pay a be nefit to the aged. 

Certainly, the employers of the country, certainly, the individual 
who pays social security for many years and never draws—perhaps 
he dies before he gets to age 65, or perhaps he never retires—as well 
as the consumers of the country wie pay a lot of this should have a 
voice in saying that more of our aged should get a benefit under social 
security. 

There ar e people, hundreds of thousands of them, drawing a benefit 
for which aher paid about $4.50 in taxes. There are more sauaeeds 
of thousands ot people that are drawing the maximum benefit of 
$127.50 for a man and wife on a payment of tax of $81. 

While I have never supported the Townsend bill, I have always felt 
that if our economy must carry the cost of social security program 
and if the productive people of the country are taxed to take care of 
those. who, because of age, can no longer produce for themselves, the 
Congress of the United States has a responsl bility to be equi table and 


‘ust and fair in the distribution of those benefits, that is why I have 
proposed that every aged person of the country Who 1s retired, hall 
vet at least a minimum benefit. 

I realize that there are people also who play upon the misunder 
standing of those who pry for social security. Lhev throw ip their 


hands and sil “This will cost so much.” 
Surely it will. If Sarees ener our promises, it is 
gvoing to cost, but we are expecting o1 r children two decades from now 


tO pay benefit stoallt he aged and aaenien to cao It now. 
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That is all, Mr. Chairman. 

Mr. Jenkins. Are there any other questions, gentlemen 

Mr. Baker. Mr. Chairman. 

Mr. Jenkins. The gentleman from Tennessee, Mr. Baker. 

Mr. Baker. Congressman Angell, in your opening statement you 
stated that this Townsend plan would be financed by a 2-percent tax 
on the gross payroll, and I understood you to say that the first $250 
of any person’s earnings would be exempt ? 

Mr. Ancein. That is gross income, not gross payroll. 

Mr. Baker. The first $250 a month of any individual’s gross income 
from whatever source is exempt from the 2-percent tax ¢ 

Mr. ANGELL. That is correct. 

Mr. Secrest. This proposal could be a universal bill applied to 
everyone, or it could be an adjunct to the present Social Security Act 
in Which you continue to strengthen the present Social Security Act 
and bring everyone under it that you can. 

If you had it plus this bill, when a man reached the retirement age, 
whether 60 or 65, that man would say to himself, “I am not covered 
by social security. I might have worked under it some but I have 
not suflicient under it to draw its benefits. 1 will draw under this act.” 

That would apply to every person in the country if they had never 
been under the Social Security Act or had been under it a part time, 
but not enough to qualify. 

You would have everyone in the country under a retirement system 
and it would be sound, I think, from top to bottom. 

Mr. Mason. Mr. Chairman. 

Mr. Jenkins. Mr. Mason. 

Mr. Mason. Two principal provisions of the ‘Townsend plan as | 
inderstand it, are universal coverage and pay-as-vou-go / 

Mr. ANGELL. That is correct. 

Mr. Mason. Those two principles have been given approval by 
Brookings Institute, one of the most outstanding research groups In 
the country, and have also been given the full approval of the United 
States Chamber of Commerce. 

Those two are the principal things: Pay as you LO and universal 
coverage, 

Now, the Brookings Institute made this comment on the present 
social security program that is now in effect. They have said, “It 
Is a program by which we the present veneration do the promisi! v 
and they, the future generation, shall do the paying,” and that is 
exactly what it is. 

That quotation is a clear-cut prese ntation of what the present u 
sound, unsatisfactory, inequitable social sec urity program. provides. 

For that reason I hs ave oppose | these extensions : and I have felt this 
way foralong time. In 1950) when we had an amendment to the Social 
Security Act, I said then, that our Social Security Act was unfai 
and unsound and that the Townsend plan was more equitable, was 
more fair, Was more easily administered, and would be cheaper in the 
long run be« ause it Is based upon a pay as-VOu-2Zo basis, and for that 
reason, | am opposed to the present bill before this committee and 
shall, unless it is amended considerably, vote against it. 

I am partly persuaded by the bill that my colleague here, Carl Cu 
has introduced because it goes a little further toward putting into 


/ 
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effect the Townsend plan in that it blankets in all old-age people that 
are now retired, regi ardle ss of whether the \ paid In or not. 

That feature, I think, is much better in his bill and is much closet 
to the Townsend plan than the present bill under consideration. 

Mr. Secrest. | think it would be well to pont out that a misconcep 
tion exists Ina good many people's minds with respect to the ‘Townsend 
plan. It may be that the original bill introduced in Congress pro 
vided a flat guaranteed pension. Lam not positive on that, but I know 
that the second bill introduced back in 1955 or possible even earliel 
than that, never guaranteed any $200 a month to anyone in the country 
It never guaranteed any amount. 

It merely levied a tax and said “all those who are eligible will eet 
their share of whatever that tax brings, 3 months later when it is 
distributed.” 

Mr. Jenkins. Are there any further questions ? 

The gentleman from Wisconsin, Mr. Byrnes, will inquire. 

Mr. Byrnes. As to this tax that you have set forth in the bill, how 
much do you anticipate that would yield a month? 

Mr. Secrest. On the basis of the 1953 national income it would prob 
ably vield from $110 to $130 a month for each eligible individual. 

I want to qualify that a little bit. I assume that if you seriously 
started to draft this bill that there would be some exemptions and that 
that $250 might be lowered. 

I do not know whether that would be the amount that would remain. 

Mr. Byrnes. I am talking in terms of this bill. 

Mr. Secrest. If this bill were as it is, that would be the amount. 

Mr. Byrnes. You estimate that it would pay about $130 a month to 
the eligibles ? 

Mr. Secrest. That would be what we would figure. 

Mr. Byrnes. Do you contemplate that this would be on top of the 
present social security system ? 

Mr. Secrest. It could be a substitute for it, but I do not think as a 
matter of practicality that the present social-security law is going to 
be repealed. There is a trust fund built up there of $18 billion in 
which a lot of people have an interest, and I would look upon this as 
a substitute or supplement for all those people who did not qualify 
under social security. 

I think that about 90 million have worked under social security and 
only about 39 million have coverage. The others have no coverage. 

Mr. Byrnes. You would contemplate continuing the social-security 
tax, the tax on payrolls? 

Mr. Secrest. I think it will be continued without any doubt and I 
would strengthen and expand and increase the benefits of the present 
social security system and use this 100 percent for all people in the 
country who could not qualify for retirement when thes reached the 
age of 65. That is my personal opinion. 

Mr. Byrnes. Now, would you permit those persons W ho are draw 
Ing social security benefits to also receive this $130 a month / 

Mr. SSECREST. No, | would not Just the lithe rence 

Mr. Byrnes. That would reduce then eventually the mumber of 
people who would be receiving this parti tlar benefit to a conipara 


tively small number, would it not 7 
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Mr. Secrest. The committee could use funds raised through this 
source to supplement the present social-security law. If a person 
retired at $50 under social security and this would give $100, you 
could give the man a difference between his $50 social security and the 
maximum under this bill. 

Then you would have a standard amount that would go to each 
retired older person. It is being done now with the miners’ pension 
and all other pensions. 

(s we raise social security, it is deducted from their $100-a-month 
pension, generally spe aking, in steel, automobiles, in all private retire 
ment systems which are tremendous. I understand that the trust 
funds in private retirement systenis today are more than the $1 
billion trust fund in social security. 

Mr. Ancett,. Mr. Chairman, in furtherance of the Congressman’s 
question, my understanding is that the theory of this bill 1f adopted 
will eventually replace the social-security program. The Federal 
Government is not going to provide two social-security programs for 
the same individual. 

Mr. Byrnes. That is what I wanted to get straight in my mind 
We talk about extending social security and making it a universal 
coverage system. Where does this plan fit into that scheme? 

Mr. ANGELL. You are doing that step by step. 

Mr. Byrnes. Do you substitute this for the social security system 
or put it on top of it ¢ 

Mr. Aneeii. This eventually would supplant the present system. 
That is, the 2 would merge and there would be only 1 system which 
would cover everyone. 

Mr. Byrnes. What do you mean by eventually / 

Mr. Anceti. It would take a number of years perh: ie to switch 
it over. It would depend upon the legislation enacted | ry the Con 
gress, of course. ertainly, the Federal Government is not going to 
provide two retirement systems and allow a person to participate 11 
both of them after this plan is adopted. 

Mr. Secrest. We provide two now, paying social security to those 
who retire under the social-security system and old-age assistance 
benefits to others. 

Mr. ANGELL. I want to make clear that the rights of those who paid 
contributions under social security would not be jeopardized in any 
respect, Their equities woul | be prese orved. 

Mr. Byrnes. If this bill were adopted, do you suggest as part of 
it, the repeal of the present social-security taxes, the tax on the self- 
employed, the tax on the employer and employee / 

Mr. Anceiy. I think that would be the ultimate result, certainly. 

Mr. Byrnes. Would you do it eventually or would you do it at the 
same time? 

Mr. Ancetv. I would do it at the time it goes into effect. 

Mr. Byrnes. So that you would not have the 2 taxes, the 2 percent 
tax and the emplover-employee and the self-employed social-security 
tax ¢ 

Mr. AnGeti. That is correct. 

Mr. Secresr. If this is used as a supplement for all those people 
not under social security, you would not reduce it because then the 
present social-security tax would be for all those who could qualify 
under social security. 
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The 2 percent gross income tax would be for all those persons who 
never could qualify to come under the social-security retirement 
system. 

I might state that the Townsend group—and I think Dr. Townsend 
would so testify—would use this as a¢ omplete substitute for the whole 
social-security system ; just repea| the present law and put this in its 
place; but as a practical matter I do not think you can re pei al the pres 
ent law because there is over $18 billion in that trust fund and so many 
people have an interest in it that they are not going to hold still whil 
you repeal that law. 

I think that as a matter of practicality it will not be repealed. 

Mr. Byrnes. I share your view. I do not think that we can repeal 
social security. 

Mr. Secrest. If it will not be repealed, this is an ideal supplement 
to it to cover everyone in the country who is not under it and cannot 
qualify to get under it. 

I do not care how far you extend social security. There will be peo 
ple in the country who never worked for wages, and you have no way 
to get the tax from them. This will cover many millions of people 
With all of our social security, we have only 90 million people who 
have ever been under it for 1 day. 


Mr. ByRNEs. This is going to be supplemented LOO, I have difficulty 
In seeing exactly how you are going to segregate it. 
Mr. Secrest. I do not see how that is going to be much of a problem 


because every private pension system in the country has already in 
tegrated its private pension system with the social secu ILyV, with no 
exception. 

Mr. Byrnes. Through a tax / 

Mr. Secrest. To tax a ton of coal 40 cents a ton to get the miners’ 
pension to get. the social security. Here you tax 2 percent to get 
money on gross income. It is just the same. 

The consumer pays for it all in the end. We know that. 


Mr. Byrnes. You are going to pay both benefits. This, as I under 
stood, would not be added on top of the benefits received by persons 
elgible under old-age and survivors’ insurance. You pay for the 


purpose of paying those who are not eligible, or, as you said, maybe 
those who are only getting $50 under the old-age and survivors’ 
insurance ¢ 

It is those problems that I think are extremely difheult in this 
program. 

Mr. Secrest. In my opinion, | would say that if we could have 
started in 1937 with this proposal LOU percent, we would have the 
whole problem of old-age security solved in a simple, economical way. 

We did not start and now we have another system with $18 billion 
in it, and, as a practical matter, I do not think it is going to be 
repealed. 

It it is not going to be repea led, what can we do about the other 
millions who can never ™ _ under social security or get an old-age 
pension because they are in dire poverty, or who live on a very sub 
standard sti andard of livine because they Cahhot qual fy rol old age 
pension ¢ 

This proposal would take care of all those millions tl at you can 
never take care of under the existing law. 

Mr. JENKINs. Are there any further questions‘ 
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Mr. Knox. Mr. Chairman. 

Mr. Jenkins. The gentleman from Michigan. 

Mr. Knox. Mr. Secrest, I noted a moment ago that you made the 
statement about the ultimate consumer eventually paying the tax. I 
cannot agree with you 100 percent on that question. It is true, pos 
sibly, as far as the manufacturer is concerned when he puts his 
] roduct on the market. Did you even stop to consider the plight of 
the farmer who possibly does a $20,000 gross business but who has no 
net income left at the end of the year, and he, under the terms of your 
bill under title ra. would be subject to a tax of S400, 2 percent on 
SYO OOO ¢ 

Mr. Secrest. There are not very many farmers in my district who 
make $20,000 gross by a long way. There are very few in the country 
in percentage. 

Mr. Knox. That may be true. I think that the percentage possibly 
is smaller than of the ones who make less than that. However, it is 
a problem to determine as to whether or not you can pass on this tax. 

In some instances it is true, but as the farmer takes his produc e to 
market. he asks the merchant, “What are you paying today?” It is 
something that he cannot take back to his farm unless it is something 
that he can store. 

If it is a perishable product, he must put it on the market at that 
particular period. Is that not true? 

Mr. Secrest. That is true; but every time a farmer buys a tractor, 
in the price of that tractor is not only the tax that the manufacturer 
paid for social security but the tax that the wage earner paid for 
social security because wages, complete with the tax, are figured in 
the cost of the tractor. So the farmer pays for every social-security 
benefit in the country in everything he buys because the tax is part 
of the cost of his fence, his wire and paint, and everything he buys. 

Mr. Knox. I agree with you 100 percent on that factor. 

I am speaking about the farm produce that the farmer produces. 

Mr. Secrest. The farmer is not in the position to add to his dozen 
eggs, his social-security tax. But, since he is paying the social-se- 
curity tax for exeryone else, he ought to be brought under it and get 
the benefit when he reaches 65. 

Mr. Knox. I will agree with you that he certainly should be cov- 
ered the same as other people are covered, but I thought it well that 
we bring that particular question out into the open. 

Three or four days ago, we had Mrs. Hobby and her staff before 
us and I asked that they produce figures to this committee as to what 
the costs would be to cover those who are now 65 years of age or older 
and have no social-security retirement, as to what it would cost the 
general fund of the Government to provide the necessary social se- 
curity for them. 

They immediately told me it was in the amount of $214 billion a 
year that it would cost. 

I asked that they also a nish the figures to the committee as to just 

what portion of that $ billion could be charged directly to the so- 
cial-security fund, and . what our obligations would be as far as 
the general fund was concerned in order to bring about some social- 
security benefits to those who now are deprived of participating under 
the fund. 
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They have not furnished the figures to us as yet, but [ am rathe 
disturbed to think that we are going to tax people who possibly at 
the end of the calendar year, when it comes time to pay the tax, will 
find themselves with no net income but subject to the tax and who 
were unable to pass on in the product of which they have sold on the 
market, which affects their gross income. 

Mr. Secrest. Farmers would have less opportunity than the manu 
facturers. 

Mr. Knox. That is the group of people that I had in mind, as to 
their inability to add on that tax that they must pay to that particular 
commodity when they put it on the market. 

Mr. Secrest. The fact that they have no net income when the year 
is done is all the more reason that they should be placed on a social 
security Sy stem so that, when they vet ready to retire, they would have 
some money on which to retire. 

Mr. Knox. Nevertheless, I do not think that we are a group of peo 
ple who have been elected to the legislative body to legislate a ybody 
out of business. 

Mr. Secrest. I agree with that. 

Mr. Knox. That is all. 

Mr. Secrest. I think this theory is sound and I hope that at least 
as a supplement this committee will consider it. 

Mr. Jenkins. We thank you very much for your appearance, gen 
tlemen. 

Without objection, the testimony of Congressman Gubse1 may be in 
serted in the record at this time. 

Mr. Gubser finds himself unable to be present. 

(The statement referred to follows:) 


STATEMENT OF THE HONORABLE CHARLES S. GURBSER, MEMBER OF CoO 
DistricT, CALIFORNIA 


NGRESS LOUTH 


Mr. Chairman, for some 20 years, the draft for an old-age security system 
known as the Townsend plan has lain pending. It has been discussed from coast 
to coast, and has, indeed, become a household word among those interested in 
security for our senior citizens. Yet, this draft has never had the opportunity 
to be debated on the floor of the House of Representatives 

Irrespective of the relative merits of the plan’s various features, I do not be 
lieve that any proposed legislation having the support of so wide a segment of 
our population should be allowed to remain bottled up indefinitely As repre 
sentatives of the people, we have the duty to bring this measure to the floor in 
order to have an open debate on it, and to dispose of if, either affirmatively or 
negatively, whatever the majority of those voting may decide 

I, therefore, urge the committee to report the bill to the House in order 
end the unfair deadlock, and to obtain a clear vote pro or contra by the members 
of the House. 


Mr. Jenxins. The next witness is Dr. Townsend. 
Dr. Townsend, will you please come forward ? 
Dr. Townsend, you may proceed. 


STATEMENT OF DR. FRANCIS E. TOWNSEND, PRESIDENT, THE 
TOWNSEND PLAN FOR NATIONAL INSURANCE 


Dr. Townsenp. Thank you, Mr. Chairman. 

Mr. Chairman, and gentlemen of the committee, Tam going to ask 
your indulgence. I hate to read my testimony but I find that unless 
I do I leave out some essential points and it is to avert that world- 
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shaking calamity that I ask your indulgence while I read my 
testimony. 

Ever since it became apparent a few years back that the proportion 
of aged members of the population was growing beyond all expecta 
tions, there has been no end of conferences and studies on so-called 
problems of aging. ATI this has been a wearisome waste of time. 

For the aged—I speak in the terms of the majority—the aged hav: 
only one problem that distinguishes them from their fellow Ameri 
eans. This is lack of money. And the solution for this problem re 
quires no great mental exertion. It is to give them more money. 
Since this committee is studying revision of the social-security law, 
I take it that I have come to the right place to urge adoption of this 
solution. 

The present Social Security Act is a monstrous thing. It fails 
to provide the aged beneficiary with income sufficient for the bare 
necessities of life. Yet at the same time, through its $75 earnings 
clause, it limits what he may do to help himself without loss of what 
meager benefits he receives. 

During the war and postwar years of prosperity when jobs were 
plentiful, the aged recipient of social insurance was like the hungry 
and thirsty Tantalus of mythology standing in a pool of water with 
branches laden with luscious fruits overhead; but let him reach for 
the fruits and they retreated beyond his reach or let him bend to 
drink and the water receded. 

The Social Security Act is the first time in United States history 
that poverty has been ordained for a group of citizens by act of 
Congress. 

Even the confused defenders of social security do not pretend now 
that it provides its aged beneficiaries with adequate retirement income. 

As inflation revealed the glaring inadequacies of the law, their 
defense became that it had never been intended to supply more than 
supplemental income. 

Supple mental to what? 

This presupposes ability to save a minimum, let us say, of $12,000, 
which is approximately the sum required for purchase from an in- 
surance company of a modest annuity paying about $75 a month. 
The average worker seldom can save so much for the single purpose 
of retirement. 

Illnesses, unemployment, bringing up children, all eat into what 
savings he can manage. Old age is a risk he must accept if voluntary 
savings are to be the foundation of his retirement income with only 
supplemental benefits from social security. 

There is another aspect to saving for old age, for illness, or other 
emergency which I think should be given some thought by this 
committee. 

Thrift continues to be preached as a virtue while actually its wide- 
spread practice would be a disastrous blow to the American economy. 
For this is a spendthrift economy. It can be kept running at a full 
employment rate only if the American people spend freely and fear 
lessly not only for necessities but for luxuries as well. 

This point appears to escape businessmen, in Government and out, 
who are prone to consider social insurance as creeping socialism. 
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They fail to understand that business can prosper only if people feel 
free to spend their money instead of hoarding it. 

Of course, not all businessmen are so confused in their economic 
thinking as some of those who have found their way into high posi 
tions here in Washington under the present administration. 

For example, a Sears, Roebuck executive, Mr. 'T .V. Houser, recently 
acknowledged that retirement and health-insurance programs are good 
for business. He made two points in their favor. They are a means 
of retaining people as consumers after they have retired from em 
ployment. And during theic working days, knowledge that they are 
protected against the risks of illness and old age will induce them to 
spend money that they otherwise might feel impelled to hoard. 

And free spenders are what this economy needs. Money must 
circulate fast and in large volume if our huge productive capacity 
is to be kept employed. 

Congress should discard the notion that the social security system 
should provide only “supplemental” benefits and adopt House bill 
2446 which would provide full security in old age as well as interim 
protection against crippling disability and child-encumbered widow 
hood. 

A great many people seem to believe that private industrial pen 
sion plans coupled with small social-security protection are the a 
swer to security in old age. 

Any severe business recession will bring sad disillusionment 

These private retirement programs will come tumbling down 
rotting apples when a windstorm shakes the trees. 

Observe what is happening now to the ambitious welfare program 
of the coal industry. I read in the papers that benefits to miners are 
being slashed right and left as the coal industry suffers its private 
depression. 

Some insist that our economy cannot afford to pay the sums which 
old people would receive under the Townsend plan. This is nonsense 

We can afford what we choose to afford. We can afford war. We 
ean afford to subsidize allies all over the world. We can afford to 
provide our elderly citizens a decent old age. By spending during the 
war and afterward on a scale some gloomy prophets said spelled 
bankruptcy, this Nation achieved prosperity and a standard of living 
it had not dreamed possible. 

At least the working section of the population achieved prosperity. 
not the old people whose working days were done. They were 
shouldered aside in the rush to easy money. It has been a disgrace 
ful spectacle, this neglect of old people who served the Nation well 
when they were able and deserved well of it in their later years. 

Under the present law, the average payment to an aged individual 
is approximately the same under both old-age and survivors insurance 
and old-age assistance. It is $50 a month in round figures 

The Department of Labor. I believe. estimates that about $1.200 a 
year is the amount an individual needs for a minimum standard of 
living today. Our social-security system thus provides the average 
beneficiary: precisely enough to keep him half alive. 

Congress takes a more realistic view of its own pension needs, I have 
observed, and likewise the needs of several other groups of Americans. 
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The Social Security Bulletin for February contains a table of com 
parative benefits paid under pension systems administered by the 
Federal Government. The table shows that in June 1953: 

Retired C1\ i] ser ice Wwol ke rs rece ‘ved average benefits of S115. 

Spanish-American War veterans received $100.59. 

Workers retired under the railroad-retirement system received 
average of $95.71. 

Beneficiaries of old-age and survivors insurance received average 
primary benefits of $50.42, while recipients of old-age assistance aver 
aged $48.72 

Thus under 5 programs for old-age support, 5 different answers 
were provided to the question of needs and these answers varied from 
$48 to $115 a month. Some answers obviously are wrong. 

It makes no sense whatever to Say that retired civil-service workers 
need an average of $115 a month while old people on old-age assist 
ance need only $48. It is asserted, I know, that civil-service retire 
ment is a contributory system and is not based on need at all. This 
is nonsense, as is shown by the many studies and debates in Congress 
on the civil-service retirement system. 

Every move to increase payments has been based on the fact that 
needs of retired civil-service workers have risen because of higher 
living costs. 

Since the average civil-service worker when retired receives some 
what more than twice as much as old-age insurance and old-age as 
sistance beneficiaries, Congress must assume that the retired civil 
servant has twice as big an appetite, needs twice as many rooms to live 
in and so on. 

Federal old-age support programs are a tangle of contradictions. A 
great opportunity is within the grasp of this committee. It can clean 
up the biggest mess in Washington in my experience—the present so 
cial security system. This committee had a $100,000 study made of 
social security. I hope it learned something from the voluminous 
record compiled in 6 months of examination of the system. 

It seems, though, a long and costly way to arrive at an obvious con 
clusion: 

The social security we have today doesn’t provide security. After 
18 years in operation, it pays an average benefit of $50 a month. 

The paucity of payments is due in part, of course, to the reserve 
fund feature under which part of social security taxes are converted 
into national debt instead of being used to increase current benefits. 

The reserve fund is the sacred cow of defenders of the system. They 
ee to be outraged at any suggestion that the reserve fund concept 

abandoned in favor of pay-as-you-go, They imply that it is a guar 
inty that workers of today will receive their old age pensions tomor 
row. It is no such guaranty. 

I am confident that today *s social security taxpayers will receive 
pensions when they arrive at retirement age, but not because of the | 
S18 billion or $50 billion or $300 billion worth of Government debt 
na spurious reserve fund. 

They'll get their pensions because the idea of social security is here 
to stay, the people want it and Congress with its usual political wis- 
dom will give the people what they want. 

All the tax money collected from the workers of tod: ay could just as 
well be distributed among the present generation of old people and 


| 








SOCIAL SECURITY ACT AMENDMENTS OF 1954 349 


the Cc ‘hildre hh of today’s worke I's would proy ide their elders im the same 
sensible pay-as-you-go manner. 

Defenders of the reserve fund are violently opposed to universal 
pay-as-you-go pe nsions on the grounds that some millions of old peo 
ple who thus would receive old-age insurance benefits have contributed 
nothing to the system. Well, no one ever invited them to. 

Congress failed to issue them the invitation to buy the bargain 
counter annuities made available to younger people. 

It is rather narrowly prescribed, to start with, which Americans 
should belong to the social security system and which should not. 

Of course, the millions of Americans excluded from old-age insur 
ance simply because they were born too soon or choose the w rong occu 
pations have old-age assistance to fall back on. 

By submitting to a degrading means test, taking a pauper’s oath, 
being subjected to a heartless invasion of their privacy, they may 
qualify for sums averaging about $26 a month in certain States which 
seem to be just about on the threshold of the Elizabethan era in matters 
of social enlightenment. 

To individuals who continue to resist the logic of pay-as-you-go 
universal pensions, I would like to offer the following comparisons : 

Under the present system, the person employed in a covered occu 
pation pays $72 a year in social security taxes if he earns as much as 
$300 a month. In return he may receive a maximum pe nsion of $85 
a month at 65 and if he is married and his wife is also over 65. to 
gether they may receive $127.50 a month. 

Under the Townsend plan, this worker would pay a tax of $12 a 
year (the first $250 of monthly earnings being exempt from the pro 
posed 2 2 percent gross income tax). In return he would receive at age 
60 a pension which in 1952 would have averaged about $128.40 a 
month and if his wife were also 60 she would receive a like amount 
whether or not she had been engaged in gainful occupation. 

The couple, therefore, would have a combined income of more than 
$256.80 a month at one-sixth the tax cost of the $127.50 a month com- 
bined benefit possible under the present system of old-age and sur 
vivors insur: mce, 

This actually does not tell the whole story. For social security 
taxes are scheduled to rise to an eventual maximum of 314 percent, 
making the smaller pension available to the average wage earner eve! 
more disproportionately expensive than the adequate pension whic! 
the Townsend plan would provide. 

Moreover, prior to age 60, the worker would be continuously in- 
sured against crippling disability and his wife against widowhood 
with dependent children. 

It was some 20 years ago as a comparative ” young man of 65 that 
I first set myself the task of trying to win Coneress to adoption ot a 
sound program of social security. 

In my maturity I have sometimes wondered if I was not a victim of 
the inevitable optimism ot youth in cher ishing th: ut hope. However, | 
am reassured by one conviction. 

If Congress does not voluntarily make adequate provisions for old 
age, the rapidly growing army of old people will eventually discoven 
their political power and force such action on their Congress. 

Analyzing the rising political strength of older Americans, a maga 
zine writer recently inquired : 

45622 54 — 36 
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‘To what indignities of age or age discrimination do they feel they 
are obliged to submit ?” 

We are moving rapidly toward the answer, gentlemen: “None.” 

Thank you. 

Mr. Jenkins. Dr. Townsend, we are glad to have you here and 
glad to have your statement. I remember very well when vou made 
your first appearance before this committee about 20 years ago, and 
I am glad to find that you find it easier to come before the committee 
now than you did at that time. 

Mr. Townsenp. Circumstances are driving us in that direction. 
The wonderful ability of this country to produce is posing a problem 
for the Congress to consider, that must be met immediately. We are 
piling surpluses that cannot be sold in this country. The only way we 
are going to continue our productiveness in this country is to make 
every American citizen an important buyer, an important consumer of 
woods. 

Mr. Jenkins. Are there any questions, gentlemen / 

Mr. Kine. I would like to inquire. 

Mr. Jenkins. The gentleman from California is recognized. 

Mr. King. I think it would be more aptly put that this is an ob- 
servation, Dr. Townsend. It might be inte resting for you to know that 
several years ago while this committee was sitting on another matter 
dealing with annuities and pensions that one of the most distinguished 
members that ever held membership in this committee, the former 
chairman of the committee, Mr. Robert Doughton, who incidentally 
was not a firm advocate of the Townsend proposals—in the presence 
of the entire committee did say that the more he saw of the operations 
and difficulties and complexities of the social-security program, the 
more he was bending toward the proposals advocated by yourself and 
your organization, 

Mr. ‘Townsenp. I am glad to know that he could bend. 

Mr. Kine. I think that quite a number of other members of the 
committee, including myself, are gradually coming around to the feel 
ing that it should perhaps have been a program somewhat as you origi 
nally advocated, that the Congress adopt, rather than the one that we 
now have. 

Certainly, the present social-security program will have to be much 
simplified and worked on as the ones covered grow in numbers, and 
I for one, believe that to a great extent they will have to lean in the 
direction of the suggestions made by Congressman Angell and others, 
who have advocated this for many years. 

That is all, Mr. Chairman. 

Mr. Jenkins. Are there any other questions ? 

If not, Dr. Townsend, we appreciate your presence and are really 
glad to have you here. 

Mr. Townsenn. Thank you, sir. 

Mr. JENKINS. The next witness is Mr. John Doyle Elliott, eco 
nomic consultant of the Townsend plan. 

Mr. Exxiorr. Mr. Jenkins, we had planned to have Robert Towns- 
end follow on the statistical analysis to wind it up. 

Mr. Jenkins. Mr. Robert Townsend, will you please come ferward ? 
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STATEMENT OF ROBERT C. TOWNSEND, TREASURER OF THE 
TOWNSEND PLAN FOR NATIONAL INSURANCE 


Mr. "TOWNSEND. Mr. Chairman and members of the committee, the 
Townsend plan contained in the duplicate House bills 2446 and 2447 
would specifically repeal titles 1 and 2 of the Social Security Act and 
would make unnecessary present Federal grants to the States for aid 
to the blind and the permanently and totally disabled. 

Under the ‘Townsend plan, a monthly pension would be paid to the 
following: 

Every citizen 60 years of age o1 older who retires from paid employ 
ment. 

Every citizen of 18 to 60 who for a period of at least 6 months 
unable to work because of physical disability. 

Every citizen who is a widow with 1 or more children under 1s 
dependent on her for support. 

Persons in these three « -ategvories would not be subjected to a means 
test to establish their need of the pension. It would be paid them upon 
filing of a sworn application that they were qualified by reason of age, 
clisa ibility, or depe nde ne y. Be ne ficls ries woul | receive equal pe hsions. 

Money for pensions would be raised by a 2-percent tax on gross re 
ceipts of all businesses and on gross personal income above $250 a 
month. Tax receipts would be pooled, costs of administering the 
pension system would be deducted and the balance would be divided 
equally among all pensioners. Each would be required to spend his 
entire monthly pension within 30 days of receipt in order to remai 
eligible for next month’s payment. 

It is apparent that the amount of the monthly payment would 


vary from month to month, rising and falling with the gross income 
of business and individuals. We estimate that in 1952 the monthly 
payment would have averaged $128.40, varying from a low of $110.67 
in the month of August, to a high of $165.81 in December. 

Detailed information on the calculation of the tax base and monthly 
pension payments derived " ee will be supplied I the committe 
by our economic consultant 1 Doyle Elliott, in a separate state 
ment to follow. It is my Boba ion to describe the concepts behind 


the various provisions of the Townsend plan and its philos ophy. 


Belief persists in some quarters that the Townsend plan was ci 


signed as a supergiveaway program for the aged. This is not the 
case. Certainly, the Townsend plan would pay substantially larg 


benefits than the present social-security system or other proposed 
substitutes for that system. But much as we have the welfare of the 
aged at heart, our plan is not intended solely as a solution to their 
problems of aetly. 

Our major purpose is to create and maintain the high level of 
purchasing power which the rising productivity of our economy 
requires, The goal, therefore, is not security alone for aged, dis 
abled, or widowed Americans: it is security for all Americans, se 
curity in employment during their working years, security in retire 
ment when they are no longer needed in industry. 

As matters now stand, the person who retires from employment 
faces so sharp a drop in income that he becomes for practical pul 
poses a lost customer for industry. Multiply him by the millions 
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and the loss becomes monumental. It is not compensated for by en 
trance of young people Into employment at the bottom of the w: ive 
scale. 

There has been much theorizing over the future of the American 
economy in the light of postwar developments which place our free 
enterprise system in competition with State ownership and control 
of production. Today we are confronted with a condition, not a 
theory. 

The condition is the gap between the capacity of American indust ry 
to produce and the ability of American consumers to buy. That pro 
duction has outrun consumption has become clear. The fact was 
concealed for a while. Through defense expenditures, the Govern 
ment was such a heavy consumer of the output of industry that basic 
industries such as steel were kept fully employed in filling the com 
Lined demands of military and civ ilian customers. As defense spend 
Ing declines, the truth becomes apparent, There is not now sufficient 
civilian purchasing power to keep American industry running full 
tilt. War demands increased our industry to giant proportions. The 
@iant in a sense can fill civilian dema ids with one hand tied behind 
him. He is loafing along now at a much reduced pace. A sharp in 
crease in consumer purchasing power is needed if we are to return 
to previous conditions of full employment and capacity use of in 
dustrial facilities. 

You gentlemen of the Ways and Means Committee are dealing here 
in these social-security hearings not only with a humanitarian prob 
lem; you are dealing as well with a very pr actical problem. There is 
an overwhe Imingly strong case for increasing old-age benefits simply 
because the aged need more income. There is an equally powerful 
argument for adeauate old-age benefits as a direct means of supplying 
the economy with its very striking lack of sufficient purchasing power. 
What is good for the old folks is good for the Nation. 

Recently staff experts of the Joint Committee on me - conomic Re 
port surveyed economic prospects for the next year or so. Their con 
clusion was that there is not enough demand in sight in ihe economy. 
to keep the labor force fully emp loved. Actually, these experts did 
not make their diagnosis on the basis of full employment, in the 
sense that every last person wanting a job could find one. They set 
tled for the employment situation of January when about 21% million 
persons were jobless, according to Government figures. They al 
lowed for seasonal drops in the working force. They calculated the 
output of goods and services possible with January employment. 
They took into account the prospect of continuing increases in pro 
a pl per man-hour of labor through new machinery and indus 

al methods. 

The widely accepted estimate is a 214 percent rise in produc ‘tivity 
per year. The committee staff also allowed for the normal addition 
of 600,000 new workers each year to the labor force. They arrived at 
a conclusion that with employment at the January level, output of 
goods and services for the fiscal year beginning July 1 will about 


$373 billion. Then they estimated demand—how much of the $373 
hillion output the people, business, and government would be in the 
market for. They arrived at a maximum of $360 billion as a fair esti 
mate of overall demand. Thus the prospect according to this survey 
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is a $15 billion gap between supply and demand and 5 million or more 
unemployed by next year. The gap will not be closed by wishful 
thinking. 

It. will not be closed by supersalesmanship, which some businessm 
profess to see as the answer to today’s buyer’s market. True con 
a might be induced to return to their Korean wat practice of 
spending 95 cents of each dollar of disposable income rather than the 
9214 cents they are now spending. They might be » persuaded to take 
a more carefree attitude toward installment debt, and thus provide 
temporary stimulus to the economy. But as we learned in 1999, the 
higher consumer debt paramids, the harder it falls when the day of 
reckoning arrives. 

It would be tragic to place our hopes of preayers) on such an un 
stal ble base, The only sound ap proac h Is TO seare h for a means of 
providing a sustained increase in real purchasing power to match the 
ever-rising productivity of American industry. The alternative to 
raising purchasing power is to curb production—in other words, to 
abandon free enterprise in tavor of Government regimentation of 
industry. 

All of us here flatly reject this approach to solution of the problem 
which confronts us. The only acceptable solution is to raise purcha 
ing power. In the Townse nd plan, we have the means to accomplish 
this while retaining free enterprise and at the same time fulfilling our 
obligations toward the aged and others, who through no fault of thei 
own are denied a just share of their Nation’s staggering productivity. 

We estimate that there are 18 million Americans who would draw 
benefits under the Townsend plan, receiving from 214 to 3 billion 
dollars a month, all of which would necessarily be put back into 
circulation by them within 30 days. 

Concepts of the Townsend plan can be summarized as pensions as a 
matter of right, pay-as-you-go pensions, variable pensions. 

First, pensions as a matter of right. The Pewndind organization 
has consistently criticized the present social-security law for its segre- 
gation of old people into “haves” and “have nots.” There are the 
favored persons to whom old-age and survivors insurance coverage is 
granted ; there are the equally worthy citizens who were denied cover- 
age. We have with us today the shameful spectacle of some 5 or 6 mil 
lion old people left to w ither on the ill-nourished vine of old-age assist 
ance. Social-security officials say that this problem will gradually 
solve itself, as indeed it may, through deaths of the members of this 
neglected generation of old people. This is hardly a happy solution 
for them or for us. 

The Townsend plan rejects such degrading devices as the needs test 
It rejects discrimination among old people or disqualification for bene 
fits on legal technicalities. We all are familiar, I believe, with inci 
dents wherein people arriving at retirement age have learned too late 
that they cannot receive the full benefits they earned due to some 


technical flaw in their earnings records. The report of this con 
mittee’s Subcommittee on Social Security is replete with such 


incidents. 

We have consistently argued for universal coverage for all Ame 
icans under one nondiscriminatory pension plan. We are gratified to 
see that the times are catchig up Ww ith us, as demostrated by numerous 
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current proposals for greatly extended coverage under old-age and 
survivors Imsurance. 

Pay as-you-go pensions. Under the present S\ ste of paying oul 
less in benefits than is received in taxes, the social-security administra 
tion has accumulated a so-called reserve fund of about S18 billion 
(side from a comparatively minor cash reserve, this fund is in Govern 
ment securities. This transfer of soclal-security tax money to Federa 
bonds has frequently been compared to the investment of premiums by 
private insurance companies. ; 

The analogy is completely false. To make it valid, a private in 
surance company would have to follow a procedure that roughly 
would go like this: It would appropriate premiums paid by its policy 
holders spending them for whatever purposes it saw fit. In place of 
the ap ypropriated | yremiums it would issue interest-bearing [ OW 
When interest payments fell due, it would pass the hat among noliey \ 
holders to raise the amount needed to pay the interest on the money 
it had borrowed from them. When it became necessary to draw on 
this fantastic reserve fund composed of its own I O U’s, the company 
would again pass the hat among policyholders in order t to raise the 
money to repay what it had borrowed from them. 

This, in substance, is what our Government is doing. It uses sw 
plus social-security tax receipts for general purposes. It deposits 
in the fund its interest-bearing I O U’s, the interest of course being 
paid by taxpayers, inc mene future be celal iaries of old-age and sur 
vivors insurance. When it becomes necessary to draw cash from the 
reserve fund, bonds in it w “ill have to be redeemed and the only source 
of money to do this is. again, the t: ixpayers. The effect of the reserve 
fund is double taxation. The Congress of the United States is in the 
process of offering some measure of relief to stockholders from double 
taxation on dividends. We suggest it do the same for future social 
security beneficiaries by abolishing the reserve fund and putting 
social security on a pay-as-you-go basis. 

Let me point out that the ste: adily growing reserve fund is a part 
of the national debt oyer which there is such great concern. If 
expectations for the growth of the reserve fund are realized, it could 
almost by itself double our present debt level within the next 50 
years or so, according to actuaries of the Social Security Admin 
istration. To put it mildly, this is rather an imposing burden ti 
place on our children and grandchildren in order to maintain the 
fiction that our social-security system is a contributory-insurance 
plan operated by the Government according to the procedures of 
private-insurance companies. 

The fiction that social security is contributory, that through pay 
roll taxes the worker is buying an annuity policy, defers to our unde 
standable esteem of self-reliance. Pay-as-you-go plans have been 
denounced in some quarters as schemes to rob the workingman of 
the old-age annuity he is buying through the sweat of his brow. 
The drum beaters for the contributory principle generally fail to 
mention that the total contribution through social-security taxes 
may work out to as little as one-third of 1 percent of benefits eventually 
rece ved, or even less, , 

The truth is that we pretty much have arrived at pay-as-you-go 
now and all we must do is accept the fact and shed the burdensome 
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concept of the reserve fund. Some of the most sensible words yet 
spoken on social sec urity came from the late Senator Taft who said 
during the debate on the 1 50 amendments: 

In the long run we have to recognize that the only way to pay those suis 
is for the people who are working at this time to pay the benefits for the people 
who are not working. There is no other way to do it 

He said further: 

. 2 we are recognizing in this bill that we have an ob tion to pay old-age 
pensions to people who are old simply because they are old, and not because 


they paid money into the fund. 


And finally, the ‘Townse nd p vlan WoO ald proy ide vari able pensions. 
All present retirement programs, public and private, have a weak 
ness in common. ‘They are based, in effect, on the assumption that 
the times will not change. that the cost of living 10, 20, 30 years 
hence will be the same. Pensioners now strug: oli ga ilong on retire 
ment programs set up in the 1930’s know how extrav: agantly wrong 
this assumption can be. On the other hand, the Townsend plan 
assumes that the cost of living in all probability will vary over a 
period of years. Therefore, it provides for automatic adjustment of 
pension payments. 

Since money for pensions would be raised by a 2-percent tax or 
eross business and personal income, there obviously would be more 
money available in times of full employment, high wages, and salarie 


and prices. a hence, pensions would increase accordingly. Any 
tapering off in business activity would be reflected by a correspond 
ing drop in a nsion payments. 

Had the Townsend plan been in operation during the last doze 


years, we would not have had the ‘Alar aceful spectacle of the work 
ing population of this country feasting on prosperity while old people 
starved on crumbs that fell from the table. 

One truth has become painfully self-evident to the aged bene 
ficiaries of social security in these postwar years. Congress cannot 
be relied upon to save them from the disastrous effects of inflation 
on their meager benefits. Granted that the intentions of Congress 
are geod, its adjustments of old-age benefits have been much too little 
and too late. 

Under the Townsend plan with its built-in provision for adjust- 
ment of pensions, Congress would be relieved of the necessity of 
tinkering from time to time with the social-security system in the effort 
to make it live up to its name. 

In the time left to me, I would like to comment briefly on the matter 
of retirement age. The age of 65 has been selected by Congress in 
the social-security law and by private retirement programs in general. 
The Townsend organization feels that 60 is a more realistic age, 
although acknowledging that drawing a chronological line between 
work and retirement isan arbitrary decision at best. 

However, it appears that we are on the threshold of a new industrial 
revolution which is bei ‘ing variously described as the age of the auto 


matic factory or of pushbutton production. This will be accompanied 
by an inevitable shrinkage of the weeny narrow field of job oppor 
tunities for older workers. We foresee the need for a shorter working 


life just as it seems the workweek aaa be shortened further to make 
the jobs go around. The decision to retire under the Townsend plan 
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would not be irrevocable. In an emergency, retired workers could 
rejoin the labor force, relinquishing their pensions for the period dur 
ing which they resumed employment. 

Mr. Jenkins. That concludes your statement ‘ 

Mr. Townsenp. Yes, si 

Mr. Jenkins. W othaak you for your statement. 

Are there any questions? 

Mr. Kina. I have a question. 

There was one phase that interested me where you mentioned the 
fact that millions of older people find themselves obliged to go on 
public assistance solely because no provision was made for them in the 
Boe ial Security Act. There are many precedents for this provision 
having been set up in the law. I am thinking now of a distinguished 
me smber of this committee that many years ago Was a member of the 
International Typographical Union, one of the pioneers in setting up 
3 pension fund for their membership. The day they approved their 
pension plan their national board voted every man eligible for retire 
ment and at the eligible age was automatically, if he wished, placed on 
retirement, even though he had not contributed and did not contribute 
a penny to it. 

[ understand there are many other organizations throughout the 
world that have followed that same practice. In fact, the average 
have followed that practice. The Congress did not see fit to set up 
some program for covering those who through no fault of their own 
had not been in covered employment or were not eligible under the 
law as it was finally adopted. 

I think you are quite right in setting forth plainly the fact that 


millions of people were precluded from the social- security plan. 
There are those in Congress who feel that we should continue the 
rather obnoxious public. assistance programs in most of the States 
because they have not seen fit, through all these years, to era for 


those who through no fault of their own were not under covered 
employment. 

Mr. Jenkins. We thank you. 

There are 3 witnesses, and we have 30 minutes, approximately. 
We have given the Townsend program more than the time originally 
allotted. 

Mr. Elliott, I notice your statement is prétty lengthy. Can-you 
abbreviate and present it in 10 minutes ? 


STATEMENT OF JOHN DOYLE ELLIOTT, ECONOMIC CONSULTANT 
FOR THE TOWNSEND PLAN FOR NATIONAL INSURANCE 


Mr. Exuiorr. Yes, sir; I will do that. 
Mr. Jenkins. We will include the whole statement in the record. 
(The statement referred to follows:) 


STATEMENT BY JOHN DOYLE ELLioTr, ECONOMIC CONSULTANT FOR THE TOWNSEND 
PLAN FOR NATIONAL INSURANCH 


Mr. Chairman and members of the committee, you already have heard, from 
Dr. Francis E. Townsend and Mr. Robert C. Townsend, testimony regarding 
the broad purposes and fundamental philosophy of the Townsend plan as it is 
contained in H. R. 2446. My task is to present as briefly as possible the 
statistical analysis of the legislation we advocate. My statement is designed 
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to show how Inany citizens would receive benefits. how large the benefits would 
be, where the money would come from. how much it would cost to administer 
the program, ete. 

Obviously an assignment of this magnitude cannot be condensed into the 1 
minutes allotted me for oral testimony Therefore, | am submitting, for the 
record, a memorandum which I believe covers the entire subject comprehe 
sively. With your permission I shall devote my “al 
of the highlights of the memorandum 

Any discussion of the Townsend plan (or, for that matter, any other proposa 
involving retirement benefits) must begin with a | aut the present Socia 
Security Act, since that is the program we hope to replace The amendment 
under discussion today, H. R. 7199, is, of course, a social-security bill drawn 
in the tradition of the original Social Security Act That is to say that H. R 
7199 is not intended to alter the character of the current program: rather, it is 
designed to perpetuate it. In a strong sense, it confesses the inadequacy and 
nflexibility of the present system 

We of the Townsend organization are earnestly convinced that this is not 
policy that will solve the problem of social security. 

On this count, let me call your attention to these facts, found in a survey 
consumer income-distribution prepared by the Bureau of the Census 

This report shows that in 1252 the total money income of all persons 14 years 
of age and over figures out to an average of S180 per month per person—almost 
$2,200 annually By contrast. the average person 65 years of age and over 
having income, had less than S900 in 1952 (S875 monthly) The average man 6 
and over, having income, had only $1. ($104 monthly) Che average womal! 


65 and over, having income, had only $654 in 1952 ($54.50 monthly) On to; 
of this, the same report shows that over 25 percent of tho >and over had 
money income from any source Whatsoever. The only pos conclusion 
the aged, as a group, occupy a place of severe economic : 

If this situation were showing a marked tendency t 
the present social-security system, there might be some onl or complacenc 
Unhappily, the opposite is the case. The income position of the elderly is actuall 
deteriorating. On this point, I refer you to an article by Jacob Fisher of 
Division of Research and Statistics of the Social Security Administration 


statement to a summary 


lished in the February 1954 issue of the Social Security Bullet entitled 


war Changes in the Income Position of the Aged M 


> t 


1947 to 1952 the income position of the aged declined as compared to the 
population in general. The article sets forth these t 
While the total share of personal income received 
7 percent in 1947 to S percent in 1952, the aved 
Over the same period, however, the total popul: 
by only 5 percent The net result was a 31-pe 
adult population but a gain of only 29 percent 
actually slipped 2 percent from 1947 to 1952 
This fact becomes arresting when we rec: 
OASI benetits by 70 percent: that over thi 
pension systems increased dramatically that in t ame period pract 
every significant social-security system was liberalized e must, there 
conclude that all the social-security action taken since 1 as failed to bette 


the position of the aged. The elderly. despite amendment ended 

have fallen even further behind the general population 

living standards In the light of these considerations, we 

proposals of H. R. 7199 as f significant va t , »h 

to postpone, for a brief period downhill s 

QOASI has sometimes been called the cornerston 

statistical evidence shows it is no such thine 

approach to the problem of ink 

a cornerstone to perpetuated poverty 
A new solution is clearly indicate 

known more familiarly as the Townsend 

out the inferior economic status of Ame 

will abolish such individual poverty : and 

same time nourish the economic health of 

power 


1Cunrrent Population Reports, Bure 
in United States, 1952, table No 
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As I have said, the attached memorandum covers in detail the mechanics of 
how these things would actually be accomplished. In the time remaining to me 
let me emphasize what we consider to be the high points of this program. 

First and foremost, the Townsend plan would bridge the income chasm be 
tween the aged and the rest of the population In 1952, benefits to the aged 
under OAST and OAA (both of which the Townsend plan would replace) ave1 
aged about $259 million a month. The total income of those 65 and over (i 
eluding these benefits and the benefits of all other programs both publie and 
private) averaged about $1.570 billion a month, in 1952 If those 65 and over 
as a croup, bad enjoyed overall equality with the general adult population, they 
would have needed $2.354 billion a month in 1952. Therefore, the Townsend 
plan would have been required to produce at least $1.048 billion of additiona 
income for those 65 and over in 1952, in order to have overcome the economic in 
feriority of these aged 

The Townsend plan would do what the Social Sec irity Act has failed to do 
it would fill the gap. This is how it would be done: 

Coverage: H. R. 2446 would pay benefits, in equal amounts, to all retire 
persons at age 60; to the permanently disabled 18 to 60; to widows with depend 
ent children under 18. In 1952, benefits would have gone to about 14.5 milbi 
2.2 million disabled persons, and 1.175 million widows. | The 
memorandum explains how these estimates were reached (p. 10) 

Benefits: In 1952 these people would have received an average 


mn 
aged persons, 





monthly benefit 
close to $130. I again refer you to the memorandum for the detailed analysis 
of how these benefits were estimated (p. 13) 

Financing : H. R. 2446 would be supported by a 2-percent tax levied on the gross 
income (gross receipts) of all business and industry, and on the gross incom: 


‘ 


of all individuals in excess of $250 a month, or $3,000 a yvear. This tax would 
of course, replace the present 4-percent social-security tax on payrolls. The 
revenue from this tax would have heen distributed on a pro rata basis to al 
annuitants after the cost of administration. There are, of course, certain areas 
of finance which would be exempt from the tax, and this rather involved prot 
lem is discussed thoroughly in my memorandum (pp. 3 through 7) 

Administrative costs: We estimate that in 1952 it would have cost a total 
of $118 million ($9.8 million monthly) to administer the Townsend plan. This 
compares to $198 million (over $16 million monthly) for present programs ac 
complishing very mush less, as of 1952. Again I refer you to the memorandum 
for analysis of this feature (pp. 8 and 9), administrative costs of social security 
program 

Our detailed studies have shown us that out of the average monthly revenue 
total the Townsend program would have produced, as of 1952, $9.8 million 
monthly would have gone for administrative costs; about one-fourth of the 
beneficiaries, between ages 60 and 65, would have taken an average of $576 mil- 
lion monthly: $435 million monthly would have gone in benefits to disabled citi 
zeus and to widows with dependent children. These sums would have totaled 
$1.021 billion monthly The balance of the monthly revenue would have gone 
to the group 65 and over Let us see just what difference it would have made 
in their income position 

Here is the picture: Our analytical studies have shown us that the average 
monthly revenue yield of the tax proposed in H. R. 2446, at the rate of 2 per 
cent. would have been about $2.305 billion (p. 18 of memorandum). Subtract 
ing the above figure of $1.021 billion (monthly). which would not have been 
available to those 65 and over, there would have remained $1.284 billion monthly 
to be distributed among that group 

We saw, in the foregoing analysis of the Census Bureau’s data, that the el 
derly fell $1.048 billion monthly short of the general adult income position 
Therefore, the Townsend program would have abolished the income lack of 
these elderly: and there would have been an apparent surplus of $241 million 
monthly over this requirement However, as the appended memorandum ex 
plains fully, all estimates on our part are maximum (p. 1)—in order that en 
uwtment of the program would not produce results exceeding expectations 
The probability is that this apparent surplus would not materialize at all 

As of the actual statistical and economic levels of 1952, therefore, the Town 
send plan, had it been in operation, would have done these specific things: 

1. Instead of over 25 percent of those aged 65 and over having no money in 

me, no aged citizen would have lived on less than the Townsend plan benefit 
lose to $130 monthly (see p. 13 of memorandum)—as compared to the per 
capita income of that vear (for all persons of all ages) of over $136 monthly 
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2. As a total group, they would have been raised 
position as the adult population in general 

The social-security problem would have been 
purposes 

Another very important feature of the Townsend proxi 
of benefits would not deteriorate. Changes of any nature 
he directly reflected in the revenue yield of the proposed 
are directly dictated by the actual revenue yield Chet 
between the general adult standards at any time and 
program would supplement the incomes of 
fixed-income problem would be abridged 

The Townsend bill goes much furthe 
eliminating the income lack of the group 65 al 
that this group’s severe lick of income is 
eXists for very many people lon efore the 
citizens having the right to retire afte ‘ 
income distribution do not deal with the gro GO 
lumped into a major group aged 55 through 64 
disabled citizens. While the income status of 


not defined in available data, it is obvious 


the same severe, economic problem as the 


Another group, widows with dependent ch 
2446. This group is made up of families who 
nomic plight of citizens finding themselves in this yx. 
respons lities is severe Chis | would sup} 
benefit as for old age 
so long as there remain any cl inde 
Old age, disability and loss 
successful social-security program should pro\ 
the buying power of these peopl me 17 to 1S milli ins, at the } 
or a sutlicient 


time, are to be found in these conditions without ! 
standard. The progressive growth of the elderly part of the population dic 

that their total must increase, not decrease rhev are a constantly inere 

loss to our entire economy. Apart from their own hardships, they represent 
virtually no market for the products of business and labor 
are plagued by the mounting problem of recurring rpluses and consequent 
unemployment with its lessening, in turn, of total | ng power in our 
economny, 

The Townsend bill, H. R. 2446, apart from soly the serious social-security 
problem of the American people, would place this great host of deprived Ameri 
cans in a position to represent opportunity, a buying market for every conceiva 
type of production. 

Gentlemen, nothing we do is going to solve this basic economie problem of our 
free-enterprise system if we do not get this ever-growing weight of destroyed 
purchasing power off of our backs. Its constantly increasing force will bring to 
final naught the other fine works of this great Nation which could, but for this 
one thing, work such great good 

In recent times particularly, we have heard much about the need for bolstering 
purchasing power. We have heard even more about surpluses of production. We 
again have serious repercussions because of unemployment The uplifting of 
these people to the American standard of living, provided for in H. R. 2446, is 
the central purpose of this legislation; strengthening purchasing power to absorb 
surpluses. 

In view of the authentic statistics now available regarding the income-pos 
of our aged and other deprived elements; in view of the results ir 
studies, contained with complete references in the attached memor 
analysis, showing that H. R. 2446 would correct thi tuation; in view 
meaning of this problem not only to the elderly but to a ersons and 
general economic prosperity, the whole matter uiply one of decision 
The present system of social security is not 
proponents had no such thought in mind 
to do this great thing. The decision 
this. If so, H. R. 2446 embodies the 
doing it If it is not to be done, that de 
poverty will continue to be their final re 

The American people want this sc 
sense. We herewith present to you the 
it can be so solved, and solved with dispate! 


\t the same time, we 
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BXPLANATION OF ESTIMATES OF MONTHLY BENEFITS THAT WOULD BE AVAILABLE 
UNDER H. RR. 2446 AND DESCRIPTION OF DATA ON WHICH ESTIMATES ARE BASED 


H. R. 2446 (the Townsend plan bill) proposes that its social-security benefits 
he financed by a tax on the gross receipts (gross income) “of all persons or com 
panies derived from any and all sources, except in personal incomes there shal 
be an exemption up to $250 per month.” Because this tax base is so extremely 
broad, it would permit a low tax rate and, at the same time, a revenue yield high 
enough to carry out the purposes of the bill. This vield would closely reflect 
the status of the Nation’s economy at any given time, automatically compensat 
ing for variations in the cost of living as well as future rises in general living 
stundards 

It would be a simple matter to add up the gross receipts of all persons and 


companies—-if such data were available Most existing reports, however, deal 
with net rather than gross receipts Since there is no one or any agency that 
compiles such data, reports that do exist concerning gross receipts (gross in 
come) tend to be rather fragmentary For example, while the Census Bureau's 


latest census of business covers retail, wholesale, and service businesses in the 
United States, it does not include all businesses ; and there are gaps and overlaps 


in data. Thus, these reports in themselves would provide only a minimun 
estimate of the proposed tax base 

Therefore, we must look elsewhere Fortunately, data do exist front which 
a muaXimum estimate of the tax base can be reached Knactment of H. R. 2446 
on the strength of the maximum estimate would insure that the benefits would 


not exceed the amounts calculated herein 
This study is, therefore, based on the maximum approach for determining 
the tax base 


DATA ON WHICH MONTHLY BENEFITS UNDER H. R. 2446 CAN BE CALCULATED 


Total business volume 


lor the purposes of this study, the Nation’s volume of business is computed 
from two sets of statistics: 

1, There is the monthly report of debits to deposit accounts, prepared by 
the Federal Reserve Board. This figure is the total movement of money i! 
the country as represented by so-called check-book money It is the total of 
payinents made by individuals and companies as reflected by debits to the 
bank accounts they maintain While not all of these payments represent “com 
pensation for personal services,” or proceeds from the “sale of tangible or 
intangible property (the tax base proposed in H. R. 2446), most “debits” are 
of this nature When people write checks they usually do so in order to 
lake a payment of some sort The exceptions are, in an important degree, 
the subject of the following sections of this study of estimating the actual base 
upon which the proposed tax would bear 

2. There is the monthly report showing the amount of United States currence) 
in circulation (that is, outside the Federal Reserve banks and the United States 
Treasury) as of the last day of each month. This figure is also given in the 
monthly Federal Reserve bulletin. We do not know exactly how much busi 
ness is transacted exclusively on a currency-payment basis, but the amount is 
obviously substantial. While the volume of business involving currency pay 
ment may be more or less at any given time, our studies, based on previous 
extensive studies by Dr. John Donaldson of George Washington University, 
convince us that five times the amount of currency in circulation is a fair 
judement of currenecy-paid business volume annually It is most pertinent 
to point out, however, that under present business conditions total business 


volume is in the area of $1.5 trillion annually. On the basis of 5 times currency 
in circulation (presently about $30 billion), this makes currency-paid business 
volume about $150 billion, or 10 percent of the total If we consider another 
multiplier, say 6, for example that would increase the total by one-fifth of 10 
percent, or 2) percent This in turn, would increase the tax-yield estimate 
accordingly by 2 percent Therefore, for the purpose of this study, we adopt 


the estimate of five times the amount of currency in circulation per vear (five 
twelfths per month), plus the total of debits to deposit accounts as representing 
the total business volume in the United States economy) 

] Ce tar base 


H. R. 2446 does not propose to use either business turnover or total trans 


actions as a tax base It proposes a tax or rross receipts fross income 





SOCIAL SECURITY ACT AMENDMENTS OF 1954 561 


eceived as “compensation for personal services,” or derived from any 
r “the sale of tangible or intangible property.’ As a result, the ‘ 
inder H. R. 2446 would be considerably smaller than the theoretical figure fe 
total business turnover. 

Following is a study of the deductions from the total business volume that 
are essential to arrive at an estimate of the vield under the proposed tax 

It is important to bear in mind that the object of this uly is to estimate 
the tax base on the basis of the maximum approach 











DEDUCTIONS ROM TOTA sINESS oO; 

l. Taxreés 

(A) Federal revenue would not, of course, be subject to the tax under H. R 
2446. While gross receipts of the Federal Government vary widely from month 
to month, the average was $5.7 billion a month in 1952 (see Survey of Current 
Business, Department of Commerce, July 1953, p able S) Since the defense 
program implies a continued high level of spending, is reasonable to expect 
that the $5.7 billion a month rate will fait represent this item for 1953. This 
$5.7 billion must be deducted from the ygross business base to arrive at. the 
tax base under H. R. 2446 

(B) State and local revenue There are so many tax-collecting agencies in 
this category that up-to-date monthly reports at not ivailable Howevet 
annual data are given in the July 1953 Survey of Current Business, page 14 
table S, showing State and local government receipts in 1952 totaling 7 bil 
ion—which averave $2.2 billion a onth Phere is no reason to expect a lower 
fizure for 19538 

Thus, Federal, State, and local governments’ revenues eraged $7.9 billion a 


month in 1952 
Deductible item: $7.9 billion monthly 


Jl. Exemptions 


Section 201 of H. R. 2446 provides that the gross income tax shall apply to the 
“ross receipts of all persons and companies, except that the first $250 monthly 


of personal income shall be exempt The value of this exemption on person 
ncomes would have totaled at least $12.45 billion a month in 1952. This estimate 






comes from an analysis of the Census Bureau's latest data on consumer income 
distribution—Current Population Reports, series P—60, No. 14, table 3, released 
December 31, 1953—covering consumer income distribution in 1952 

Analysis of these surveys covering the years 1947 through 1952 shows that the 


value of this tax exemption on personal incomes is rising year by year For ex 
ample, it was $11.5 billion monthly in 1951, less than $11 billion in 1950 and about 
$S billion in 1948. These surveys deal in terms of money income only. The figure 
of $12.45 billion is adopted for the purposes of this stud since We are interested 


il 

in producing a maximum estimate of the tax base 

Deductible item: $12.45 billion monthly 

NoteE.—The proposed gross income tax rate is 2 percent If personal income 
exemptions were not permitted, the rate of 1.8 percent would yield sufficient 
revenue to pay the same benefits envisioned with a 2 percent tax including ex 
emptions. With the lower rate and no exemptions, more revenue would be co 
ected in the form of direct taxes and a little less in the form of indirect, or price 
ncluded, taxes. 


III. Shrinkages 


As used in this study, the term “shrinkage” applies only to a lessening in the 
dollar volume of business turnover. It does not refer to shrinkage in the actual 
production or distribution of goods, commodities, or services 

For example, under the tax proposed in H. R. 2446, more producers would en 
ter into agency contracts with their dealers instead of selling outright title to 
their products. In such cases the values of these agents’ commissions would be 
come the measure of their gross receipts instead of the total prices charged 
their own customers. Business, obviously, must accommodate to any new system 
of taxation. To approach the actual base of the proposed tax, such shrink 
must be represented as deductible from the present dollar value of business 
turnover 

In studies of this question, economists, Dr. John Donaldson, of George Wash 
ngton University, in 1948 and 1944, and Dr. Harry Moorehouse, of the Universit 
of Georgia in 1946, arrived at the judgment that shrinkages due to business 
accommodation to the proposed tax would have amounted to about $40 b or 
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annually as of 1942 to 1948. Projecting this estimate to the business levels of 
1952 and those already clearly indicated for 1953, this factor becomes about $100 
billion annually. For the purpose of this study, therefore, a monthly figure of 
$8.5 billion is adopted to represent this factor. 

it must be kept in mind that “shrinkage” represents an intangible item, espe 
cially in view of the fact that there has never been a tax on national gross 
receipts 

Since this study is based on a maximum approach in estimating the proposed 
tax base and the tax yield, we must point out that to represent “shrinkage” in 
this study is not necessarily to conclude that the operation of this tax would 
occasion these lessenings of business volume. It is rather to make clear that 
shrinkages are a probability and to show their possible effects. 

Therefore, in terms of percentage, let us view it in the light of the difference it 
would make in the outcome of this study, if we ignore shrinkage entirely. Then 
the maximum nature of the resulting estimate of the tax base would certainly 
be beyond challenge. Disregarding it would have this effect: With total business 

olume running around $1.5 trillion a year, the $100 billion annual figure repre 

senting “shrinkages” would be about one-fifteenth of the total, or 6.7 percent 
This would still leave the final estimate of individual benefits resulting from 
this study above but close to the level of so-called per capita income, which is 
the benefit goal of the Townsend plan aims for. The adoption of the above 
indicated $100 billion annual deduction ($8.3 billion monthly) results in the final 
figure falling a little short of per capita income 

Deductible item: $8.3 billion monthly. 


IV. Loans, investment-capital and transfers 


Under H. R. 2446 the principal of loans and the repayment of the principal, 
capital invested and recovery of the invested principal would not be subject to 
taxation. The interest, dividends, and capital gains would be. So-called flow 
statistics on the total dollar volume of loans made and repaid are not available, 
Statistics on the amount 


reports giving mainly the amounts of loans outstanding 
There are no reports 


of new capital invested through securities are available 
which make it possible to measure the dollar volume of simple transfers of funds 
by depositors from one account to another for the purpose of business convenience 
Appendix A of this study sets forth “flow” data sufficient to show clearly that the 
minimum allowance we can sincerely make to represent these factors is $10 
billion monthly. 

Deductible item : $10 billion monthly 


\. Miscellaneous 
There are numerous additional examples of receipts that would not be taxable 
under H. R. 2446, but they are not so reported that they can be segregated and 
measured. For example, considerable sums paid as insurance claims and the 
receipts of humerous nonprofit organizations and trust funds would not be taxed 
ion 


as 


We note that in 1952 employers alone contributed $3.436 billion to private pens 
and welfare funds, to say nothing of unreported contributions by employees ; 
reported by the Department of Commerce in Survey of Current Business, July 
1953, page 24, table 34. These additional items are pointed out here to indicate 
even more clearly the maximum nature of the estimates arrived at by this study 

All things considered, it appears clear that under the tax proposed in H. R. 2446 
the net tax base would be at least $35 billion a month less than the total business 
volume (debits to deposit accounts plus five-twelfths the sum of currency in 
circulation). 


Conclusion 

For the purpose of measuring the month-by-month performance of the prograin 
advocated by H. R. 2446, for the year 1952, this study will employ the figure of 
$35 billion to represent the monthly total of deductible items. This figure assures 
that the resulting estimates will be maximum. 

By deducting $35 billion from the monthly total of debits .to deposit accounts 
plus five-twelfths the amount of currency in circulation, we arrive at the net 
base for each calendar month. 

A 2 percent tax rate applied to the net tax base would provide the estimate of 
the monthly tax yield. Administrative costs would then have to be deducted ; and 











SOCIAL SECURITY 





ACT 





AMENDMENTS 





OF 














the remainder would be the amount available for distribution to beneficiaries 
under the proposed program. 


ADMINISTRATIVE COSTS 


programs of old-age and survivors insurance, old-age assistance, aid to the blind 
and aid to the totally and permanently disabled, according to the Social Se 
curity Administration, as cited at the conclusion of this section. It is estimated, 
as explained below, that the cost of administering H. R. 2446 would be $118 
million annually, as of 1952. This becomes all the more significant in view 
of the fact that H. R. 2446 would provide nearly three times as high a benefit 
level for twice as many beneficiaries as present programs do. In other words, 
administration of H. R. 2446 would cost about 0.4 of 1 percent of the tax yield, 
as of 1952. 

H. R. 2446 proposes the simples possible program to administer. There would 
be no complicated processing of wage and employment records. as is the cuse 
with old-age and survivors insurance. There would be no need (as now is 
the case) of special personnel to determine the amounts of benefits, since all 
recipients would receive equal payments. Beneficiaries would be required only 
to show proof of citizenship, age, retirement from gainful occupation, or widow 
hood and responsibility for the care of one or more minor children, as the case 
might be. 

In view of these considerations—the simplicity of the proposed program in 
contrast to the complexity of old-age and survivors insurance—it certainly 
seems that the cost of administering old-age and widows’ benefits under H. R 
2446 could not cost over one-third the present cost of administering old-age and 
ssurvivors insurance. Administration of old-age and survivors insurance was 
$88 million in 1952. Thus, H. R. 2446 would cost about $30 million yearly with 
respect to administration of old-age and widows’ benefits 

This leaves the cost of administering the provisions for disability insurance 
under H. R. 2446 still to be estimated. As set forth in the following section 
of this study estimating the number of beneficiaries to be expected, there would 
be between 2 million and 2.4 million disabled recipients under the Townsend 


In 1952 it cost over $192 million to administer the present social-security 


program. The first point is that this number of persons is comparable to the 
number now receiving benefits under old-age assistance 
In the second place, as under old-age assistance, the provisions for disability 


under H. R. 2446 would require intimate investigation and periodic checking 
of individual cases. Disability would have to be determined on an individual 
basis; and in many cases periodic verification of disability would be essent 
just as periodie verification of the continuation of need is essential under the 
present program of old-age assistance 

On the other hand (in respect to the disabled as compared with the present 
old-age assistance beneficiaries), H. R. 2446 would be somewhat simpler to 
administer financially Once authorized, benefits would be the same for each 
recipient. Moreover, H. R. 2446 involves only Federal funds, while old-age assist 
ance involves Federal, State, and local funds 

In 1952 old-age assistance cost $88,296,000 to administer 

The assumption here is that the disability provisions of H. R. 2446 would cost 
a like amount. This amount, added to the $30 million for administration of 
old-age and widows’ benefits, would bring the administrative costs of H. R. 2446 
to $118 million a year, or about $9.8 million a month 


Sources of data on administrative costs: 


1. “Source of Funds Expended for Public Assistanc Administrative Costs 
Calendar Year Ended December 31, 1952, Social Security Administration, June 
16, 1953." This source, in table 1, gives the 1952 total administrative costs of 
old-age assistance as $88,296,000 in 1952; table 3, aid to the blind, $4,981,500 
table 4, aid to disabled, $11,833,200. 

2. Senate Document No. 48, 83d Congress, 1st session, ‘‘Letter from the Board 
of Trustees of the Federal Old-Age and Survivors Insurance Trust Fund,” the 
annual report of this board of trustees required by law, on page 32, table 17 
gives the 1952 administrative expenses of old-age and survivors’ insurance as 
$8S million, 
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ESTIMATES OF NUMBER OF BENEFICIARIES 


Although our research shows that Census Bureau studies of income distribu 
tion do not classify the population by age in terms of 5-year groups, their reports 
do deal with such broad classifications as people 55 to 64 and persons 60 and 
older. There are no intermediate statistics, for example, on income distribution 
among people who are 55 to 59, or 60 to 64. Thus, it is difficult to assess the 
income levels of the particular group over 60 years of age, but not yet 65. 

Census reports show there to be about 19.5 million persons 60 years of age or 
older in the United States population. In times of high employment many people 
would not elect to retire in the earlier years of their eligibility in view of oppor- 
tunities to continue in gainful occupations providing them with much better 
incomes. This would be particularly true of men. Furthermore, in order to 
remain consistent with the maximum approach to the estimates of revenue yield 
and resulting benefits we must not adopt a high estimate of the number of 
beneficiaries. To do so would tend to produce a minimum result in terms of 
benetits. Therefore, for the purpose of this study 14.5 million (over 60 years 
of age) are estimated to be the number of aged beneficiaries, under H. R. 2446, 
as of 1952 and 1953. 

Indirect data exist with regard to widows with children. On April 29, 1952, 
the Census Bureau released a publication entitled “Current Population Reports, 
Population Characteristics, Series P—20. No, 38" which dealt with the popula- 
tion’s marital status and household characteristics as of April 1951. Tables 13 
ind 14 of the report for 1951 show that there are about 4,040,000 families with 
female heads. Some 2,170,000 of these (54 percent) are reported as having 
related children under 18 (H. R. 2446 would extend benefits to widows with 
children under age of 18.) 

Some 852,000 of these families have female heads who are 65 or older, and 
160,000 of them have children under 18. An estimated 814,000 families have 
female heads aged 55 to 64, with 280,000 of them having children under 18 

Since the percentage of those having children naturally declines as age ad 
vances, it can reasonably be estimated that about 100,000 of the 280,000 aged 
D5 to 64 (with children) are between 60 and 64. (H. R. 2446 makes old-age 
benefits available at age 60; thus, it is necessary to arrive at some breakdown 
of the 55 to 64 age group in order to estimate the number of widows with children 
that might be beneficiaries before attaining age 60.) 

There are an estimated 260,000 families with female heads 60 years of age 
or older, with children under 18. The heads of these families, because of age, 
would be eligible for retirement benefits under H. R. 2446; hence this group 
must be deducted from the total in determining the number of women under 
60 years of age with dependent children who might be expected to be beneficiaries 

Subtracting these 260,000 from the total of 2,170,000 families with female 
heads and children under 18, we arrive at a total of 1,910,000 families. These 
1910,000 families are headed by women under 60 and have children under 18. 
If for the purposes of this study it is assumed that one-fourth of this group 
either could not or would not accept the regulations set forth in H. R. 2446-(for 
example, a considerable number of these women are employed and would not be 
willing to leave their jobs), we arrive at an estimated total of 1,432,000 women 
(rather than widows in the strictest sense of the word), under 60 years of age, 
who might be expected to become beneficiaries under the proposed program. In 
consideration of the indirect nature of the data upon which this estimate is 
based, we adopt 1,600,000 as representing the maximum of women responsible 
for the care of minor children who might become beneficiaries. 

The following calculations take into consideration only those women who are 
widows 

Table 13 of the report referred to above shows that out of 4,040,000 female heads 
of families there are about 2,358,000 widows who are female heads of families 
Some 54 percent of these have children under 18, setting the number of eligible 
widows under H. R. 2446 at 1,283,000. With about 200,000 of these 60 or older, 
thus eligible for old-age-retirement benefits, the number reduces to 1,083,000. 
With one-fourth of them not qualifying under the program, the number is further 
reduced to 812,000, leaving as a minimum estimate 750,000 widows under 60 
who might be beneficiaries. 

Although specific data on the disabled are not avai 





lable, the Annual Report of 


the Federal Security Agency, 1952, on page 30, states, “It is estimated that, among 
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our civilian population of working age, approximate 2 n people have 
disabilities that have lasted more than 6 months. (This figure takes no ac 
of the large number of disabled people among the 1.2 million inmates of institu 
tions of various kinds.) Among those aged 55 to 64, probably every 16th person 
is totally disabled.” 

It is possible under H. R. 2446 that citizens between 18 and 60 who do not now 
record themselves as disabled might be encoura to do so. Therefore, an esti- 
mate of between 2 million and 2.4 million persons seems reasonably to indicate 
the number of disabled beneficiaries to be expected under the progr: : 
on the maximum side, there would be a total of 18.5 m m beneficiaries under 
H. R. 2446. The minimum would be 17.25 million (Obviously, the maximum 
number of beneficiaries would mean the minimum monthly benefit, and vice 
versa.) 





t 





Striking a mean between maximum and minimum, we emerge with a figure of 
17,875,000 prospective beneficiaries. This number is adopted in this study in the 


ealculation of monthly benefits. 

A variation of 1 million recipients, one way or another, would be reflected in 
a gain or loss of between 5 percent and 6 percent in the amount of individual 
benefits. 

Calculation of benefits: The following calculation of benefits 
foregoing analyses. The estimated monthly revenue yield from the 2 percent 
gross income tax proposed in H. R. 2446 is prorated among 17,875,000 persons after 


payment of administrative costs. It should be kept in mind that these estimat 


IN tila 


reflect the maximum approach underlying this study. 


is based on the 


PRELIMINARY ESTIMATES OF TOWNSEND PLAN BENEFITS IN 1 » AND 195 ] 


AVAILABLE DATA FOR GROSS INCOME AS DEFINED IN H 
DUCED IN THE 83D CONGRESS 


For each of the months of 1952 and the months of 1953 for which data : 


able (each month being individually estimated), the yield resulting from a 2 
percent “gross income” tax and the resulting benefit payments to an estimated 
17,875,000 persons (over 60 years of age who retire, or totally disabled betwee 


ages of 18 and 60, or widows with dependent children under 18 years of age) 
are as follows: 











Januar s S 
| 9 x 
peptem ber 
October 
November 2 
December 2.5 5 
Averages 8.4 8.4 
51 average monthly | 
NOTE Che above calculatior re | 
Reserve Bulletin and upon data I 
( sus, U. S. Department of ¢ 
proposed in H. R. 2446 and H. R, 2447. 2, 
The estimated monthly incomes to individuals are indicated above as be 





provided for by the business statistics for each calendar month. However, these 
payments would actually have become available to the beneficiaries of the pr 
gram about 3 months later on the calendar, because of the admit 
necessary for the collection of funds and for the distribution thereof to the duly 
registered beneficiaries. 


$5622—i54 37 
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APPENDIX A 
DaTA RELATIVE TO AMOUNTS OF MONEY LOANED IN UNITED STATES 


». 


I. Value of new construction, July 1952 to June 1953 





Millions Millions 
1952—July_ liciceniicniel Gay Ge | Se ORE UAET eel SRI 
August Pe ae March_ ds Soak dele 2, 521 
September . .. 3,098 April- iti tea 2, 735 
October nice, Re 1 i ea eh a oe = 2, 941 
November 2, 787 | Jane....x ah ol era 3, 199 
December a - 2,518 — 
1953—January iin See Total Ee Se a 


‘Divided by 2 equals $16 783 
Source: Survey of Current Business, August 1953, p. S—6. 


There are no data on the volume of loans in the construction industry, as such. 
Therefore, conclusions are a matter of judgment. It is clearly an area of busi- 
ness of great magnitude which should be represented in this study. With no 
quarrel as to anyone else’s opinion that it may be greater, or less, it is here 
assumed that in the course of the total business procedure of the construction 
industry one-half of the total value of the construction represents money loaned 

If. New, nonfarm mortgages recorded ($20,000 and under), estimated total, 
July 1952 to June 1953: 


Thousands | Thousands 
1952—July $1, 590, 319 | 19583—February E $1, : 203 
August 1, 597, 783 March ee a 602 
September 1, 587, 52% April -. 1,708, 623 
October we 2, 343 May ; 2 aes 1, 698, 634 
November 1, 492, 390 June. citeuc Toa 
December 1, 553, 457 a 
1953—January 1, 400, 615 Total estnanee Ly Rae COD 


Source: Survey of Current Business, August 1953, p. S—7. 

III. Under “Securities issued * * * New capital, total,” the Survey of Cur 
rent Business, Department of Commerce, shows the following month-by-month 
data: 


Villions Villions 
1952—J uly _. $1, 393 | 1953—February ae = $1, 005 
August 461 March Pages don Be 939 
September SOS April-_ = 942 
October ; 1, 225 May.---.- . sis dk Goailcihaiocapi 1, 323 
November 629 June__- eee 
December 1,197 ; 
1953—January , J eas Total_- hcitebenaccdcntaer sae ee 


IV. Consumer installment loans made, March 1952 to February 1953: 








Millions Villiona 

1052— March — _._____.. $833 | 1952—October ea al ne a $871 
April _<- 22 I i 789 
a naa sini ae December __- 1, 019 

IN ete cies ee } 836 
Jails... nee en i eae 919 February 812 
August = anstndeigscal A seihceoios 
September eee Ns ph sa ad 10, 444 


Source: Survey of Current LB Business, April 1953, p. 8-16 


V. Summary: Loans, in their effect as a part of the total volume of business 
transactions, are a two-way affair. In the sense of being part of the volume flow 
of business, it must be kept in mind that loans are not only being made, but they 
are also being repaid. The same, long-run, overall thing is true of investments: 
not only are investments being made, but they are also being turned over, traded 
incessantly. As a general proposition, therefore, so far as the dollar volume of 
total business done is concerned, a fair approximation of the average weight of 
these two factors is double the amount of loans made plus double the amount of 
new capital. 

The tax proposed in H. R. 2446 would not levy on the principal of loans or the 
principal of sums invested, either when they are issued or when they are recov 
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ered. Interest, dividends and capital gains, of course, would be taxable gross 
income. 

The sum of the foregoing tabulations of money being loaned and invested does 
not cover the true total by any means. These statistical references are, however, 
sufficient to indicate how very great these factors actually are in terms of being 
a part of total business volume which must be deducted in approaching the true 
tax base proposed in H. R. 2446. 

These figures give the following total: 


1. Loans in the construction business__- ~~~ = hoe $16, 783, 000, 000 
2. New nonfarm mortgages_- a ilciiatata 3 19, 143, 751, 000 
3. Securities issued (new capital) 12, 424, 000, OOO 
4. Consumer installment loans made : 10, 444, OOO, OOO 

Total a igen teenies sai wil 58, TO4, 751, OOO 


This total of over $58 billion represents loans made and new capital invested 
As pointed out above, double this figure fairly represents the business volume 
made up of these activities, namely, $117,589,502,000. 


In view of the above considerations, the allowance of $10 billion monthly as a 
deduction stands as unquestionably conservative. This is particularly obvious 
when it is taken into account that this figure ($10 billion) also represents the 


weight of “transfers” of funds by depositors from one account to another for the 
purposes of business convenience or procedure. 


EVALUATION OF VALIDITY OF DEBITS TO DEPOSIT ACCOUNTS COMPARED WITH VALIDITY 
OF MONEY IN CIRCULATION IN TERMS OF THEIR RESPECTIVE PERCENTAGE RELATION- 
SHIPS TO THE GROSS NATIONAL PRODUCT 


Money in circulation as percent of gross Gross national product as percent of 
national product debits to deposit accounts 


{In billions of dollars] 


1947: 1947: 
Money in circulation____ $28. 868 Gross national prod- 
Gross nhationa]  prod- uct $233. 264 
OG aia eines $233. 264 Debits to deposit ac- 
OIE cect ancmedeinacices 12.3 counts__- .. $1125. 074 
Percent eae aa 20.7 
1948: 1948 : 
Money in circulation_.__. $28. 234 Gross national prod- 
Gross national  prod- ucts__- Pe 
ia cea $259. 045 Debits to deposit ac- 
PCI os ienciiveintndicm aime 10.9 counts ____ _. $1249. 680 
Percent ~ cai 20. 7 
1949 : 1949 : 
Money in circulation___._. $27. 600 Gross national prod- 
Gross national  prod- ee _ $258. 229 
Tibtkwsticiveeceubnne $258. 229 Debits to deposit ac- 
IN a ee ice ceeocemnon 10.7 | counts __- 4 _. $1231. 053 
DNGOING dieradctintntn eae 20.9 
1950 : | 1950: 
Money in circulation___.. $27. 741 Gross national prod- 
Gross national prod- uct ; __.. $286. 826 
NN Act ia aha tee $286. 826 | Debits to deposit ac- 
ic cetera an atria cia: 9.7 counts _.... $1403. 752 
Percent 5 5 a 20. 4 
1951: | 1951: 
Money in circulation... $29. 206 | Gross national prod- 
Gross national  prod- ee : _.... $329. 822 
NG sates ws ceneteneina at ace ane $329. 822 Debits to deposit ae 
i EE ere ae ae 8.9 counts_ me __ $1577. 857 
Percent : 20.9 
1952: 1952 : 
Money in circulation___ $29. 133 Gross national prod- 
Gross national prod- uct . $347. 956 
uct i Sa clini ae $347. 956 Debits to deposit ac- 
POCORN hte 8.4 counts oe ... $1692. 136 


Percent 7 20.6 
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Irom the foregoing it is perfectly clear that, in relationship to the basic value 
of business results, the amount of money in circulation (that is, outside of the 
U. S. Treasury and outside of the Federal Reserve banks, or in private posses- 
sion) does not bear any fixed ratio. Therefore, its validity as an indicator of 
business done is accordingly questionable. It certainly would require close 
similarity of business conditions and business policy before money in circulation 
could be considered as a closely reliable indicator. 

On the other hand, debits to demand deposit accounts show a strikingly reli 
able relationship to actual business results. The above tabulations show the 
variation to be less than one part in forty, or less than 24% percent. Conse 
quently, it is very sound and reliable to predict, for example, that any occurring 
change in debits will reflect a corresponding change in gross national product and 
in other general business results. 

In view of this fact, the gross income tax propos@d in H. R. 2446, in terms of 
estimating its revenue potentialities, may be soundly interpreted in the light of 
debits. While there are to be found in debits great areas of business activity 
Which would not constitute sources of revenue for the proposed tax, yet it is 
conclusive that these elements vary in terms of solid relationship to actual busi 
ness results. Therefore, such a tax would, at a given rate of levy, produce a 
revenue closely corresponding to actual economic values. A very short experi 
ence in actual operation would establish a practically exact ratio between such a 
tax base and actual value-producing economic activities. 

sy means of such a revenue device, a predetermined relationship between social 
security benefits as compared to general standards of income and living can be 
permanently established and financed on an automatic basis. This is the essence 
of the ‘Townsend plan. 

Mr. Ex.iorr. We do not believe that continuing to amend, to make 
adjustments every few years, extending coverage a bit every few years 
under the prince iple of the present social-security title of old-age and 
survivors insurance can answer the problem of social security for the 
American people. 

On this count I would like to call your attention to these facts which 
are found in a survey on consumer income distribution by the Census 
Bureau. This report shows that in 1952 the total money income of all 
persons 14 years of age and over figures out to an average of $180 a 
month in 1952, almost $2,200 a year; the average amount of money 
that this country spends on the income, the living of the people over 
14 years of age, the most that can possibly be called the adult popula- 
tion of this country. 

Gentlemen, alongside of that and by contrast, the average person 
65 years of age and over mn that year of 1952 who had income—remem- 
bering that a little over 25 percent of them by these actual surveys had 
no money income from any source—but those who did have money 
income, the average person W ith ine ome, age 65 and over, hada little 
less than $75 a month against the overall average of over $180 a month. 

Gentlemen, in that picture the tremendous gap of living standard 
that is reflected by that tremendous inferiority of the elderly segment 
of our population as a group is the gist of the social-security problem, 
that failure. 

Gentlemen, it is our obvious contention, I think, that the present 
act does not tend to better that situation. In the February issue of 
the Social Security Bulletin, Mr. Jacob Fisher of the Division of 
Research and Statistics of the Social Security Administration had an 
article entitled “Postwar Changes in the Income Position of the 
Aged.” 

This is what that article showed: While the total share of personal 
income received by the aged increased from 7 percent in 1947 to 8 per- 
cent in 1952, the aged population increased by 17 percent, while the 
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total population of 14 and over increased by only 5 percent. The net 
result of it all was that the whole population, including the aged : 

a divisor, over 14 years of age in that period from 1947 through 1952 
the total population enjoyed an overall basic income increase of : 
percent. When we pull the aged out of that group, we find aac 
increase was only 29 percent. 

In other words, despite all we have done under social security, the 
1950 amendments which increased benefits 70 percent under OAST, in 
spite of all these great and growing private pension cate life in 
surance, the saving efforts, the investment efforts of the American 
people, in that 5-year postwar period thus accounted for, in spite of 
all these things, the pos! ition of the elderly people actually deterio 
rate d as compared to the adult popul ition in gener: al. 

Gentlemen, when we turn to the Townsend plan, it is a matter of 
this: On the basis of that same consumer income distribution survey, 
we analyze the thing this way: In those surveys we can figure out by 
direct analysis just how mue ‘hi income the elderly people as compared 
to the other people of the Nation actually have. Our findings are that 
the people 65 and over, in order to have parity or to be in the same 
fundamental overall average income position as the general adult 
population, would have needed about a billion and forty three million 
dollars a month more than they had in that year of 1952. Your 
present Social Security Act only provided under titles 1 and 2 total 
benefit values of approximately $259 million a month. 

The sum and substance of it is simply this: that the Townsend pro 
gram is designed to fill that gap on its own, regardless of the present 
social-security program, as a total substitute for it. It adds up this 
way; here is the picture: Our analytical studies, which are part of my 
statement, have shown us that the average mon thl5 revenue yield of 
the tax proposed in H. R. 2446 at the rate of 2 percent would have 
been about $2,305 million monthly in 1952. Sub tractinge the figure 
of $1,021 million monthly from that total revenue figure, which would 
have gone to other beneficiaries than those 65 years of age and over, 
that would have left $1,284 million monthly to be distributed among 
this group 65 and over on whom we have these specific comparative 
income distribution figures that I have just outlined. 

We saw that the $1,043 million a month lack of income by the 
group 65 and over would have been covered by the Townse nd plan 
with an apparent surplus of some $241 million monthly by the opera- 
tion of the specific program provided for in this bill. The gap would 
have been filled. There would have existed no social-security pro- 
gram any more in this country. They would have been brought to a 
living standard, an income standard, which would put them in this 
position. 

As a total group they would have been on essential equality with 
the overall adult population from the younger teen-ages on up the 
line through the higher levels of life to the old-age group. They 
would have been brought to that level. Also. instead of approxi- 
mately 25 percent of them having no money income toms any source 
whatsoever, there would have been none of them living on less than 
this Townsend plan benefit, which, in the analysis summarized finally 
on page 13 attached to the statement, would have been close to $130 
a month as compared to an overall per capita income in 1952 for all 


570 SOCIAL SECURITY ACT AMENDMENTS OF 1954 


the people of all ages from the baby in the cradle right to the grave 
of over $136. 

We hold it is not unreasonable. We hold the solution of the prob- 
lem for the American people means accomplishing that. The ele- 
ments of costs are actually irrelevant. No matter how it is ever done, 
publicly or privately, if it is ever done otherwise, it will cost exactly 
the same thing. We are able today to measure just what the prob- 
lem totally is. It ends up as a ms itter of decision for Congress, gen- 
tlemen. Weare either going to do it or we are not going to solve this 
problem for the American people. It is clear the American people 
want it solved; not in a partial sense, not in the next 500 or 100 years, 
but with dispatch and now. 

We submit to you here the authentic, concrete evidence that that 
problem can be so solved and solved with dispatch. 

Thank you very much. 

Mr. Mason (presiding). We thank you for your eloquent and brief 
statement in addition to your formal one covering the Townsend plan. 

Mr. Goopwin. Mr. Chairman, may I venture the observation that 
we have given an hour and a half to some very fine dissertations on the 
philosophy behind the Townsend plan. Now we have here the econ- 
omist and statistical analyst who I assume would, if he had the op- 
portunity, tell us orally instead of being compelled to put a statement 
into the record, something which I think is what all of us are more 
anxious to know than anything else, and that is the workability of the 
Townsend plan. 

All of us, I suppose, have in our districts these thousands of 
individuals who believe in it. ‘They are tremendously sincere in that 
belief. I can. think of so many of these elder citizens who have now 
gone along into the sunset years of life, and I have come to feel that 
one of their glories is their steadfast and unswerving faith in the 
Townsend plan. I have difficulty in arguing with them. I say to 
them that I would like to know more than I have been able to learn 
yet about the workability of the plan, its soundness. 

The answer is always exactly what our eminent friend here, Dr. 
Townsend, said in effect, this morning. To raise that question is 
nonsense. This is what they say to me, “Congressman, you don’t 
have to worry about whether or not this is sound; it has all been 
worked out.” 

Now this gentlemen, I assume, will give use the facts in his state- 
ment—and I am glad it is going into the record although I wish it 
might have been presented in person. 

Mr. Mason. Mr. Goodwin, Dr. Townsend, and the treasurer, Mr. 
R. C. Townsend, have given us complete statements covering not 
only the philosophy of the Townsend plan but its workability. Mr. 
Elliott here, the economic consultant, has in a brief statement epi- 
tomized or summarized those two statements. His testimony will be 
completely in the record and will be taken into consideration when 
we are in executive session. It will not be overlooked. So I feel 
that in fairness to the other two witnesses that we must limit the 
time at this stage of the morning’s program. 

Thank you again, Mr. Elliott. 

Without objection I will have inserted in the record the statement 
of Mrs. J. A. Ford, director of the Townsend Legislative Bureau in 
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Washington, and a letter from the Honorable Augustine B. Kelley 
of Pennsylvania. 
(The statement and letter referred to follow :) 


STATEMENT OF Mrs. J. A. Forp, DIRECTOR OF THE TOWNSEND LEGISLATIVE BUREAU, 
WASHINGTON, D. C 


In varying degrees, all American workers have shared the prosperity of the 
postwar years. Retired old people have been left to share the poverty of old-age 
benefits averaging under $50 a month For them, the boom was a bust from the 
start. 

Through collective bargaining, through working longer hours, through seek 
ing better jobs, the laboring population bettered its standard of living year by 
year. Living on fixed pensions, dependent entirely on the mercy of Congress 
and State legislatures, senior citizens of the Nation ere left far behind 
Wretched to begin with, their economic position relative to the rest of the 
Nation’s deteriorated year by year. Amendments to the Social Security Act 





served to slow the process of deterioration for some of them, but never reversed it 

Now Congress sets out again to revise the Social Security Act in accordance 
vith the pledge of the administration to extend and improve it Examining 
the proposals for social-security revision which the administration has offered 
Congress, one is forced to this conclusion: This is a program for improving 
social security for the benefit of those who quit work in the f it offers 
little to those who already have retired. Today's workers may to attain 
the maximum primary benefit of $108.50 proposed lLlowever, he me 
comes for these benefits to be received they will be of no greater value than the 
present benefits are today: maybe less Those whose working days are alread 


over are denied it. The sum presumably was chosen as representing a reason 
able level of old-age security, which it does not, but it is an admission that 
current benefits are too low by far. In denying the maximum to the present 


aged, the administration puts itself in an unenviable position. It tells the aged 
that it is recognized that their benefits are inadequate, but action will not be 


taken to make them adequate. 

What will the present OASI beneficiaries gain from this program if it is 
enacted? Most of them will receive no more than $5 or $10 more a month rhe 
average benefit will rise to $55 or S60 a month. Is this “an important and 
constructive step” in helping the Nation’s aged, as Mrs. Oveta Culp Hobby, 
Secretary of Health, Education, and Welfare, told the House Ways and Means 
Conimittee it would be? Mrs. Hobby acknowledged that thousands of bene- 
ficiaries are receiving the minimum payment of $25 a month under the present 
law. Few draw the present maximum of $85. ‘These benetits are too low under 
today’s conditions for old-age and survivors’ insurance to fulfiill its purpose,” 
she said. And so, too, will be the new scale of benefits proposed in the admin- 
istration’s program as embodied in H. R. 7199. 

As in the case of proposed new benefits, so also is the plan for extended 





coverage written for today’s workers to the exclusion of today’s aged. Coverage 
would be extended to some 10 million additional persons employed or self 
employed. Sut more than 5 million members of this g of aged would 





remain objects of grudging charity under old-age assista “As the OASI 
assumes more and more of the load of supporting our aged population, the need 
for old-age assistance payments by the States should diminish,” Mrs. Hobby 
nformed the Ways and Means Committee. True for the future, but what of 
the present? The old people who through no fault of their own were denied 
old-age and survivors’ insurance when the system was adopted continue to be 
shut out from its provisions. To be sure, the need for payments to them will 
diminish, but only through death, under the administration program and 
meanwhile they will continue to live nnder the de; li 
test and receive assistance averaging as little as $26 a month in the poorer or 
less generous States. 

Let’s don’t call this program an improvement of old-age security, but instead 
a promise of improvement for today’s workers and a continued rejection of 
today’s aged. 

This program is discriminatory. It discriminates against one large group 
by denying them Federal benefits while granting these to others no more worthy, 
no more deserving. It discriminates against both groups in favor of those who 
will retire in the future. 


shadow of the meunns 
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Is this fulfillment of the promise given by President Eisenhower in a cam- 
paign speech (October 18, 1952) to make the social-security system ‘“‘fair to 
all’? If a social-security system is to be fair to all, it must meet certain 
obvious requirements: 

It must provide pensions for all aged without discrimination. 

It must provide equal pensions for all. 

It must provide adequate pensions for all. 

The Townsend plan holds these requirements to be self-evident. It alone, 
of all pension proposals before Congress, would meet each of these requirements. 
The administration program meets none of them. 

Congress will not solve the problems of the present aged by adopting this 
program. It will not, in fact, even ensure a sound retirement program for 
the aged of tomorrow It is impossible to predict what tomorrow’s needs will 
be. Under the Townsend plan guesswork would be eliminated through the device 
of the 2-percent gross income tax, which would continually adjust pensions to 
the cost of living and to future standards of living. 

Social security is a noble concept. But when the machinery provided to 
operate it is inadequate, it becomes a mockery. 

Those who retire under a system with benefits frozen by law are always at 
the mercy of inflation. Today’s generation of old people learned this lesson 
the hard way. Workers of today can be spared the risk of similar hardships by 
adoption of the flexible Townsend plan in place of our present rigid system of 
fixed benefits. 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., ipril 8, 1954. 
Hon. DANIEL A. REED, 
Chairman, Ways and Means Committee. 
House of Re presentatives, Washington, D. C. 

DrarR Mr. CHAIRMAN: It is my understanding hearings on proposed changes 
to the Social Security Act open before your committee on April 10. 

I am deeply interested in this and am anxious particularly to have hearings 
on Dr. Townsend's plan for I believe it has a great deal of merit. It is, I think, 
the answer to many of our shortcomings in the present act. 

Will vou, therefore, kindly see that my views are made a part of the record 
when this legislation is considered. 

With kind personal regards, I am, 

Sincerely yours, 
AUGUSTINE B. KELLEY, 
Member of Congress. 

Mr. Mason. The next witness is Mrs. Agnes G. Shankle, secretary- 
treasurer of the National Pension Federation, and Dr. Thomas E. 
soorde, executive secretary. I will limit you to the 10 minutes 
allowed. 


STATEMENT OF MRS. AGNES G. SHANKLE, REPRESENTING THE 
NATIONAL PENSION FEDERATION, INC. 


Mrs. SuHankie. We were told it was 15 minutes’ time. I have Dr. 
Boorde’s statement, also, and I will tell you why I am reading his. It 
will not go over the 20 minutes. 

Mr. Mason. We have allowed only 10 minutes, Mrs. Shankle. 

Mrs. SHankie. The paper which came to me said it was 15 minutes. 

Mr. Mason. If you were notified 15 minutes, we will have to give it 
to you. 

Mrs. Suankir. When one group has an hour and a half and another 
group which is just as old is limited to 15 minutes 





Mr. Mason. Your time iselapsing. It will do you no good to argue 
or protest. We will give you 15 minutes and that is all. 
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Mrs. SHANKLE. My name is Agnes G. Shankle, Mrs. Daniel C 
Shankle, and I represent the National Pension Federation, a national 
group with headquarters at 945 Pennsylvania Avenue NW., Washing- 
ton, D. C I am secretary and treasurer of the federation, and editor 
of the National Pension Guide, our modest oe pension organ, with 
which some of you may be familiar, as we mail it into ¢ vongress. 

Our federation, ep the General Welfare r ederation of Amer- 
ica, Inc., was organized at the request of a large group of Congress 
men, and was headed by yer L. Johnson, an eminent attorney from 
San Jose, and Dr. Thomas E. Boorde, former pastor of the Temple 
and the Anacostia Baptist Churches, in Washington, D. C 

Many Members in the present Congress are familiar with the efforts 
of these two gentlemen to promote better pension legislation for our 
senior citizens. 


We have tried respectfully and consistently for 17 years to show 
the justice of universal coverage, the elimination of the means test 
with its ease worker svstem a d to show the fairness ot legislation 


which would provide old age protection for those who are not able to 
qualify under either the old-age and survivors insurance or the old- 
age assistance programs of the Social Security Act. 

Dr. 30orde had expected to be here today and to o}) e his testimol! V; 
as he has done through the MATS. but he has been critic: ally ill inh 
Sibley Hospit: al, which accounts for his nonappearance 

In discussing H. R. 7199 today, our federation woul l not minimize 
the forward step in the old age and survivors insurance program 
which liberalizes many of its present provisions. 

The proviso which will bring under coverage between 10 and 11 
million additional persons who are not now eligible marks a brisk 
stride toward the attainment of universal coverage. 

However. we would like to bring to the attention of the committee 
certain facts which we feel cannot be disputed. 

According to figures which I have recently obtained from the 
Department of Health, Edueation, and Welfare. thie social-security 
personnel average for 1954 consists of 14,046 employees who admin 
ister the OASI program. This does not in¢ lude the personne] used 
by the internal revenue for the administration of social security. We 
were unable to obtain this figure as some of the employees are used 
on a part-time basis. 

However, the entire overall cost in 1953 was $65 million paid 
social-security personnel, et cetera, and $26 million paid to internal 
revenue personnel, et cetera, making a total of $91 million for the 
administration of the social-security OASI program in 1953. Inei 
dentally, practically all of the employees administering the old-age 
and survivors insurance progr: am aree njyoy ing the more liberal Fed- 
eral retirement under civil service 

The are now 48 million persons s working in jobs covered by social 
security. Each person’s account has to be-computed in di ividu: lly, on 
the basis of his earnings. This involves bookkeeping of almost fan- 
tastic proportions. 

Adding the accounts of from 10 to 11 million additional persons 
who, under the administration plan would be eligible for coverage, We 
would have nearly 59 million accounts, which would have to be com 
puted individually. This would involve the addition of possibly 2,000 
more employees to handle the vast social security accounting system. 
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Think of it—16,000 e mployees to administer the costly and elaborate 
old-age and survivors insurance program, plus the several thousands 
employed by internal revenue. 

Mr. Chairman, identical bills H. R. 1041, H. R. 4230, and H. R 
1421, introduced by Representative Lane, Massachusetts, and Repre- 
sentatives Tollefson and Westland, both of Washington, would cor- 
rect this situation. A national old-age pension would prove a power- 
ful force in our national economy. The elimination of extended and 
complicated bookkeeping is just one factor for your consideration. 

These Congressmen are appearing next week to testify on the bill. 

While the extension of coverage to approximately 10,500,000 
workers is an admirable proposal, we wish to submit that a large group 
of our senior citizens who attain the age of 65 cannot qualify under 
either the old-age survivors insurance or the old-age assistance pro- 
grams. When many of these workers reached retirement age, the 
social-security system had not yet been instituted, or else their jobs had 
not been covered. 

This group had helped to build and make this country the greatest 
in the world. But because they had not contributed a few dollars 
into the fund, which was then nonexistent or to them inaccessible, they 
have been deprived of any retirement benefits. You may say, “Why 
not State old-age assistance?” Lien laws, relative responsibilities, 
the humiliation of the caseworker system, human pride, all enter into 
the solution of the problem your committee and the Congress have 
to solve. 

Secretary Benson ina recent address defending the administration’s 
agricultural policy said, “No program—no program should be oper- 
ated for the benefit of part of the people.” Of course, he was refer- 
ring to farm subsidies, but is not the social-security OASI program 
operated for part of the people? Are there not subsidies, just as 
glaring, in the social-security program? Yes, there are subsidies for 
the benefit of thousands who have contributed only a few dollars to 
the program and who receive lifetime benefits, in which their annuity 
interest was absorbed after the first month or so of benefit payments. 

May I illustrate the point I have tried to make with case records 
from our files? There is a little lady who lives in Elmira, N. Y. She 
is in her middle eighties. She was a dressmaker throughout her adult 
life. She has a life interest in a tiny cottage. She can get no assist- 
ance, as she will not surrender her interest in her little framehouse. 
She prays that she will be able to make enough money to pay for her 
heat. She has tried to raise her own vegetables and to can some of 
them. With failing eyes, she complains that she could still sew, but 
folks think she is too old and will not trust her work. She cannot 
make enough now to qualify under the OAST program. “Even $50 
a month or less,” she writes, “would be a Godsend. But I doubt that 
we old folks will ever get it. No one seems to care * * *,” 

Then, there is the retired ee in California. He had saved a 
moderate sum through his career, but he has lived beyond his expected 
span of years. A partial invalid, he now has no fixed income and has 
used up most of his savings. The idea of going on assistance is repug 
nant to him. Does anyone believe that he should not be included in 
a program for the aged ? 
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H. R. 7199 provides a new scale of retirement benefits for those who 
have now retired and who will retire under the program in the future. 
The proposal is to increase the minimum benefits from $25 to $30 
per month, or $45 per month for a coup yle. The $5 increase goes well 
up the line. However, those at the top of the list, who are now eligible 
to receive $85 per month, are given the greatest, a $13.50 increas 
making the maximum pension $98.50 per month, or $147.75 ee a 
couple. Mr. Chairman, our federation believes that the little man, 
the one who needs the increase the most, ought to receive the greatest 
increase in benefits. 

President Eisenhower recently said that we are defeating ourselves 
if we use methods that do not conform to the American sense of justice 
and fair play. 

Gentlemen, we believe that the proposed $5 increase for those in 
the lower brackets does not conform to the American sense of ] justice 
and fair play. In fact, it would defeat the very purpose the C ongress 
had in mind when the law was passed for the benefit of our Nation’s 
neediest citizens. We might say it was expected, as the years rolled 
by, that the assistance program would be greatly curtailed. The 
reasoning was, of course, that more and more workers would be 
covered under the OASI program, and thus the assistance rolls would 
be reduced as the generation of elders passed beyond the realm of 
poverty and want. 

While it is a fact that coverage is being extended to millions of 
workers who were formerly excluded, the assistance program is not 
a secondary one by any means. If the minimum payment as recom- 
mended in H. R. 7199 is $30 per month, thousands of workers will be 
forced to seek assistance to supplement their meager pension dole. 
Thus, the assistance rolls will continue to grow, and the Federal Gov- 
ernment, the State, and the administrators of the trust fund, that is, 
the social-security personnel, have a threefold bookkeeping task to 
perform. 

Inasmuch as the niggardly OASI minimum retirement dole con- 
stitutes practically the sole income of a large group of retired work- 
ers, it can easily be seen that thousands of beneficiaries will be forced 
to apply for old-age assistance. 

While on this subject, let me say that the liberal $5 OASI increase 
so beneficiently bestowed upon the little fellow will never reach its 
goal if he is compelled to seek old-age assistance. This amount will be 
deducted from his assistance grant and confiscated by the State, and 
the State will be $5 richer. 

We believe that the elderly citizens in our Nation should be able to 
live their sunset years in dignity and independence. The little man 
has to buy food and clothing, provide shelter and necessities just the 
same as the executive, the top-grade employees, or statesmen. Elder ly 
folks require more medical care than the younger generation, but 
seldom get it. 

We believe that a retirement of $100 per month is skimpy enough 
to expect any person to live on, according to modern standards. 

Mrs. Oveta Hobby recently said that dependence on the Federal 
Government is one of the evils of our times. Howeve r, we hold that 
the health and welfare of Americans is a national responsibility. 
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Back in May 1937, the United States Supreme Court upheld the 
ccaninannas lity of the Social Security Act (Helvering v. Davis (301 
U. S. 619)). This opinion is as applicable today as when it was 
written. Iam quoting a few sentences from the decision: 

Approximately 3 out of 4 persons 65 or over are probably dependent wholly or 
partially on others for support * * *. The problem is plainly national in area 
and dimensions. Moreover, the laws of the several States cannot deal with it 
effectively * * * State and local governments are often lacking in the resources 
that are necessary to finance an adequate program of security for the aged * * *, 
Only a power that is national can serve the interests of all 

There are several other provisions in H. R. 7199 on which I offer 
brief comment: 

Limitation on earnings: While H. R. 7199 has increased the amount 
of earnings permitted after retirement from $900 to $1,000 per year, 
with a more generous method of computation, our federation advo 
cates that all limitation on earnings be removed. 

Disability: It is only just and fair that workers be given the pro 
tection of a “freeze” disability provision. However, if a person under 
OAST is totally and perm: anently disab led—th: at is, if he cannot be 
rehabilitated so that he can ve recommend that the 
OASIT benefits which would aie ons paid at retirement, start after 
the determination of his disability, regardless of his age. 

The 4-year dropout : By the exclusion of the 4 years of lowest earn 
ings, millions of persons would benefit. We have often wondered why 
a more realistic plan is not applied to the yo mnpg of OAST a 
counts. Civil service retirement is based on the best 5 years of earn 
ings. To average earnings over a long period of vears seems to us 
discrimination against the worker who has paid into the system for 
the greatest number of years. 

Inequities: The maximum contribution in taxes possible to the sys- 
tem since its inception in 1937, through 1953 by a single individual, 
is approximately $550, and the employer’s contribution would raise 
this amount to approximately $1,100. The maximum OASI retire- 
ment, under the present system, is $85 per month for an individual, 
plus half of this amount for his wife at age 65, or $12 7 50 for the 
couple. 

In 1 year this beneficiary would receive $1,020 social security retire- 
ment for himself, plus half of this amount for his wife at 65, making 
a total of $1,530 OASIT retirement for the couple, for the rest of their 
lives. If the breadwinner should die, his widow would receive $63.75 
for life, in addition to a death benefit of $255. This is a nice invest- 
ment on an outlay of approximately $550. 

Under the present law, many workers are now enjoying the maxi- 
mum pension of $85 for life ($127.50 per couple), who have con- 
tributed a total of only $81 in taxes to the OASI system. The mortu- 
ary benefit, of course, to this group is $255, payab le immediately. 

The information we have just given re fee to the maximum pension, 
under OASI, unless there are dependent childreri under 18, or de- 
pendent parents. The average OASI pension is around $50 per 
month. Many recipients of a $50, or less, retirement pension have 
contributed far more to the fund than others who are receiving the 
maximum $85 OASI retirement. 

A national pension, universal coverage: The late Senator Taft in 
Senate debate on a pay-as-you-go svstem in the 81st Congress thought 
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that a universal pe ee could be worked out with very little more cost 
to the Government than it is paying under the present system. 

Millions of dollars from Federal funds are now poured into the 
treasuries of the re spective States for old-age assistance grants. The 
caseworker system necessitates the emp yloyment of thousands of em 
ployees to administer the program. Pe ‘rhaps some of the Federal 
funds now used in the State programs could be appropriated to 
blanket in and give OASIT coverage to those who are not now eligible. 

If OASI and OAA were converted into a single system, and our 
senior citizens or long-time residents were cviven retirements at age 
65 of not less than S100 per month, there would be no weakening of 
our national economy. We would not lose the confidence of our people. 
We would gain the respect and endorsement of fair-minded people 
throughout the Nation. There would be an era of prosperity in oul 
country, such as has never before been enjoyed. Our senior citizens 
would enjoy better living conditions. Their money would be spent 
for food and e ‘lothinge, as well as for other necessities of life: the wheels 
of industry would turn and unemployment would be reduced to 2 
minimum. 

President Eisenhower, in his address to the Nation on April 5, 
emphasized the strength of our country. He said 

I know it is the most productive nation on earth, that we ure richer by any 
standard of comparison than is any other nation in the world. I know that we 
have great military strength, economic, itellectual, but I want to call your par 
ticular attention to spiritual strength. 

He urged that we value the spiritual things our Founding Fathers 
had in mind when they founded this country. 


For example— 
he said— 
the things that were stated in the Bill of Rights, the things that announce the 
rights that every single individual has in this country; his equality before the 
law * * * 

Yes, his equality before the law; the little man; the old man and 
woman who in their prime have helped to make our country the 
greatest and richest nation in the world: all of America’s old folks 
have a right to expect the same consideration, measured by the same 
yardstick. If spiritual values are considered in mapping out a 
program of equality for our senior citizens, there will be no second 
class oldsters who must exist under substandard living conditions in 
the richest and greatest Nation in the world. 

Mr. Mason. Thank you for your testimony. 

The next witness is Mr. Austin F. Hancock, the chairman of the 
American Heritage Protective Committee. 

Mr. Hancock, we allow you 10 minutes, unless you can show us that 
you were promised 15. 


STATEMENT OF AUSTIN F. HANCOCK, CHAIRMAN OF THE 
AMERICAN HERITAGE PROTECTIVE COMMITTEE 


Mr. HANCOCK: | do hot know how much time | should have. I can 
take 10 minutes. 

Mr. Mason. A lot of this is repetitious, of course. 

Mr. Hancock. Not all of it. 
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I am pleased to appear before your committee to unfold old-age 
and survivors insurance—social security as presently administered and 
as proposed by President Eisenhower and Mrs. Oveta Culp Hobby, 
Secretary of the Social Security Administration—including social 
security, 20 billion, a so-called trust fund. 

President Eisenhower, per press release, proposes to include over 
10 million more social security compelled payers, consisting largely 
of the following occupations : lawyers, physicians, dentists, osteopaths, 
chiropractors, naturopaths, Christian Science practitioners, optom- 
etrists, veterinarians, professional engineers, architects, funeral 
directors, fulltime accountants, self-employed farmers, clergymen on a 
group voluntary basis, and others. 

President Eisenhower also proposes to have all compelled new and 
old employers-employees to pay 2 percent each of the first $4,200 gross 
earnings of 4 percent total or $168 per year with 3 percent on $4,200 
for self-employed. Other multiplied millions with gross earnings 
equaling 50 percent of $4,200, or $2,100 yearly, they and their employ- 
ers would pay $54 per year. 

That $84 will purchase annually benefits regardless of age in a 
legal reserve life insurance company a total of $1,800: Hospital room, 
up to $10 per day, 180 days; $300 surgical fees; $50 ambulance ex- 
penses ; $5 nurse expenses; $10 first-aid accident; $75 maternity bene- 
fits ; plus other benefits, including a group family life burial policy for 

family of 2 up to 10, averaging more, regardless of age, than social 
security lump-sum death payments now reduced to $75 minimum, $255 
maximum payments. 

Mrs. Hobby (per press release, Washington, January 15, 1954), 
Secretary, Social Security Administration, stated that she will rec- 
ommend that social-security payments be increased in 1960 to 5 per- 
cent total for employers-employees, and 31% percent for self-employed. 
Unless Congress freezes present social-security payments, social secu- 
rity compelled payments will increase in 1970 to 614 percent for em- 
ployers-employees and 41 percent for self- employed, as against the 
original passed bill of 1 percent for employers—1 percent for em- 
ployees on the first $3,000 gross income, with no payments then re- 
quired for self-employed. 

Socialism : Social security as now administered, and as proposed by 
Eisenhower and Mrs. Hobby, spells socialism in the extreme for the 
most complicated, indefinite, expensive so-called plan of insurance ever 
conceived or ever originated, as will be hereinafter proven by facts and 
figures, showing some 90 percent of all social security compelled 
payers have never collected or will ever collect 1 cent, as now admin- 
istered or as proposed by President Eisenhower. 

Lump-sum death payment: The only definite thing about social 
security, for some 90 percent of social-security payers and their de- 
pendents as now administered, are lump-sum death benefits, now 
ranging from $75 minimum to $255 maximum. Death lump-sum pay- 
ments were for some 15 years $132 minimum and $366 maximum. 

Working girls: When the multiplied millions of wor king girls get 
married—most. all do—they and their employers gener: lly “Jose all 
the millions they have paid into compelled social security. Multi- 
plied millions of working girls upon marriage come under their hus- 
band’s social-security card; the only exception being that should such 
working girl’s card show a larger social-security credit than her hus- 
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band’s, she has the option to elect to take credit under her card. These 
are nearly all exceptions, because if the husband is covered under a 
social-security position, he is generally older than his wife, has re- 
ceived larger wages, has larger credits than his wife. Social-security 
credits and wages as such cannot be cumulative. There are maximum 
legal limits calculated upon the wages of worker with certain wife’s 
benefits plus _— nts. So generally speaking, all the payments 
previously made by such working girls and their employers are lost 
so long as they remain married in legal wedlock subject to all othe 
ins and outs of social security. 

Those millions of working girls who will never collect 1 cent, in- 
cluding their employers, should be repaid at age 65, or to their heirs 
or assigns, all the hundreds of millions they will now lose, compounded 
at 214 percent semiannually. Should free-enterprise insurance write 
such a policy, they should be legislated out of business. 

Working wives: The above outlined conditions as regards working 
girls now equally apply to working wives who are legally married to a 
worker (husband) who Is under compelled social security. We can 
find nothing in the law where the husband is benefited through the 
wife’s card and wage credits in behalf of the husband unless the hus 
band is a dependent; even though the husband has, or never will, work 
under a social security position. In such cases, the wife’s social 
security credit would, plus any benefits, flow to her after age 65, or 


to her dependents, if a Generally speaking, working wives will 
lose out, sub ject to the ins and outs of social secur! ty. 
Do employers, emp Rcae se lf-emp! oved want help, or do they 


prefer to allow compelled socialism to continue to travel in seven 
league boots in our United States of America ‘ 

Yes, social security is the most indefinite, complicated, expensive 
insurance, as now administered and as Eisenhower proposes, ever 
known or ever conceived. 

Recommendation: Pertaining to old-age and survivors insurance— 
socia! security. 

The American Heritage Protective Committee, with its some 6,000 
members, contributors, and supporters now recommends the follow 
ing, pertaining to social security, as now administered and as pro 
posed by P reside ont Eisenhower: 

That before any action is cia by your committee, you demand 
of Congress that a thorough examination and audit be made for a 
complete examination from the date social security became effective, 
January 1937 to and including December 31, 1953. 

That such an examination shall show the total administration 
expense, the average rate of interest on the so-called trust fund— 
how the proceeds of the now 20 billions so-called trust fund as of 
December 31, 1953, was spent and for what purpose. We have never 
heard about C ongress having caused such an examination. 

All free e nterpr ise insurance e ¢ ‘ompanies and thei operations are 
tencuentiy examined by the various State insurance departments to 
protect and safeguard the interest of their some eighty millions of 
policyholders. 

That such examination should show how the so-called trust 
funds, I O U’s, or any proceeds therefrom have been spent—within 
or outside of the United States or its seven territories. ‘Trust funds 
are sacred funds. 
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That such an examination shall show how social security has 
been, or is now entwined with that communistie infested United Na 
tions, including the proceeds and expenses of all borrowed so-called 
trust funds. 

The Social Security Bulletin, October 1952, gave quite an 
account of how social security was then entwined with that United 
Nations. 

7. That Congress pass a law to the effect that no part of social 
security trust funds or any proceeds, ¢ or any borrowed proceed, can 
ever be used or spent outside the continental boundaries of the United 
States. 

That present lump sum death payments as now administered and 
as may later be administered be increased 100 percent—now ranging 
from $75 minimum to $255 maximum. This will be the only help to 
the estates of millions who will pay compelled social security for 10, 
20, 30, or 40 years prior to age 65. 

That employers, self-employed not doing an interstate business 
directly or indirectly, should not be legally required to pay social 
security for themselves or their employees, except ona voluntary be asis, 
unless the State in which the A" reside has leg ally complied by proper 
State legislation pertaining to compelled F ederal social secur ity. 

10. That should directly and equally apply to millions of house- 
Ww Sgt others not doing an interstate business directly or indirectly. 

That, if, and when social security compelled payers, including 
tate employers and self- employed, become totally disabled for 3 
months or more after having paid social security for 10 years, then 
such social-security payers, employers or self- -employed, shall be paid 
the same benefits as they would then receive at age 65. That such pay- 
ments continue to apply to totally disabled so long as such total dis- 
ability shallcontinue. To prevent fraud pertaining to total disability, 
that the social-security authorities shall require two licensed physi- 
cians, other than social-security’s payer’s physician, to certify monthly 
as to such payer, employer, or self-employed’s total disability. 

That all social-security benefits, now and hereafter payable, 
shall be increased 50 percent upon retirement. 

That all social-security payers, regardless of age after 65, who 
may choose to retire, then in that case their retirement benefits shall 
not be affected directly or indirectly. 

14. Our experience over the years has proven that more than 75 per- 
cent of all social-security payers now have little or no confidence in 
social security as now administered. 

15. Social security should be administered by the various States and 
under State legislation rather than by the Government out of Wash- 
ington. 

16. That Eisenhower now proposes (as previously outlined) to 
bring in over 10 million more compe ‘lled social-security payers. Some 
9) percent of the 10 million will have gross earnings of over $4,200; 
hence, Eisenhower's plan should produce some $1,840 million more 
compelled payments. 


$4,200 times 4 percent yearly : ; . an $168. 00 
$16S at 3 percent compounded yearly, 10 years _.. 2,009.78 
$168 at 3 percent compounded yearly, 20 years 7 4,514.16 
$168 at 3 percent compounded yearly, 30 years 7, 992, 60 
$168 at 3 percent compounded yearly, 40 years _.. 12, 667.30 
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F and G Government bonds yield : > percent compounded semilan 
nually. Millions will pay soci: al se ‘urity 10 to 45 years before age 65. 
Millions will die before 65, millions will never retire, millions will 
never collect 1 cent. 

American Mortality Experience Tables, Life Insurance (1953) 
Facts Book. 

The above-mentioned book, published by the Institute of Life Insur 
ance, 488 Madison Avenue, New York, contains 107 pages of all life 
nsurance companies doing business in the United States, including 
social security, as well as the consolidated American Mortality Experi 
ence Tables of all Life Insurance Companies. Copy of the above 
mentioned book is free upon request, It shows as of December ake 
1952, 40.138 percent of all people die at or before age 65. It also shows 
there were as of December 31, 1952, 91 million living persons with 
social security wage credits, which were obtained from the Social 
Security Administration, which proves that 40.13 percent of the 91 
million living workers, or 36,400,000, will die at or before age 65. So 
those 36,400,000 will lose out as social security is now administered or 
as proposed by Eisenhower. 

At age 66 13.71 percent are out; at age 67 47.65 percent are out; 
at age 68 52.00 percent are out; at age 6) 56.76 percent are out; 
at age TO O61. gy percent are out: at age 71 67.67 percent are out; 
at age 72 73.73 percent are out; at age 73 80.18 percent are out; 





at age 74 87.03 percent are out; age age 75 94.57 percent are out. 

The above is the draft; that 1s the rationing. The above helps to 
prove indefinite social security as herein unfolded. 

Let us go on. December 31, 1953, the social security so-called 
trust fund had $20 billions. I was told that verbally. At least $10 
billions should be deposited (from whence it came) in the thousands 
of savings and loan associations that pay 3 percent compounded semi 
annu: lly, and thousands of commercial banks that would, no doubt. 
pay 21% percent compounded annually. E and G Government bonds 
pay 3 percent compounded semiannually. Ten billion dollars com- 
pounded at 5 percent annually would equal in 10 years $3.460 million, 
or nearly $1 billion more interest than the so-called trust fund has 
earned in 16 years. 

Moreover, by distributing the rapidly increasing social-security 
trust fund, it woul | ore at ly he Ip thousands of local communities across 
the Nation and bring back billions of dollars to communities from 
which social-security trust funds originate—all now centralized and 
socialized in Washington. 

Eisenhower’s health reinsurance: Eisenhower’s health reinsurance 
scheme per press release proposes to cure such chronic diseases as 
arthritis, cancer, heart ailments, et cetera, through some kind of 
reinsurance of free-enterprise insurance companies appears to be 
sheer imagination with a Government appropriation of $25 million 
as a starter 

In the first place, free enterprise life, accident, and health insur- 
ance companies, rightly managed, do not need any Federal Govern 
ment reinsurance inexperienced, political, Federal aid, directly or 
indirectly. Private free-enterprise insurance companies can obtain 
all the reinsurance they require among long-established connections. 

Life insurance consolidated figures, 1948: The consolidated figures 
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of 405 legal reserve life insurance companies doing business in the 
United States as of December 31, 1948, including 640 fraternal non- 
legal reserve life companies, had in force $212,017,871,259, with $61 
billion of admitted assets with over $4,200 million net surplus. 

Life insurance, December 31, 1952: December 31, 1952, per Insti 
tute of Life Insurance, had total life insurance in force equaling 
$276,591 million, including group life. The average policy in force 
was $1,265. Death benefits were $1,833,464,000 in 1952. Investment 
income equaled $3,193 million in 1952 


Total State taxes and fees, 1952 ; és $220, 000 
Federal taxes, 1952_-- ss icicbsdlociacheacnlchd j = sé nd 125, 000 
Total taxes, 1952 P 345, 8SS 


Total premium income, 1952 9, 883, 000, 000 


Dr. Arthur Altmeyer, former Chairman of the Social Security 
s3oard: Dr. Altmeyer gave out a Washington press release on August 
24, 1946, in which he said, “He and other social-secur ity experts pre- 
dicted that the so-called trust fund, then $7,641,428,000 on June 30, 
1946, will begin going into the red in 12 to 15 years unless the levy is 
increased.” Dr. Altmeyer then recommended a 6-percent levy on the 
first $3,000 income of every employee and 6 percent on every employer, 
or 12-percent total then paying compelled social security. The pay- 
ments were then 1 percent for employers, 1 percent for employees, or 
2 percent total on the first $3,000 income. 

Oscar Ewing, former Social Security Administrator: Oscar Ewing, 
former Social Security Administrator, May 1952 (6 years later) 
stated before the New Jersey A. F. of L., per press release, “that the 
face value of old-age and survivors insurance program then amounted 
to $200 billion.” 

There is no face value in social security or life insurance other than 
life insurance cash surrender or paid-up values until claims fall due. 
The $200 billion is more than all the taxable property in the Unite 
States after deducting the Federal debt, hs a Federal deficit. 

. The above representations by Dr. Altemeyer and Oscar Ewing were 
gross misrepresentations and may have then been believed as the 
truth by n illions of social secur ity compe ‘lled payers. 

More about social-security “outs”: When present social-security 
payers retire at age 65, and should earn over $75 per month, then their 
social-security retirement becomes null and void so long as they earn 
over $75 per month. 

Eisenhower, under his plan, proposes per press release that retire- 
ment benefits shall not be affected unless such retired social-security 
payer earns over $1,000 per year, or $83.33 per month. As before 
stated, those who choose to retire or are compelled to retire, then 
their retirement benefits should not be affected directly or indirectly. 

Important: If Eisenhower’s plan becomes law to include more than 
10 million more compelled social security payers, including t percent 
on first gross earnings of $4,200 of employe rs-employees, plus 3 percent 
for self-employed, of all compelled social-security payers (estimated 
80 million) then social security will collect more than all the life- 
insurance companies doing business in America collected in premiums 
in 1952, caleulated on present wages and salaries of all social security, 
some 80 million payers. Less than 15 percent of all social-security 
card-carrying members, including their dependents, will never collect 
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| cent as social security as now administered, or as is proposed by 
President Eisenhower. 

Billions increased life insurance, preventing lapsing of policies: 
After I spent over 7 years in hospitals and infirmaries, having con- 
sulted some 50 of the best and leading physicians obtainable across 
the Nation, I was cured of all of my many p yhysic al ailments, except 
chronic arthritis, which is wholly incurable. 

Prior to my unfortunate physical ailments, I spent some 40 years 
almost exclusively in an executive and manage ial e« untrywide ca 
pacity in all kinds of insurance, including ac ak fire prevention, 
and health research work that directly and indirectly saved many 
lives and many injuries from fire and accident. 

Every college and all schools in America should maintain a sep 
arate department to teach our youth accident, fire prevention, and 
health research, supported by experienced, trained instructors. 

Some t years ago Ll recommended in booklet form how life-insurance 
companies could increase their business billions of dollars, prevent 
lapsing of millions of policies, and to improve the health and welfare 
of their policyholders. 

Per report of Institute of Life Insurance, there were over $829 
million of life-insurance policies that lapsed in 1952. 

Hospitals, infirmaries, clinics: Through the instrumentality of the 
life, health, and accident insurance companies (who are independent 
of the Federal Government), a great needed benefit can be extended to 
their policyholder and prospective policyholder, which would no 
doubt be aided by city and State authorities, including leading physi- 
cians and welfare organizations, by establishing in various communi 
ties independent clinics and hospitals with free medical diagnosis of 
uny ailments, including those on disability, having available the proper 
and latest, most modern medical equipment known to science, with 
their own designated known local specialists, physicians, dentists, and 
nurses to hasten the free diagnosis pertaining to this movement. Then 
the sick and injured should be directed, if necessary, to the best quali- 
fied dentists or physicians for each individual case, and to qualified 
hospitals, if necessary, in regaining their health before their conditions 
become chronic. 

This could be accomplished by the life, accident, and health insur- 
ance companies based upon $1 yearly per thousand of insurance in 
force, in each individual State, as initial working capital. It would 
create an unearned asset to the companies by prolonging the lives of 
their policyholders and prevent thousands of policyholders from 
lapsing their insurance. The plan should be made available to all 
physicians and dentists without the companies supplying their own 
doctors. The funds thus contributed should and, no doubt, would be 
totally nontaxable, as far as State and Federal and city taxes are 
concerned. , 

At $1 per thousand, the life insurance in force December 31, 1952, 
equaled $276,596,000,000, so $1 would equal $276 million applying 
to present and increased insurance, not counting health and accident 
companies. 

Those companies not joining in the plan would be compelled to do 
so as the companies joining the plan would receive preference in new 
and increased insurance. 
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Not practicing medicine: The free plan as proposed must not be con- 
strued as practicing medicine, no more than are the methods used by 
some casualty companies in connection with their injured, as there 
would be absolutely no charge for diagnosing injuries and ailments 
by the best qui alified physicians and dentists obtainable. 

The life-insurance companies should purchase and maintain the 
most modern medical equipment for the free use of local physicians 
and dentists and local health authorities for their sole free benefit. 
Throughout the country, you will find many doctors in towns and rural 
communities who do not have access to, or own the latest X- ray 
machines or the latest modern medical equipment for the proper treat- 
ment of their patients for the sole reason that they do not have the 
necessary funds to purchase such equipment. By cooperating with 

he physicians in such communities, the nearest central offices should 
- made available to the physicians for the good and welfare of their 
patients. 

For the above essential purposes, private homes and private build- 
ings could be used and rented without the cost of expensive buildings, 
and expensive hospitals, as many of those thus treated would never 
have to be confined to any hospital. The great danger to the health 
of our people is due to the fact that the initial cause of their health 
conditions is not analyzed at the very beginning by applying to their 
physicial ailments or their physical injuries. 

It is up to you—and all of us: 


From each according to his ability, to each according to his need 


Thus wrote the Communist, Karl Marx. 

That is the draft, and that is the rationing, called social security 
as has been herein unfolded. 

Under the smoke screen of beautiful phrases, under the catchwords 
of social security, we now see the details of what is happening. I 
have given you my background and am ready to st: say up and be 
counted before any who may suggest that I have been, or am, working 
on behalf of vested interests. My vested interests are, simply and 
solely, the rights of a free born American citizen—such as you, your 
selves are one. 

Exactly as others all over this country of ours—each in his own 
field, it is my earnest desire to inform my fellow citizens of one more 
activity of this alien state that has been brought into our midst to 
stride across our country in seven league boots. Our American Con 
stitution does not give rights to our citizens; it delegates to our Fed 
eral Government. “AI other rights,” says our American Constitu- 
tion, “are reserved to the State or to the people.” 

Most of the employers in our 48 States have their own bonus or 
retirement pensions for their employees. ‘Then we have the March 
of Dimes, community chest, welfare organizations, hospitals, doctors, 
and dentists, et cetera, not now under Federal control, and have suc- 
cessfully regulated free enterprise insurance for over a hundred 
vears. We may regulate the States. Do you think we can regulate 
totalitarian regimes in Washington ? 

The 1944 Supreme Court decreed that elevator operators in a New 
York building are, because they are handling goods from other States, 
engaged in interstate commerce. A New Deal Supreme Court de- 
cision has decreed that milk, produced in Illinois, sold in Illinois, 


my 
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consumed in Illinois, is—because it comes into competition with milk 
from outside that State—subject to the regulation of interstate com 
merce. Farm products, raised and consumed on the same identical 
farm, are now decreed interstate commerce. On June 5, 1944, a 4 to 3 
Supreme Court decision (two Justices not participating) threw over 
board a legal tradition of generations by declaring insurance to be 
interstate commerce. 

Under the Eisenhower plan we—you and I—are now threatened 
to become interstate commerce. 

Under his planned bill, if enacted into law, an officially estimated 
$8 billion will be administered, every single year, to bring the human 
chattels of interstate commerce—wards of an all power ful state. 

Under Eisenhower’s plan, social security if enacted into pas an 
officially estimated more billions will be administered every single 
year, under the smoke screen of beautiful phrases, as further social 
security. 

Some say, some planners are deliberately scheming to socialize, and 
communize, this, our American Republic. Some say the “y are utopians. 
Others accuse them of sheer stupidity. Take your « ‘hoice 

Do you want to pay t or 6 percent of your gross income for a col- 
lectivist state increasingly like that se Ifsame alien tyranny from which 
our forefathers successfully fought to escape? As for me, I am a true 
American. I am going to forever remain American. 

You now have the facts—and the figures. 

This report is for more than information; this report is for your 
action, 

Let your friends know, for their action; let your Congressmen 
know, for their action—what you now think of social security as 
described herein. 

Let us have a “government of the people, by the people, and for the 
peop le.” The people are you and I. 

Communist Karl Marx’s principles simply have no place in an 
American social security. Let’s make it American, and keep it 
American. 

Any newspaper, radio commentator, publication, Congressman, in- 
surance official, writer, or bank are authorized to quote all ; 
part of this report by giving the American Heritage Protective Com- 
mittee full credit. 

I have a supplement here I would like to supply for the record. 

(The material referred to follows:) 


SUPPLEMENT TO REPORT 


] 


Were the ever-increasing 20 billions so-called social-security trust funds de- 
posited, or loaned, to private free enterprise at 3 percent compounded annually, 
it would yield $7,900 million in 10 years. 

Were said 20 billions de posit <1 or loaned at 3 percent compounded semiannu- 
ally it would yield some $8,250 billion within 10 years 

The Social Security Bulletin, January 1954 issue, showed that the social- 
security benefit payments, January through October 1953—10 months—equaled 
a total of $2,209,824,000. The same issue showed total interest, January through 
October 1953, equaled $209,824,000. 

It is impossible for us to reconcile the figures applying to social-security pay- 
ments given out by the Division of Program of Analysis Actual branches in 
Baltimore as compared to the official figures printed in the social-security 
monthly bulletins printed in Washington. Anyway, the total admitted assets, 
$375 billion, of all the American life-insurance companies showed a net interest 
yield in 1952 of 4.3 percent. 
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An authority advises us that only the holders of E, F, and J bonds have the 
right to redeem those series bonds above outlined—meaning those bonds are 
not callable by the Government. Our auditor has advised us that the interest 
on $39,588,807,118 at 3 percent, compounded semiannually, if held for 10 years 
will approximate $13,658,138,456, or over $1 billion monthly. If the owners do 
not redeem those mentioned series bonds the interest compounded at 3 percent 
semiannually will increase the national debt over $25 billion if not cashed in 
20 vears. 

We wonder how many taxpayers and Members of Congress know—have ever 
calculated—how the national debt is increasing from the above bonds alone with- 
out counting some $8 billion yearly interest on the national debt. 


Mr. JENKINS. If you wish to elaborate on your statement, you may. 

Thank you very much for your fine testimony. 

Without objection, we will insert in the record the testimony of 
Mr. Ray Murphy, and a letter from Mr, Oscar Fjarli. 

(The material referred to follows:) 


COMMENTS ON SOCIAL-SecUrtry LEGISLATION PENDING BEFORE THE WAYS AND 
MEANS COMMITTEE OF THE HOUSE OF REPRESENTATIVES 


This memorandum is being submitted on behalf of the Association of Casualty 
and Surety Companies, a national organization representing 112 stock casualty 
and surety companies, many of which write individual and group accident and 
health insurance, It is felt that our views might be helpful to your committee in 
the consideration of the numerous social-security measures now pending before 
your committee. In view of the number of these measures and their similarity 
this memorandum is limited to discussion of broad principles contained in many 
of the bills before your committee without attempting to file specific memo 
randums with respect to each. 


I LGISLATION PROVIDING TEMPORARY OR PERMANENT DISABILITY BENEFITS THROUGH 
A FEDERAL FUND IS UNNECESSARY AND UNDESIRABLE 


The growth of voluntary health and accident insurance in recent years has 


been phenomenal. According to the latest figures compiled by the Health In- 
surance Council, at the end of 1941 there were slightly more than 16 million 
persons in the United States with hospital expense coverage. By the end of 


1952, there were more than 91 million persons with such coverage. With respect 
to surgical expense coverage there were fewer than 7 million persons with this 
protection in 1941. At the end of 1952 over 73 million were covered. Medical 
expense coverage, virtually unknown before World War II, at the end of 1952 
covered nearly 86 million persons. At the end of 1947, the earliest available 
figures, 31,224,000 persons were covered against loss of income due to sickness or 
accident, not including workmen’s compensation or some 2 million additional 
persons covered by State disability funds. By the end of 1952, 38,077,000 were 
so covered, excluding again workmen’s compensation and some 2,500,000 covered 
by governmental funds. 

This amazing growth indicates the ability and desire of the American people 
to obtain this coverage through voluntary means without the compulsion of Fed- 
eral legislation inimical to private enterprise. 

The insurance industry has amply demonstrated over the years its importance 
to the economy of the Nation and its ability to serve that economy ably and effi- 
ciently. It has constantly strived to improve its service and coverage. Its efforts 
should be encouraged, not hampered or destroyed. Compulsory temporary or 
permanent disability benefits through the extension of Federal social security 
or the creation of another Federal fund would, in effect, serve to close to private 
enterprise this vast field of insurance where it has made such tremendous 
achievements. 

Benefits for loss of income due to sickness or accident mtst of necessity be 
limited to such loss. If a substantial part of such loss is paid by a Federal fund, 
the only scope of coverage left for insurance would be the difference between such 
benefit and the income loss. The cost of writing, servicing, and paying such 
limited benefits would, in most instances, be prohibitive. Benefits for such loss 
would, therefore, be restricted to those provided by the Federal scheme which, 
being national in scope, would have to be very limited in amount. These minimal 
benefits would thus in effect become maximum benefits, reducing, instead of in- 
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creasing those to which many of the more than 38 million presently covered are 
entitled. 

The experience of the State of Washington is of interest as having a definite 
bearing on popular sentiment as to the desirability of this legislation. In 1949 a 
aw providing for temporary disability benefits was enacted by the legislature 
Upon filing a referendum petition the measure was placed on the ballot and re- 
jected by the people at the general election in 1950. That measure provided for 
disability benefits payable out of a State fund contributed to by a flat employer 
and employee contribution with the possibility of having employers elect private 
insurance or self-insurance under various restrictions 

Employees and employers covered by State temporary nonoccupational dis 
ability benefit laws have shown an overwhelming preference for insurance com- 
pany coverage in the States where insurance companies are permitted to compete 


with the State fund on a reasonably fair basis. Four States have such disability 


laws, three of which provide for private or voluntary plans most of which are 
insured. In New York as of December 1952, 4,523,000 employees were covered 
by voluntary or private plans out of a total of 4,676,000 employees in covered em 


ployment, and in New Jersey 972,000 out of a total of 1,410,000 were so covered 


Iiven in California, where insurance companies under the law must operate under 
severe competitive handicaps, 1,253,000 employees were covered under such plans 
out of a total of 2,991,000. 

Governmental operation to the exclusion of private et! 
permitted especially where private enterprise has demonstrated its superiority 


erprise should not be 


Il, LEGISLATION PROVIDING PENSIONS AND DISABILITY BENEFITS FOR ALL PERSONS 
OVER SIXTY OR DISABLED 18 UNSOUND 


These measures incorporate the principles of the so-called Townsend Plan 
It is believed that the theory underlying this plan has been generally discredited 
as being economically unsound. <A lengthy discussion of the same, therefore, 
would serve no useful purpose. It may be worthwhile pointing out, however, 
that this form of economic sleight of hand could have serious adverse effects on 
the economic structure of this country. 

To the extent that disability benefits would be provided under any such legis 
lation, the remarks under point I above are equally applicable to these m 
mal tax burden on in 








Specilically, moreover, exception is taken to the addit 


surance companies which this legislation would impose Some of the bills (H 
R. 1436 for example) provide for a 3 percent gross income tax while others 
provide for a 2 percent gross income tax (TH. R. 2446) Presently, casualty 


and surety companies are subject to a Federal income tax at regular corporate 
normal and surtax rates, State gross premium taxes in all States, State income 
taxes in certain States, and a multitude of license fees, franchise, and other 
special taxes. In addition, the laws of a number of States permit municipalities 
to tax insurance operations. These tax privileges have been exercised by a 
number of municipalities. ‘The existing tax burden is heavy and should not be 
increased. 

Certain forms of insurance, such as workmen’s compensation, nonoccupational 
disability and motor carrier liability are required by statute. They are de 
signed primarily for the protection of the beneficiaries of such insurance, in 





jured or sick employees, or injured members of the public. An additional tax 
on such forms of insurance, thus increasing its cost, is particularly undesirable 
Taxation, while burdensome, is sometimes necessary It is completely un- 


justified where it is imposed, as in this case, to support an unsound plan 
It is respectfully urged that legislation providing permanent or temporary 
disability benefits or incorporating the principles of the Townsend plan not have 
your support. 
Respectfully submitted. 
ASSOCIATION OF CASULTY & SuRETY COMPANIES, 
By Ray Mcurpnuy, General Counsel 


DeRipper, La., March 19, 1954 
Hon. T. A. THOMPSON, 
House Office Building, 
Washington 25, D. C. 
Dear CONGRESSMAN: If business this spring doesn’t recover of its own accord 
from its current decline, the President proposes to use tax cuts as a remedy. 
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These would be designed to stimulate sales by increasing the purchasing power 
of consumers. This objective seems sound but the method of achieving it is not, 

True, reducing taxes is one way to raise purchasing power but it also can only 
result in putting the budget still further out of balance, thus increasing the stag- 
gering national debt which already costs about $9 billion in interest payments to 
holders of Federal securities. 

Moreover, tax reduction is no more than a temporary expediency. It might be 
likened to an injection of a stimulant into a patient. The shot in the arm pro- 
duces a brief revival. When the effect wears off, there comes a relapse. The 
cause of the patient’s condition remains unchanged. What should we do then? 
Another shot in the arm? The tax cut remedy cannot be applied again and 
again. The Government cannot afford to provide this kind of medicine indefi- 
nitely. The national debt is already much too burdensome. 

Obviously the wise course is to look for a cure of business relapse instead of 
resorting to quick and costly stimulants each time it occurs 

As the President and his economic advisers recognize, the need is for increased 
purchasing power in the hands of consumers. 

If we are to conserve our economy we must have a plan that will create real 
purchasing power and maintain it. 

Suppose that additional purchasing power is appreciable volume could be 
spread logically among our present low-income channels. Some $30 billion a year 
of new purchasing power flowing naturally in those channels, would go a mighty 
long way toward stimulating additional business in the basic trade channels of 
the country—the grocer, druggist, department and other stores, and the trades 
and professions supplying daily needs. This would stimulate retail business 
clear back to producers and sources of supply. And it would stimulate labor 
employment. 

This expansion of business and employment would broaden and expand the tax 
ficld, enabling governments, local and national, to collect more needed funds with 
a lower taxload on individuals and business. 

I urge that you look into the Townsend plan bill now in Congress is a problem 
of insurance for all citizens against poverty as a result of ill health, accident, 
or old age. 

The Townsend plan is not just an old-age pension proposal. It is a national 
recovery program. The old-age pension proposal is simply the means by which 
national prosperity can be brought about and I am sure all of us would like to 
see old-time prosperity come back to our Nation where men and women between 
the ages of 20 and 60 years of age could be working in full employment. After the 
age of 60 they should retire from gainful employment on a decent pension. 

It is a program to bring about full industrial production for the Nation, limited 
only by the people’s capacity to consume, rather than by their inability to buy. 
It will make jobs for the jobless. 

It is also a program of insurance for all American business against loss of 
customers due to their lack of money or purchasing power. 

So let me suggest that you look into the Townsend plan for national insurance 
and go and sign petition 2 to get the Townsend bill out of the Ways and Means 
Committee onto the floor of the House to be debated and voted on. 

Respectfully, 
OSCAR FJARLI. 


Mr. Jenkins. If there is nothing further, the committee will stand 
adjourned until 10 o'clock Monday. 

(Whereupon, at 32: 15 p. m., a recess was taken until 10 a. m., 
Monday, April 12, 1954.) 
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MONDAY, APRIL 12, 1954 


Houser or REPRESENTATIVES. 
COMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the hearing 
room of the Committee on Ways an: 4 Means, New House Office Build 
ing, Hon. Daniel A. Reed (c oe rman) presiding. 

The CHairmMan. The committee will come to order. 

We are resuming our hearings on H. R. 7199. 

I am very pleased to know that we have with us Miss Loula Dunn, 
director of the American Public Welfare Association, and I am going 
to ask her and Mr. Charles I. Schottland, chairman of the National 
Council of State Public Assistance , to come forward together, if they 
WwW ill. ] am very gli id to we ‘leome you people | nere. 

Mr. Urr. Mr. Chairman, I would simply like to say that Mr. Schott 


land is head of = ie welfare department of ( a fornia, a very able 
director, and I am very happy to have Mr. Schottland here on the 
stand. 

The CnarrMan. We are glad to have you here. You may proceed. 


STATEMENT OF LOULA DUNN, DIRECTOR, AMERICAN PUBLIC 
WELFARE ASSOCIATION 


Miss Dunn. My name is Loula Dun. I am director of the American 
Public Welfare Association, an organization of State and local public 
welfare departments and individuals engaged in public welfare at all 
levels of government. 

A number of departments of public welfare have sent their own 
statements to this committee in order to present their specific positions 
and interests in social insurance and the provisions contained in H. R. 
7199, which was introduced by your chairman, Congressman Reed. 
Mr. Charles I. Schottland, chairman of the National Council of State 
Public Assistance and Welfare Administrators, an affiliate of the 
American Public Welfare Association will join me in speaking for 
the council and the association in support of the principles contained 
in this bill. Our testimony is related to the common denominator of 
thinking among the various State public-welfare agencies and those 
who administer public-welfare programs. 

The American Public Welfare Association endorses and supports 
the improvements in the old-age and survivors’ insurance program 
contained in H. R. 7199. Extension of coverage and ieOpENirowne . of 
the benefits of the contributory social-insurance system have long been 


of deep concern to the me »mbe ‘rship of our association. Throu ivh ex- 
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tensive discussion at local, State, regional, and national meetings, the 
membership of the association has successively and repeatedly adopted 
a number of policy statements in support of extension and improve 
ment of contributory — insurance. ‘These _—s our public wel- 
fare platform, developed in 1945 and reaffirmed in 1947 and 1949; a 
resolution by the associ: ition’ s committee on welfare policy, approved 
in 1949; next steps for action in the field of Federal welfare policy, 
adopted early in 1951; and essentials of public welfare: a statement 
of principles, adopted in November 1952. 

I quote from the two most recent of these police y statements. 

Next steps for action in the field of Federal welfare policy 

The principle of contributory insurance as a means of protecting against loss 
of income due to predictable hazards has not only proved economically sound and 
administratively feasible but is consistent with American traditions of self 
reliance and freedom from the inevitable invasion of privacy inherent in public 
aid. (We therefore recommend) prevention of economic need through a system 
of contributory social insurance which extends to all working people by means 
of benefits paid on a basis of earned right and related to previous earnings, 
adequate protection against loss of income due to retirement, premature death of 
the family breadwinner, or unemployment. 

Essentials of public welfare: A statement of principles: 


Contributory social insurance has proved the best governmental method to 
assure maintenance of income for individuals and their families during periods 
when work is impossible or unavailable for them. Under this system, contribu- 
tions are made during employment which entitled the worker to cash benefits, 
paid as a matter of earned right without regard to individual economic circum- 
stance, in periods when he can no longer work. Social insurance should cover 
all working people, should pay benefits adequate to maintain a decent minimum 
standard of living, and should protect against loss of earnings due to unemploy 
ment, disability, premature death of the family breadwinner, and retirement 
in old age. 

Those are the two policy statements of our association. 

We have consistently testified before congressional committees in 
support of extension coverage, increased benefits, and other improve 
ments in the contributory social-insurance system. The American 
Public Welfare Association wishes again to place itself on record 
favoring the extension of coverage and increase in benefits of old-age 
and survivors insurance as provided in the bill you are considering. 

Because our members have responsibility for the administration of 
public assistance programs, I should like to discuss briefly the rela- 
tionship of contributory social insurance to public assistance granted 
on the basis of individual need. 

No organization coming before this committee is more aware of the 
urgency of extension of coverage and adequ: icy of benefits than the 
American Public Welfare Association. Those who work in public 
welfare offices throughout the country see in their hes-kvdey con- 
tacts with people the insecurity and desperation that inevitably result 
from the lack of protection by contributory social insurance. We 
speak for the public welfare agencies that seek for the people they 
serve coverage poe adequate benefits under an insurance program in 
which they and their employers can participate during their working 
years. We support the principle of contributory social insurance. It 
is the dignity of the individual human being, inherent in contributory 
social insurance, that we cover for every American. 
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Experience has shown that so long as a substantial part of our 
working population is not protected under the contributory social- 
insurance system and so long as insurance benefits are well below the 
amount necessary for a decent level of living, public-assistance costs 
will necessarily be high and will continue to be a heavy burden on 
the general tax base. Public-welfare administrators and workers do 
not look with enthusiasm on large public-assistance caseloads. On 
the contr: iy, we look to the time when contributory social insurance 
and public assistance can assume the roles for which we believe they 
were intended when the Social Security Act was ae in 1935— 
protection of the vast majority under a contributory social-insurance 


system, with public assistance serving as a residual resource for those 
whose needs are not met through social insurance. 
Social insurance cannot fulfill its purpose of reducing public-assist- 


ance loads to the minimum until the largest possible number of em- 
ployed persons are covered and more nearly adequate benefits are 
paid. When most individuals and most situations of economic inse- 
curity beyond the control of individuals are covered in this way, 
public assistance can assume its rightful residual role, meeting unus sual 
situations in a flexible, individual way. Even so, a period of time 
sia dhaaiile ‘hie basic Fevtents are made in the social-insurance pro- 
gram before the full lich of the changes on public assistance can 
take place. We are now seeing the results of the 1950 amendments, 
which extended coverage am 1 increased benefits. We believe. there- 
fore, that 1f the Congress acts now further to extend and improve 
the insurance program, another important step will be taken in 
reducing the need for assistance. 

President Eisenhower, in his message to the Congress on January 14, 
stated that he favored preservation of two basic principles in the 
OASI program. These are— 

1. It is a contributory system, with both the worker and his employer making 
payments during the years of active work; 


2. The benefits received are related, in part, to the individual's earnings 

These principles are embodied in H. R. 7199. We hope that this 
committee will act favorably on this bill. 

Mr. Chairman, that is my statement. 

I would like, if I might, to share the opportunity and ask that Mr. 
Schottland speak also for our organization. 

The Cuarrman. We thank you, Miss Dunn. You have made a very 
fine statement. We appreciate the information you have contributed 
to the committee. 

Now we will be very glad to hear Mr. Schottland. 


STATEMENT OF CHARLES I. SCHOTTLAND, DIRECTOR, DEPART- 
MENT OF SOCIAL WELFARE, STATE OF CALIFORNIA; AND CHAIR- 
MAN, COUNCIL OF STATE PUBLIC ASSISTANCE AND WELFARE 
ADMINISTRATORS, AMERICAN PUBLIC WELFARE ASSOCIATION 


Mr. Scuorrianp. Thank you, Mr. Chairman. 

My name is Charles I. Schottland. I am director of the Department 
of Social Welfare of California, and I am happy to appear before 
the Ways and Means Committee of the House of Representatives to 
endorse H. R. 7199, both in my capacity as director of a State depart- 
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ment of public welfare which has the largest public-assistance pro 
cram for the aged in the United States, and also as chairman of the 
council of State public assistance and welfare administrators of the 
American Public Welfare Association. Our council is composed of 
the various State department heads who for the most part are ap- 
pointed by and responsible to the Governors of the respective States. 

These State directors are the people on the firing line in connec- 
tion with problems of income maintenance for the aged. We are the 
public officials to whom the old people come for help when their income 
stops. We have, therefore, a compelling interest in any program which 
assures continuing income to aged persons. State directors have 
looked with great concern on the growing number of aged in the 
United States who have little or no income or savings. As the number 
of persons over 65 has increased from 9 million in 1940 to 12 million in 
1953, as the average age of our senior citizens over 65 has continued to 
increase, as employment policies and private pension programs have 
resulted in the termination of employment for many older persons, 
as all of these and other factors have produced an increasing total 
number of senior citizens without income, welfare directors have seen 
more and more of the aged depending upon two basic sources for in 
come to purchase food, clothing, shelter, medical care, and other neces 
sary items. These two sources of income are old-age and survivors 

nsurance and old-age assistance. 

The welfare directors of this country have in the past almost unani- 
mously endorsed the expansion of OASI because we believe in and 
support a wage-related, contributory social-insurance program. We 
believe that the ultimate goal of OASI should be (1) the inclusion in 
its provisions of all of the gainfully employed and their dependents 
and (2) provision for a benefit payment which is adequate so that 
all persons past the retirement age may be able to maintain health and 
a decent living standard. 

The impact of OASTI on the old-age assistance program which we 
administer has been increasingly significant. Today there are almost 6 
million beneficiaries of OASI; approximately 2,600,000 recipients 
of old-age assistance, and approximately 450,000 persons in the United 
States who receive both. 

Jecause a substantial number of witnesses have presented complete 
facts, figures, and analyses of H. R. 7199, I shall not attempt to do so 
in this brief presentation; rather, I should like to point out a few 
general facts from the point of view of an administrator of old-age 
assistance. May I use California as a case in point. 

California has 371,000 OASI beneficiaries age 65 or over. We also 
have 271,000 recipients of old-age assistance; 90,000 persons receive 
both OASI and old-age assistance. H. R. 7199 will have an almost 
immediate effect on the 90,000, since it will raise the average payments 
they receive from OASI. But more than that, H. R. 7199 will begin to 
tackle the problem typified by the remaining 180,000 persons receiving 
old-age assistance who are ineligible for OASI. They are not eligible 
because during their working days they were not covered, or in the 
case of the large number of women receiving old-age assistance, they 
never had work experience. H. R. 7199, by increasing coverage, will 
reduce the number of persons who upon reaching 65 are not eligible 
to benefits. 
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In previous years when : os considered expansion of OAST 1 
was made abundantly clear by testimony of public-welfare adminis- 
trators that we feel that the way to reduce the cost of the programs 
which we administer is to maintain the income of the aged through 
i wage-related, contributory s social-insurance system. 

We in State government are confronted with the painful fact that 


1 


urge numbers of our citizenry reach old age without savings, without 


nceome, and in need of fin: un ial assistance. Ag d citizens have become 
restless with the slow erowth of OASI and a relatively low standard 
of relief through old-age assistance. The result has been many move 


nents and pressure org nizations which have attempted to increase 
expenditures for old-age assistance as a substitute for the lagging 
OASI insurance program during the first 15 years of its operatiot 
H. R. 7199 is a step toward remedying this situation. 

So ial insurance anc publie assistance together W l] continue to be 
the major source of income for the majority of the aged, since the 
average citizen who reaches old age does not have any substantial 
savings. In California, for example, the average recipient of old-age 
assistance has personal property with a value of less than $200; 30 
percent have no personal property whatsoever other than clothing and 
personal effects. Only 15 percent have personal property of over 
$600. Since the average age of the 271,000 recipients is 75.4 years, 
opportunities for earning are relatively small. 

Old- age assistance throughout the United States and in California 
has grown st eadily since 1936, except during the past 2 to { years. 
During the eal few years the program has stabilized and this stabil 
ization must be attributed in no small part to the 1950 and 1952 amend 
ments of the OASI program. However, the stabilization or decline 
has been due to a considerable extent to a decline in the proportion of 
men Who are in receipt of assistance. In 1940, approximately half of 
the recipients in California were men and half were women. Today 
only about one-third of the recipients are men and two-thirds are 
women. ‘To state the shift between men and women in another way, 
since 1940 the number of men in receipt of old-age assistance in Cali- 
fornia has increased just slightly over 50 percent; whereas the number 
of women has more than doubled. This would tend to indicate that the 
survivor aspects of the insurance program require further exploration. 

Last month, my department in California spent $18,740,455 on old- 
age assistance. We are, therefore, vit: ally concern i with this prob 
lem and with the passage of this bill (H. R. 7199) because its long- 
range objectives will inevitably result in a eddie ith of our expendi- 
tures. In the meantime, we are prepared to continue public assistance 
for a substantial number of our aged citizens, many of whom will be 
beneficiaries under the OASI bcs also. 

Even with the improvements made by H. R. 7199, the average psy 
beneficiary will not receive sufficient allowance to take care of his 
minimum needs. Unless such OASI beneficiary has other means with 
which to supplement his benefit, he must seek old-age assistance. 

This companion-assistance program is essential and is the most eco 
nomical way of making certain that during the long-term buildup of 
the social-insurance program all persons who are in need will be pro- 
vided with minimum allowance for a respectable standard of living. 


The continuation of the present Federal-State partnership in the 
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operation and financing of old-age assistance will enable OASI to be 
most effective in maintaining the income of aged persons. 

In conclusion, the overwhelming majority of welfare directors and 
the State administration of California favor H. R. 7199 and urge its 
immediate passage. We believe that the American people feel likewise 
and will recognize, with the Congress, that this is another forward 
step in bri iInging secur ity to our aged citizens. 

The Cuairman. Does that conclude your statement ¢ 

Mr. Scuorrnanp. Yes, Mr. Chairman. 

The CuarrmMan. We thank you very much, Mr. Schottland. 

Are there any questions? Mr. Mason will inquire. 

Mr. Mason. Your opening statement intrigued me. You say that 
California has the largest public-assistance program for the aged in 
the United States. My question is, why? Why more than New York, 
for instance, which has a greater population? Why more than Penn- 
sylvania, which has a greater population ¢ 

Mr. Kina. I could answer that, Mr. Congressman. 

Mr. Mason. I do not want Mr. King.to answer it. I want Mr. 
Schottland to answer it. 

Mr. Scuorr.anp. I will be very glad to answer that. First, let me 
disabuse your mind of one answer which many persons around the 
Nation’s Capital believe, namely, that all the aged in the country 
are coming to California. That isn’t true. What is true is that 
everybody is coming to California and some of them are over 65. 

Actually, we have only the national average of persons over 65, 
about 8.4 percent of the population of California. 

Mr. Mason. If you have the national average— 

Mr. ScnorrnanD. Now I am going to come to your question. 

Mr. Mason. Above 65, why is it your old-age assistance is greater 
than the other States ? 

Mr. Scuorrianp. There are several reasons. In the first place, 
during the early operation of old-age and survivors insurance, a very 
large percentage of our people were not covered in comparison to 
the coverage of the eastern industrial States. We are most recently 
becoming an industrial State, and 15 or 20 years ago we did not have 
nearly the industries we have today. 

A second reason is that the various Eastern States have a number 
of provisions which make old people ineligible for old-age assistance, 
such as lien provisions on their homes and other provisions which we 
do not have. 

The legislature of California has not believed that that is con- 
sistent with our idea of what an old-age assistance program should be. 

So it is a combination. First, we are the second largest State in 
terms of number of aged today, next to New York, so we would 
normally be the second largest in this program; and because we are 
more liberal in our provision, we are the highest. 

Mr. Mason. My second question is this: In your testimony you 
say that the number of men has decreased 50 percent, but the numbe r 
of women under the old-age assistance program has doubled or in- 
creased 100 percent. My question is this: Would that not be a good 
State for me to come to when I get old, with so many old women 
there and such liberal provisions ? 

Mr. Scuorr.anD. Sir, many Congressmen are retired there. 
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The CHairman. There will probably be some more. 
Mr. Eberharter ? 

Mr. Exseruarter. Mr. Schottland, I have just one question. Did 
the Council of State Public Assistance and Welfare Administrators 
take a position wit hrespect to provision for permanent and total 
disability benefits ¢ 

Mr. Scuorr.anb. In connection with that provision of this bill ? 

Mr. Expernarter. We do not have in the bill provision for permanent 
and total disability benefit payments. 

Mr. ScHOTTLAND. | thought you were referring to the freeze, 

Mr. Epernarter. Not to the freeze. I am referring to what has 
been talked about a good bit, total and permanent disability benefits. 
Did that subject come up? Was any decision made on it¢ That is 
all I want to know. 

Mr. ScHorrianp. Yes; we did have a decision on it. I think Miss 
Dunn included that in her presentation. 

Mr. Enernarter. I am sorry, I did not notice that. I was going 
to ask her that question, too. 

Miss Dunn. Congressman, it isa quote from a policy statement we 
have, which is the second quote in this statement to you, where we 
include disability insurance. 

I might say that we have taken the position that we do believe in 
disability insurance, if you want a specific answer. 

Mr. Eseruartrer. That is what I wanted, Miss Dunn, because in 
your statement it seemed to me to be inferred but it was not quite 
definite enough. But you say they definitely took the position 

Miss Dunn. You will find it written in our policy statements, and 
we testified at the time of the hearings on H. R. 6000 in favor of dis 
ability insurance. We accepted disability assistance to the perma- 
nently and totally disabled, a category of public aid, as a second best. 

Mr. Esernarrer. Thank you very much. 

The Cuairman. Mr. Sadlak will inquire. 

Mr. Sapiak. First of all, Mr. Chairman, I have a request that at 
this point in the record there be inserted a letter from the Commis 
sioner of Walfare of the State of Connecticut, who called me at my 
home in Connecticut yesterday, which letter I would like to have fol- 
low the statement of Mr. Schottland. I am sure it will be in some 
agreement with the gentleman’s statement, but, there may be a differ- 
ence between the statutes under which he is operating in Connecticut 
from those in California. 

The CuairMan. Without objection it is so ordered. 

Mr. Sapuak. I expect that letter either late this afternoon or to- 
morrow morning. 

(The letter referred to follows:) 

STATE OF CONNECTICUT, 
STATE WELFARE DEPARTMENT, 
Hartford, April 12, 1954. 
Hon. ANTONI N. SADLAK, 
House Office Building, 
Washington, D. C. 


DEAR CONGRESSMAN SADLAK: You have advised me that hearings on House of 
Representatives’ bill 7199 will conclude this week. This bill interests me very 
much as administrator of Connecticut’s State Welfare Department. 

As you know, the number of old people per thousand on old-age assistance in 
Connecticut is considerably below the national average. On the other hand, the 
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number of people receiving old-age and survivors’ insurance is considerably 
above the national average. Aver 
ance beneficiaries in Connecticut are about the highest anywhere in the country 






ze payments to old-age and survivors’ insu 


It is obvious to me as a State administrator that these two facts are closely 
related. There can be little question but that old-age and survivors’ insurance 
coverage 1S a very real factor in reducing the old-age assistance caseload It 
would, therefore, be to Connecticut’s advantage to have legislation enacted which 


would tend to increase the number of people covered by the social-security 
system. 

I am aware of the fact that Connecticut State Employees Association mem- 
bers are worried about the possibility of old-age and survivors’ insurance sup 
planting their pension system. I feel sure that your committee will be able to 
make adjustments in the bill which will be satisfactory to them. 

Respectfully yours, 
Howarp E. Houston, Commissioner 


Mr. Sapiax. Secondly, I would like to ask Mr. Schottland this 
question. You are pleading here for the inclusion of a greater num- 
ber of people whom you and those who work with 7 serve. What 
is the cep of the employees who work with you? Do you have a 
retirement plan for them in California, and what is their own feeling 
toward bei si included under this bill ? 

Mr. Scuorr.anp. I think if the implication, Mr. Sadlak, of your 
question is, aren’t they going eventually to be out of jobs, yes, the y 
will be, but I do not think any of them are worrying about that. T 
think they are all convinced that this is the way to handle the main- 
tenance-of-income proble m of the aged, We do have a State retire- 
ment system for ran 5 sy in California. 

Mr. Sapiak. I have had a petition, Mr. Schottland, from many of 
those who work in the State Office Building in Hartford, and they 
do not wish to come under H. R. 7199. However, they insist that if 
they are compelled to come under H. R. 7199, they want provision 
made in order that their present retirement fund and privileges might 
be fully protected. 

Mr. Scuorrianp. As I read the bill, I think that is provided for in 
H. R. 7199. It is the voluntary thing as far as State employees are 
concerned, and also there is provision that it will not necessarily 
replace the system but be supplementary to it. 

Mr. Sapiax. I think our biggest difficulty will be to write into 
proper protective and legislative language the two-thirds vote which 
IS spec ified in there. I think we have to work that out. 

We will be glad to hear from you on that part of it, whether it is 
two-thirds of those eligible or two-thirds of those present and voting. 
I think that is our biggest difficulty in the entire bill. 

Mr. Scuorr.anp. I do not know that I can contribute much on that, 
because that part of the bill is not my primary focus of interest. My 
primary focus of interest is the persons, the r: ank and file, the mass of 
the people, who come into old-age assistance. I understand there 
are many other witnesses who are testifying on the public-employee 
phase of the bill. 

Mr. Sapuak. I understand that. 

The Cuarrman. Are there any more questions? The Chair hears 
none. 

We thank you very much. 

Mr. Coorrer. Mr. Chairman, I ask unanimous consent that a letter 
dated April 1, 1954, addressed to the chairman from Mrs. Christine 

Reynolds, commissioner of the Tennessee Department of Public 
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Welfare, in support of the bill, H. R. 7199, may be included in the 
record of the hearing at this point. 

The CHarrmMan. Without objection, it is so ordered. 

(The letter referred to follows:) 

STATE OF TENNESSEE, 
DEPARTMENT OF PUBLIC WELFARE, 
Nashville, April 1, 1954 
Che Honorable DANIEL A. REED, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D. C. 

My Dear CONGRESSMAN ReEeEp: As the commissioner of the Tennessee Depart- 
ment of Public Welfare, I wish to go on record as favoring the proposals con- 
tained in H. R. 7199. Agriculture continues to be very important in the economy 
of this State. We are, therefore, acutely aware of the importance of extending 
OASI coverage to farm operators and additional farm workers rhe other pro 
posed extensions of coverage would also be beneficial to the citizens of Tennessee. 

With respect to the proposals which would lead to a higher benefit level, my 
only reservation concerns the fact that the minimum primary benefit would be 
necreased to only $30. We are now using old-age assistance to supplement the 
OASI benefits of approximately 4,000 aged persons. Unless or until the mini- 
mum primary benefit is set at a figure considerably higher than the present $25, 
we believe that such supplementation will continue to be necessary in a sub- 
stantial number of cases. 

Sincerely yours, 
(Mrs.) CurIstinE C. ReEyNoLbs, Commissioner. 


The CHarrman. The next witness is the Rt. Rev. Msgr. John 
O'Grady, secre tary of the National Conference of Catholic Charities. 

We welcome you here, Monsignor. We will be very pleased to 
hear what you have to Say. 


STATEMENT OF RT. REV. MSGR. JOHN O'GRADY, SECRETARY OF 
THE NATIONAL CONFERENCE OF CATHOLIC CHARITIES 


Monsignor O’Grapy. I am glad to be here. I am asort of oldtimer 
in this discussion of the aging and their problems. I think I have 
been participating in the discussion and writing about it for some 
36 years, Which is a long time. 

Most of the literature on the a Ing has been based on a depression 


mentality. From it one gets the impression that the aging are largely 


dependent people, that they need not only material support from 
Government but that the y also need the type of guidance that will be 
provided by governmental organizations. 

I know that is shocking to quite a few people, possibly including my 
friend, Mr. Schottland. 

Within the past 2 or 3 years we have been getting away from the 
depression mentality and are coming to take a more balanced view of 
the aging. Some of our recent research has thrown new light on this 
problem. We have come to recognize that age is a relative quan tity. 
The older people themselves have come to take a more realistic and 
optimistic an of life. They do not look forward to being relegated 
when they reach a certain age. They are more and more determined 
to assert themselves. 

One of the outstanding characteristics of their mentality is their 
desire to continue work as long as possible, and even after they have 
been retired from their basic jobs, I notice in my own studies, they con- 
tinue to do some sort of work. By and large they are not thinking 
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about retirement. They vant to continue to make their contributio 
to the economy. 

That is as it should be. We want adult citizens, no matter what 
their age, no matter what the nature of their handicap may be, t 
continue to make a contribution to the enrichment of our economy 
We do not want an economy in which an increasingly larger number 
of people will have to be supported by an increasingly smaller numbe 
of people. 

The aging also want to continue to make their contribution and t 
participate in all the activities of life. They want to participate 
our religious activities, in our social activities, and in our recreation 
activities. 

In my own research on the aging during the past 2 years, I hay 
noted a new optimism in their outlook on life. I find new strengt!] 
in the bonds of family life. Ido not believe = children on the whol 
want to shirk their responsibilities toward their parents. ‘The support 
that parents receive from their children, il ver, Is something th 
is hard to measure in quantitative terms. It is a personal matter o1 
which both shidipen: and parents are reluctant to give information. I 
is a part of that privacy of which the American family of today is 
very jealous. 

The aging with whom I have worked during the past 2 years ar 
conscious ot oe responsibility for looking ahead and savihg agall 
the hazards of life, oe sickness, disability, premature death 


For more t} ian TO pe reent of t nem, homeownership plays a very L}} 
portant role be ith economic oe: psychological, in their lives. Om 


share of the protection that they need against the hazards of life. | 
am talking about the great majority of the 1514 million who are oy 
65. 

In our aging people we have a certain sector that has not been abl 
to cope with the struggles of life. Lhe same would be true of othe: 
sectors of our population. The same would be true of young peopl 
But we must not judge any group by its failures, by its pathologi 
aspects. 

In reading some of our literature on delinquency, one might bi 
inclined to conelude that most of the youth ot today are mak ng a 
failure of their lives, but this is not the case. The juvenile delinquer { 
we read about in the ne Wspapers represent a very small seoment of t] 
young people of our country. 

The acing whoe 8 rience serious difhi ‘ulty in meeting their pr b 
lems in their last vears are usually people who have not been able to 
meet their pro blems all through their lives. At least many of them 
have not, but, of ‘et matg again, we have another little bit of back 
ground in this field that those of us who pioneered in the field have to 
keep i in mind. In my own original Ohio study published in 1919, we 
all believed at that time that the State pensi ns, such as the \ have in 
California and Louisiana and Oklahoma, and in- Massachusetts, I 
think, too—they are pretty much pension-minded, as we say. The 
have an idea of flat benefit. That has crept into our background, and 
it is something that we have to keep in mind in studying these Stat 
programs at the present time, We havea pretty well-established pen 


aging are active. They are saving. Thev are able to pro\ ide a goo 


sion mentality. 
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That is the reason we have such variations between the State of 
New Jersey and, let us say, the State of California, for instance, or 
the State of Colorado, where the great majority or the large part of 
the aging are on the old-age assistance rolls. They have a pension 
mentality, and the State legislatures, as you know as members of this 
committee, have written the needs test. That is what they have done in 
California, too. They have written the needs test. ; 

The big problem we have today is how can we get 1 system to take 
the largest part of this load instead of having 2 competing systems as 
we have in a State like California, in a State like Washington, in a 
State like Colorado, in a State like Louisiana, and I believe in 1 parish 
[I have heard they have 97 percent of those over 65 on the pension roll. 
That does not mean that they are poorer, that they have more aging, 
but it means that they have a different mentality. That is the tragedy 
at the present time. We have these varied mentalities in the different 
States. 


What the aging are doing by their own efforts, by their own savings, 
by their homeow nership, 1S suppl mented by the continuation of their 


earnings in the form of pensions. This sort of protection is becoming 
more and more the pattern of American society, not only against the 
hazard of old age but also against temporary and permanent disability. 

We have the whole growth of these State pens i plans, the so-ca led 
fringe benefits, since 1946. We have 10 to 12 million people now. 
Nobody knows exactly how many. That is growing and its impact 
has not been fully felt as yet. I do not think we fully realize yet the 
extent of those, but I think we are conscious of the enormous progress 
that has been made in individual savings, and we have been pretty 
well able to isolate the savings that have been made by these older 
people. 

Asa kind of basic underpinning of our whole system of providing 
security against the economic hazards of life and premature death, 
we have old-age and survivors insurance. [ would Say sometimes I 
wonder whether or not we should say it is a basic underpinning or 
whether it would be more logical to say it is a supplement to what 
they were doing for themselves and what they were doing through 
the various forms of group insurance. From the very beginning there 
has been a debate about many of the issues in OASI, and we still have 
a debate about it. Some have talked in the beginning, I remembe1 
very well in the debates in 1935, about a full reserve. If their think 
ing had been carried out, we would have had a $47 billion reserve 
at this time instead of $18 billion. 

I find myself still using that $18 bilhon. It isa little bit outmoded. 
I think we should rather say probably 19 to 20 billion dollars now. 
For all practical purposes we have pretty much reached an agreement 
in regard to a sort of contingent reserve, that is, a reserve from 3 to 5 
years. 

Nobody thinks any more about a complete reserve because of the 
problems of investment, and the huge fis al problems that it would 
involve. 

Another point of ce bate from the begin! ing has been the quest 
of the adequacy of benefits. Some have been advocating a flat benefit 
similar to the British and Canadian systems. Of course, that has 
been true in the States. We have a flat benefit in the States. We 
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might as well face the fact that we have that mentality in our own 
States. That is not confined to the English or other countries. 

The majority of people who have studied the problem of old-age 
insurance have been inclined to establish some relationship— and I 
emphasize “some”—between benefits and previous earnings, because, 
after all, when you take those who have come in in the 1950 amend- 
ments, who have had full benefits, some of them paid $81, some of 
them paid $50, some of them paid $300, a very small sum to get in 
tor the minimum. 

In the United States we have had this tradition in unemployment 
compensation and in workmen’s compensation. I can very well 
member the debates on unemployment compensation. 1 have often 
said to some of the skilled workers, “You want to vet in under this, 
also. With your seasonal employment, can you be considered 
unemployed people?” 

No, they wanted to get under the tent, too, you see. That has be- 
come a sort of tradition in the development of American legislation 
in — field. 

in spite of our best efforts to relate benefits to earnings, a study 
of ae actuarial distribution of benefits will show that benefits on the 
whole supply a bare minimum of economic protection against the 
hazards of old age. I understand there still are about 30 percent 
of those who qualify under the confession formula of the 1950 amend- 
ment who have their benefits fixed on the basis oft wages extending 
back to 1939, which means they are receiving very low benefits. 

But as we notice, for instance, in the application of the 1950-52 
formula, more and more people are receiving $70 to $85 a month. In 
other words, you get a whole tende ney to lift up the entire structure. 
We lift up those at the top and we give them a special bonus, those 
who have come in for the first time, and then we try to make it as 
equitable as possible for those who have already been covered. ‘That 
is precisely what this proposed formula has done again. 

The great majority, however, would come in the $30, $40, and 
$50 brackets. 

Looking over the whole situation realistically, the best we can 
expect from old-age and survivors insurance is that it will provide 
a reasonable minimum of protection against the economic hazards 
of old age and premature death. 

We ought not just to isolate it and say that it is the whole story 
of the aging or that that with public assistance is the whole story. 
It is not the whole story by any means. We must take a more 
balanced view, as I have pointed out all through this statement. 

The framers of the original social-security program had hoped 
that in a reasonable time the system would include all the aging. I 
remember, for instance, those who came in here to administer old- 
age assistance. We told them their jobs would not last very long. 
They provided grants-in-aid to the States, however, to take care of 
some of the existing needs that could not be included under OASIT, 
but they had hoped that these needs would, within a reasonable time, 
be reduced to a minimum. 

While it was agreed that relief, or assistance as it is now called, 
would be necessary to take care of al in transitional groups, it was 
felt that it was the least Meat able of all the methods of caring for 
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human needs, and that it would be much better to care for the needs 
of the aging and of survivors by benefits based on rights rather than 
on a needs test, or even the kind of needs test that you have in 
California. 

I believe there is substantial agreement in regard to this point today, 
that we ought to have complete coverage. I recognize that consider- 
able progress has been — toward universal coverage. I find in the 
meeting of the American Assembly at Glen Arden this last winter 
there was pretty much agreement that we should try as soon as possi- 
ble to reach universal coverage under OASIT. 

I know we have hesitated about this right along. Some people 
mentioned it rather timidly before this committee in 1950. Some of 
us came out very strongly in favor of it, and were severely criticized 
because we had decided that we should go ahead and continue the basic 
traditions that the framers of this act had in 1935. 

This present program was debated at Glen Arden, and there was 
pretty much agreement that a way should be found of bringing all the 
aged under OASI. ‘There was some difference of opinion, as I under- 
stand, as you have found before this committee, in regard to who 
should pay the cost of bringing in the present aging under OASI. 
There was pretty much agreement among the participants in oul 
Glen Arden Conference that failure to include the existing aging under 
old-age and survivors insurance would be a continuous threat to the 
integrity of the system. 

I believe it still is. As long as you have a partial system, you are 
going to have in aan out’s. ‘That is the thing that leads to a lowering 
of benefits, because the people have been out of the system. 

So long as there isa possibility of people being in and out of the 
system, you are going to have a threat. 

Another threat will be the pension system that has been set up in 
the States. Ton might call it Townsendism. Call it what you want, 
we will have a dual system. So long as we have a dual system, the 
Federal Government is put in a paradoxical position—and it may be 
in it today—where it is developing one system that is in competition 
with another system designed to obtain the same objectives. 

The 1950 amendments to the Social Security Act marked an im 
portant step toward coverage for all the aging. The “new start” 
made it possible for those about to retire and who had only limited 
contact with the labor market, to secure full coverage at higher bene 
fits, with six quarters of coverage. Approximately 67 million of the 
adult population are now completely insured; 24 million have some 
quarters of coverage, but not the necessary six quarters. The bill 
now being considered by this committee w ill not only extend coverage 
to new groups, including professional groups, farmers, domestic 
servants, but it will also make it possible for a considerable number 
now approaching retirement to secure coverage at higher benefits in 
spite of breaks in their employme nt records. 

The new program offered by the administration will make it possi- 
ble in computing workers’ benefits to disregard their 4 years of lowest 
earnings. They might have been emp ee intermittently for 4 
years; they may have been unable to work because of disability. In 
the past, this would have lowered their benefits, or maybe it would 
have completely wiped out their benefits. 
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The new approach gives them an opportunity of having their bene- 
fits based on their years of highest earnings. This substitute for the 
“new start” will bring more people who are approaching retirement 
into the system. It will be one more step toward universal coverage. 

As we examine the benefit range for present beneficiaries under 
OASI, we cannot fail to be impressed by the large number now re- 
ceiving the minimum of $25. When you take those separately from the 
people who were brought in under the 1950-52 amendments, you will 
find they concentrate around $25, $34, $44, and there are not many in 
the higher income brackets. 

Take, for instance, Congressman Curtis’ analysis of the beneficiaries. 
You will find a very large number in the low brackets. 

sut when we segregate those who qualified under the 1950 formula, 
we get a somewhat different picture. We find that 49 percent of this 
group receive $75 or over, 20 percent receive from $65 to $74, and a 
very small percentage from $25 to $44, and only 1 percent now receive 
the minimum of $25. 

That is an evidence that the entire structure is being lifted up and 
being brought closer to the point where it provides a basic minimum 
of protection. 

When we get the complete results of the 1950 formula, the picture 
will be more encouraging. That is a point that needs to be kept in 
mind all the time. We have not had a chance yet to fully appraise the 
results of the 1950-52 amendments. That is especially true in self- 
employment. 

I think equally true is how many people have been able to fix them- 
selves up through their relatives and their friends and getting the six 
quarters some way or another. A great many cases have come to my 
attention throughout the country. Of course, as you know, the figures 
are almost a year behind. 

The new benefit formula included in the bill under consideration will 
help further to improve the benefit structure of old-age and survivors 
insurance. Instead of 55 percent of the first $100, as in the old 
formula, we will have 55 percent of the first $110 and 20 percent of the 
remaining $240, which means that a person with full taxable wages 
qualifying under the present new formula will receive $108.50 a month. 
The person who is qualified under the old formula will receive $98.50 
a month. 

You see what a boon it brings to those in the high brackets, those who 
come in for the first time. The basic minimum will be increased to $30 
a month. Those who qualify under the new formula will receive an 
increase of 26 percent in their benefits. The increase in the old formula 
will bring 16 percent for those who qualify for the highest benefit of 
$98.50, to 20 percent for those who qualify for the lowest benefit. In 
other words, to those who have it shall be given. 

While we do not expect the new formula to eliminate all the in- 
equities of the benefit structure, it will bring about many improve- 
ments. The chances are that Congress will keep improving the struc- 
ture for many years to come. 

I am inclined to look to the OASI benefits more and more from the 
standpoint of the lower, middle-income groups. They are the people 
who are struggling to maintain their independence, their integrity, and 
their sense of ‘family responsibility. 
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Chis benefit is the kind of support that we need for these people. 

[t isa minimum benefit providing a basic floor or protection. They do 
ot like to be regarded as relief clients. ‘That is the point that | eet 


nore and more as | move around in my studies of the aging. They ado 


“iy 
ot want to.be regarded as dependents. ihe needs tes hulMillates 
y 


them, destroys their pride, and their sense of self-sufficiency. They feel 


that they have contributed something to this s)\ stem. While it is not 
i great amount, I think the psychological value of it is very great. 

They feel that it represents part of their wages: that it is a continua 

on of their wages. It comes to them with as little reatape as pos- 

ble. It is theirs. 

| know that as long as we maintain a contact between the OASI 
benefits and employee contributions, or at least some semblance of 
relationship, there will be a certain number of people who cannot 

‘included in the system. There will be the handicapped who have 
lever earned any Wages. I hate to think that handi apped people cah- 
ot earn wages due to the fact that we haven't any program or method 
of dealing with them effectively. 

There will be those who have never earned wages. For those, the 
only solution, I recognize, will he Government assistance. l hoy e as 
ve reach coverage under ( VAST, the amount of relief W il] be greatly 

«duced, reduced to a minimum, because as I see all these hew things 
developing, ] hope that it may be possible to prov de a more decent 
form of protection for all the American people. 

In concluding this testimony, I cannot refrain from quoting and 
paraphrasing a very sionificant statement from the final report of 
the American Assembly on Economic Security for Americans: 


The problems of security are not exclusively economi We must give serious 
consideration to social, political, psychological, moral, and spiritual values and 
heir bearing on our economic security. Of all these values, those that are 


spiritual are of major importance in terms of our security today, just as they 
| X : ‘ J 


vere in 1620 and 1776. 





What this means is that in guiding the people through this difficult 
period of confusion and fear, we need something that lifts the minds 
of men above the material and transitional things of life to life’s 
highest spiritual values, to the values that join all men together with 
faith in one another, as brothers in Christ, as children of the same 
God and heirs of the same kingdom. This is man’s final answer to 
confusion and fear. It is the same answer that has led man out of 
the wilderness in other dark moments of history. 

The Cuamrman. We thank you, Monsignor, for your presentation 
of a very fine paper. 

Are there any questions? Mr. Curtis will inquire. 

Mr. Curtis of Nebraska. Monsignor, it is a pleasure to welcome my 
Nebraska friend before this committee once more. Throughout the 
years you have been most helpful, and you have an excellent paper 
this time. 

I regret that I was late. Our Senator Griswold, as you know, died 
this morning, and I am going to have to leave the committee in justa 
little bit again. 

You have presented here an excellent paper. Is it your feeling that 
the thing to do in order to make social security reach the objective 
that people have in their minds and hearts, is to go ahead and extend 
the coverage to as near universal as they can make it? Is that it? 
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Monsignor O’Grapy. I testified here in 1940 that we should include 
all the present aged immediately under OASI. I have to amend that. 
I am testifying for a group, too. They are not always fully in agree- 
ment among themselves, naturally. "That is true of all thinking 
people. 

I think our attitude at the present time is this: We believe in uni- 
versal coverage. We think the sooner we get universal coverage, the 
better, and the more secure this one system will be, because otherwise 
we will have this constant threat of the pension approach that you 
find in California and other States. 

The attitude of my group is pretty much a pragmatic attitude. We 
are in favor of this system as far as it goes. We would like to see all 
these other folks brought in because as a part of universal coverage 
we ought to bring in the farmers and the farm workers, with the elim- 
ination of the 60-day requirement of the 1950-52 amendments. 

Mr. Curtis of Nebraska. I certainly agree with you on that. 

Monsignor O’Grapy. We ought to bring in all those who are ex 
cluded, those who are earning at the present time. I think we ought 
to bring those in. I do not see any objection to bringing in—I am get 
ting now more to my own point of view. I do not see any objection to 
bringing in the other groups. I think that an exclusion is a continual 
threat to the system. 

Of course, you will constantly get some who will not have had 
any contact w ith the labor market, and as long as we maintain this con 
tact with the labor market and with the wage system in which | 
believe for psychological reasons, I can understand the economic argu 
ments. I have studied them as carefully as lean. I know that they 
have made a very small contribution; that their association with the 
labor market is very attenuated, and yet I find that mentality. 

I am interested in maintaining the dignity of the American. 

Mr. Curtis of Nebraska. In all these questions, I am asking for 
your personal viewpoint, not that of those you represent. Resolu- 
tions and positions taken by groups are most helpful to this committee, 
but when we have a witness like you who has devoted his life to people 
and thinking about their problems, your individual observations are 
very worth while. 

Do you feel that the Congress should resign itse lf to just go on with 
the present systems of old-age assistance and say “That will be washed 
out when all these people die off,” or do you think that we should ex- 
amine the thine and see just how far we can move toward bringing 
the present aged into the OASI system ? 

Monsignor O’Grapy. I think we ought to keep on constantly strug- 
gling to find a way out of that problem. I recognize it is not easy —— 

Mr. Curtis of Nebraska. That is right. 

Monsignor O'Gr apy. When you find the mentality that you find 
in the proble m that the Governor of Colorado has been having in the 
past 2 months. He tries to get some money that isn’t already allo- 
cated to a particular project to run the State government. You see 
the fight he runs into. 

In other words, I think this is a great political problem in States 
like Massachusetts and in States like Colorado. It is not too much of 
a problem in our State, as you know. I think our State takes a more 
conservative attitude toward it, in spite of the fact that some of our 
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people did lose out in the depression. They have gotten away from 
that. 

Your problem is, I think, fundamentally, as I see it, the problem a 
an interest that has been built up in the States. I made a talk in the 


presence of a number of people in Massachusetts a few months ago, 
and I talked frankly about this matter; and when I got through I 
found they were almost in hysterics. That is the kind of thing you 
run into. 

You run into it in Missouri, for instance, too, a good deal. You run 
into this pension idea, especially in the rural counties, more in the 
rural counties than you do in St. Louis or Kansas City, I find. That 
is the serious aspect ‘of it. 

I still believe in the idea. The question is as to how soon we can 
work toward that. 

I believe in benefits based on rights for all peop yle, because I think 
it is more in accordance with the individual’s responsibility for him- 
self rather than somebody who comes in on makes a comp lete budget 
for him and virtually takes him over in bankruptcy. That is what 
that means, as I understand it. 

Mr. Curtis of Nebraska. You are talking about old-age assistance ? 

Monsignor O’Grapy. Yes. I am talking about assistance in general. 

Mr. Cur tis of Nebr: aska. Is it your fee ling that that is the best ws Ly 
from the st: andpoint of the good of the individual and the welfare of 
the individual and in family life in America? 

Monsignor O’Grapy. I think the best way is a benefit that he under- 
stands and he has a certain feeling that he has contributed to it. I am 
not too much concerned about the amount he has contributed, but 
that he has that feeling. There is all the difference in the world be- 
tween the mentality of these two different groups. 

I suppose I have visited hundreds of them in all a. of the country. 
My evidence is not based on what I read in an office, but I have gotten 
out among them, and I notice the feeling of respectability. 

Last summer I spent 2 or 3 months working in a certain area in 
St. Louis. We took all = aging in that area over 60. I think we 
found only one assistance case in that whole area. But you could 
take the mentality of this exban They were struggling on the lower 
income group. 

I want to keep that group out of relief, you see. I do not want to 
see them become embroiled in a pension. I have been awfully = x1ous 
to get a study in Colorado to see what has happened to family life. It 
would be interesting to get a study in Oklahoma to see what a thin g 
has done to American family life, what it has done to the individu: ul. 

Mr. CurtTIS of Nebraska. At that point, Monsignor, if someone has, 
even in a so-called liberal State like Colorado, to make a prima facie 
showing that they are in need, when in truth and in fact some of them 
may not be in need, in order to yzet assistance, it is not a gocd thing, 
is it? 

Monsignor O’Grapy. I am sure that is happening. I have been 
anxious to make a study in one of these States to get a firsthand 
picture of what has happened to the families of these folks, v hat is the 
picture. We do not have any real studies of that situation as [ under- 
stand it. Some studies are being made now through the country. but 
we know very little. We know an awful lot from the standpoint of 
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promction and propaganda, but to know exactly what is happenin, 
in these families, I think I must say—and I know that I am sayin 
some things that are liable to make me somewhat unpopular, but 
have been accustomed to exercising my right to my own opinions 
through a good part of my life, and I think it is safer for me in th 
long cun to cherish that right, too, you see, just as I want it for the 
aging. I want them to maintain their independence. Similarly, I 
want to retain my own independence, and I do not want to have it 
asswned that Iam patterned by a particular group or echuing merely 
the « pinions of others, but I have my own conviction about this matter 

[ vhink that, based on the integrity of American family life—and 
the American family has intezrity—has strength. I do not believe in 
this drab picture that we have been drawing of the American family. 
Kvei our sociologists have been giving us that, but now they are 
char ging that tune. We are beginnig now to get a different sort of 
pict ire of the American family, not the drab picture that we have had 
in the past, that these poor peopl , most of them, are depe ndent. 


I 


Mr. Curtis of Nebraska. The Congress has of the eae eee i] 
several situations recognized this system as a § inl-ben systen 
designed and intended to meet the problem of the aged in the } 7 tL way 


I just do not know anyone who argues that assistance is better than t 
OAST system. 

We did it in the new start, in which we vave people a chance to do 
something for themselve in that regard. Many could not take ad 
vatnage of i This system is far removed from one where pe ple pay 
for their own benefits. 

We took these ents retired } eople and, because their benefit was not 
adequa ate, we gave them an additio al benefit in 1950, and another one 
in 195 ~, and we ‘einen to do so now. Those acts are a recog! 
of the 1 fact that it sho uld serve to meet our ao now in a way tl 
is best for our poli tical econo my as well as best for the inteerit 
the individual and the kee ‘ping of fan ht ead ther. 

There is this about a payment coming under OAST to an aged pe 
son: The aged person can use it as he pleases. Their families car 
still be kind to them and still give them he ‘Ip sail even monetary help 
It makes them happy and nee 

While there are situations whe re, if the family must have their aged 
parents or others turn to relief, the family must reach the conclusio1 
that they cannot do anything more for them, and that shoves that old 
person out in the cold, is that not true? 

Monsignor O’Grapy. That is true, but I would like to see that re 
duced as much as possible, because I am afraid of what happens to 


pore on relief. For instance, in dealing with the physically handi 


capped, in whom I have been gre: itly interested, I spe nd some time in 
southern Illinois among the miners. I find that being on relief doe 


something to man; that is all there is to it. 

I have to say this because it is my convictnon. It does something to 
man, to the person. I know sometimes vou have to‘have it because it 
Sa anere of life or death. I understand that very clearly. But 
cae ake it into a grandiose system, I cannot do it in conscience. 

[ think we ought to try to encourage in every way we can the sense 
of independence. I notice that tendency in our institutions in people 
who want to obtain admission. There is a certain tendency on the part 
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of parents, I wouldn’t say generally but on the part of some, to aes 
that responsibility. There is no question about it. I do not think 

ought to do anything that would undermine that sense of family soli 
darity in our life. I think we ought to maintain that at all hazards. 

Therefore, I think we have to be sensitive to anything that 
mines that independence of the American family. That is my feeling. 

The Cuarmman. We thank you, Monsignor, for your statement. 

Are there any other questions ¢ The ‘hair | 

I want to make a little change in the program now, unless there is 
ie obje tion to it. There is a Mr. William H. McMasters here on 
behalf of the National Institute of Social Welfare and National Old 
Age Pensions. 

Mr. Goopwin. I would like to add a word, if I may, Mr. Chairman, 
in welcoming this witness. Back home in Massachusetts when we 
find ourselves thinking in terms of social welfare and benefits for 
our senior citizens, some of us instinctively think of William = 
Me Masters or, as some of us know him affectionately, Bill McMasters. 

He will probably not tell you this, Mr. Chairman , because we is 
a modest man, but I know from personal knowledge that his work 
and study and ac tivity in these fields gwoes bac k at least a qu irter of 
a century, maybe a little longer, as a magazine editor, a writer, a 
teacher, a publicist, and lecturer 

I am glad he is going to speak to us this morning. 

The CHairman. I will ask Mr. McMasters to testify at this time, 
because I know he wishes to leave. 


’ 
unhaer- 


ears none 


STATEMENT OF WILLIAM H. McMASTERS, CAMBRIDGE, MASS., 
PRESIDENT, NATIONAL OLD AGE PENSIONS, INC., AND VICE 
PRESIDENT, NATIONAL INSTITUTE OF SOCIAL WELFARE OF LOS 
ANGELES, CALIF. 


Mr. McMasters. Mr. Chairman and gentlemen of the committee, 
I would like to say at the very outset of my remarks, which I have 
tried to condense into the briefest possible content, that if the scores 
of millions of beneficiaries who come under the provisions of the 
Social Security Act could be made to realize the enormity of the 
task constantly confronting the Congress in making it a workable 
instrument, tnere would be less captious criticism and more 
cooperation. 

Specifically, on behalf of National Old Age Pensions, Inc., which 
I founded about 15 years ago, I wish to give unqualified support to 
the extension in social-benefit coverage to the 1014 million of new 
potentials as contained in the bill, H. R. 7199, which is the immediate 
subject of these present hearings. 

I cannot testify except in a general way as to the value of the 
proposal on the 4-year provision in computing benefits, but it appears 
to be consistent with the trend in making more benefits available. 

In talks with many covered employees in social security, the jump 
in earnings from $3 £600 to $4,200 per annum — to be universally 
welcome, at least amongst those in the upper-wage brackets. 

One very important proposal that meets with hearty : approvs al among 
those who are retired but who have opportunities for gainful employ- 
ment from time to time, is the one in the present bill for a broad 
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annual amount of $1,000 to take the place of the present $75 per 
month restriction, which works hardship on many seasonal workers. 

The suggested retirement benefits to those who are disabled by 
which their idle years will not be included in determining their retire- 
ment benefits is obviously an excellent suggestion. 

And now, for the consideration of the committee, I would like to 
bring a few concrete proposals to your attention. I do this because 
[ have found, during the years, that the whole social-security program 
is an interwoven and complex system of administration of congres- 
sional acts that should be simplified before it becomes a bureaucratic 
Frankenstein. 

At present, the inclusion of 48 different State administrations, with 
as many different ideas on what is or is not the proper need for 
their retired elder citizens, is confusing. Some of these elders are on 
social security which is insufficient for them to live on, and others 
are getting amounts in one State that another State considers wholly 
inadequate for an American citizen to live on. It seems needlessly 
complicated. 

The laudable effort of the Congress to give help to thousands of old- 
age assistance recipients of $5 per month, as contained in law 590 of the 
last session, was nullified in my own State of Massachusetts. The 
money was gladly accepted by the State treasurer, but it was not passed 
along to the hundred thousand cases for whom it was intended by the 
Congress. Instead, it remained in the general funds. A translation 
of the budgetary system in use in my State, to the effect that the old 
folks were getting all they were entitled to, was used as the financial 
alibi. 

To remedy the present system of retirements, I have consistently 
had introduced a universal national old-age pension act, session after 
session. Such an act would repeal the whole social-sec a retirement 
system as now administered and provide, as of today, 5 per month 
for all those reaching the age of 60 years. It would e ao ary and 
not compulsory retirement. 

If such a national pension program were in effect, it would be of 
untold benefit to every city and town in the Nation, now burdened with 
financing welfare costs. I say this, even though the Congress has 
steadily increased its case allotment from year to year, and has now 
practically removed matching of funds in its disbursements. Speak- 
ing for 2 well-conducted cities * Massachusetts, [ have the opinion of 
: outstanding mayors, William J. Donovan, of Somerville, and John 

. Foley, of my own city of Cambridge, that an adequate national 
- nsion for everybody would reduce the tax rate in each city by some- 
thing like $5 per thousand. 

In bills filed in my behalf, I have always introduced the plan for a 
transaction tax of 2 percent to be leveled against the whole national 
economy on all transactions consummated for profit. With an esti- 
mated turnover of three thousand of billions annually, the tax return 
on this plan would be upward of $60 billion, or sufficient to meet the 
peacetime needs of the Government. Iam assuming that we will have 
peace eventually. 

This concludes my remarks, Mr. Chairman, but I have been asked to 
append, on behalf of the National Institute of Social Welfare of Cali- 
fornia, nine specific suggestions for amending the assistance title of the 
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Social Security Act, which, because of complex administration, im 
pinges on the old age and SUIr\V ivors title. These sug@ested ¢ } anges are 
the outgrowth of the long and intimate association with the welfare 
administration of the State of California 

May I thank the committee for its k nd i invitation to appear before 
you at this time. 
* The Cuairman. We thank you very much for your contribution to 
the record, and without objection the last page will be included is a 
part of the record. 

(The information referred to follows :) 


NATIONAL INSTITUTE OF SOCIAL WELFARE—SUGGESTED AMENDMENTS TO THE PUBLI 
ASSISTANCE SECTION OF THE FEDERAL SOCIAL SECURITY A¢ AS PROPOSED TO THI 
1954 SESS'ON OF CONGRESS, DESIGNED To EAS rH HARSHNI 3 OF TH MEANS 
Test’ AS I’RACTICED BY THE VARIOUS STATES AS IT RELATES PRIMARILY TO AID 
rO THE NEEDY AGED 


1. That the present restrictive ceiling of Federal matching of funds be elimi 
nated and a formula worked out to encourage States to grant larger aid payments 

2. That an increase of $10 be anted by Congress to the needy aged, blind 
and physically handicapped as well as a proportionate increase for dependent 
children. 

3. Prohibit the States from demanding liens against the real property of the 
applicant or recipient as a condition for receiving such aid 

1, Prohibit deductions as an occupancy value from the aid payments to a 
recipient homeowner. 
5. Prohibit States from using the public-assistance laws to force collections 
from relatives of aged recipients 

6. Where an otherwise eligible person does not meet the residence requiré 
ments of a State, the Federal Government will assume the entire aid payment 
until such residence has been established according to State law 

7. That needy aged recipients be granted the same pri “il e as the blind now 
have—the right to earn $50 a month without penalty of deduction 

8. That the value of any United States surplus food made available to those 
on public assistance be not deducted or taken out of the amount of aid payment 
for which the recipient would otherwise be eligible. 

9. That the law which permits States to make public the names of recipients 
commonly known as the shame-list law, be repealed. 


The Cuamman. The next witness is Miss Louise Stitt, representing 
the National Consumers League. 
Weare very glad to have you here, Miss Stitt. 


STATEMENT OF LOUISE STITT, BOARD MEMBER OF THE NATIONAL 
CONSUMERS LEAGUE 


Miss Strrr. Mr. Chairman and members of the committee, my name 
is Louise Stitt. I am testifying today for the National Consumers 
League, that is. we are the National Consumers League for Fair Labo 
Standards, of which I am a board member. 

Our league, which was organized more than 50 years ago, has mem 
bers in every State. We began our advocacy of social-security legis 
lation as a means of protec tinge workers against the economic h: Zi rds 
of industry before any such legislation, either State or Federal, existed 
in our country. Our members enthusiastically pn de the Social 
Security Act when it was before the Congress in 1935, and have a 
tively worked for all strengthening amendments that have been 
adopted since. We therefore welcome this opportunity to appear 
before you today in support of further improvements in our social 
security system. 
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The matters we wish to discuss fall under the following four general 
headings: 

i Extension of coverage by old-age and survivors insurance. 

2. Increased benefit payments. 

4. Revision of the retirement test. 

t. Establishment of insurance against permanent and total disa 
bility and temporary illness. 

Extension of coverage: Our organization looks forward to a social- 
security system much broader in scope and wider in coverage than that 
provided for by the present act. We therefore support the proposal 
Incorporate din H. R. 7199 to extend coverage under old-age and sur 
vivors insurance on a contributory basis to approximately 10 million 
persons, 

We do not favor blanketing in under our present insurance system 
those persons now over 65 years who are not working and cannot meet 
the minimum eligibility requirements. Persons in that group who 
need financial aid should continue to receive it, as at present, under 
the old-age assistance program. 

Increased benefits: Surveys made by the Bureau of Old-Age and 
Survivors Insurance show that benefits paid to retired workers do 
not provide adequate « ‘ompensat ion for wage losses during this period 
of high living costs. During the winter of 1951-52, one-sixth of the 
persons drawing ol 1- age insurance benefits were obliged to apply to 
the Public Assistance authorities for supplemental financial aid. An- 
6 r 11 percent probably had less income to live on than persons on 

he old-age assistance rolls. 

We therefore strongly recommend increasing old-age and survivors 
nsurance benefits in the following ways: 

(1) By revision upward of the formula used in computing OASI 
benefit amounts. 

(2) By raising the amount of the annual wage base on which social 
ecurity taxes are levied and benefits are computed from the present 
&3,600 to $6,000. This proposed change takes into account the rise 
in wage levels in recent years and restores the relationship be- 
tween wages and benefits which existed in 1939, when the limit on an- 
nual earnings for benefit purposes was $3,000. In that year practi- 
cally all workers who were under social security throughout the year 
earned less than $3,000, and so had all their earnings counted for both 
benefits and tax purposes. If today $6,000 were established as the 
base, total earnings of about 96 percent of the workers under the pro- 
gram would be counted for benefit and tax purposes. 

I was reminded, Mr. Chairman, I would like to add parenthetically, 
when I listened to the questioning the other day about raising the 
base for tax and benefit purposes, that the Government retirement sys- 
tem, and I believe the law that applies to Congressmen and their em- 

‘vees, levies a tax on the entire earnings, and the benefits are based 
on entire earnings. 

That being the case, $6,000 does not seem to us an unreasonable 
amount. It does restore the relationship that existed in 1939. We do 
believe that benefits should reflect. differences in individual earnings, 
and that this base would help, too, to pay for the increased benefits 
that we are asking. 
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We would like to see the benefits raised by restoring the 1 per 
ent increment in the benefit amount for each year of contribution— 
provision which was in the Social Security Act until 1950. We be 
eve that under OASI, as under the Government retirement system 
und the recently ame snded retirement law for eee ind their 
mployees, le noth of service should be reflected 1 he amount of benefit 
payments. Such a policy not only increases emaiies but promotes 
ndividual incentive and induces a greater sense of fair play. 

(4) By changing t he method of computing the average monthly 
vage on whic h the benefit amount is based. The Reed bill, H. R. 7199, 
et for dropping out the : years of lowest earnings or no earn 
Ings in computing average monthly wages. ‘This method would be 
substituted for the present one of e dividite the worker’s covered earn 
r lifetime after 1936 or 1950, and 


{ ween benefits 





ngs by all the months in hus workin 
ould be a step toward stabilizing 
ind rising’ wages and price levels. The Dingell bill, H. R. 6034, also 
before your committee, would go further in establishing this relation 
hip by permitting the averaging of the best 10 consecutive years of 
covered earnings for the purpose of computing the average monthly 
wage. For this reason we support the Dingell proposal rather than 
the Reed provision in this regard. 

Again, I might say that the Government retirement system permits 
he averaging of the 5 best years for purposes of de termining benefits. 


! 1 | a. ) 
he relationship bet 


(5) By reducing the age at which women qu ify for old-age bene 
its from 65 to 60. aa Social Security ek increases the benefit 
amount of a retired wor! bv 50 percent if he has a wife aged 65. As 


wives usually are several years jy unger thal t he ir husban ls, a period 
of real hardship often i intervenes between the husband ’s retirement and 
he time the wife reaches the qualifying age of 65. The amendment 

e support would enable more ¢ ouples to receive the maximum bene 
fit to which they ultimately will be entitled, in mecuately upon the 
husband’s retirement. 

Retirement test: The National Consumers League sup pee s the pro- 
vision of H. R. 7199 which permits a beneficiary under 75 years of age 
to earn $1,000 a vear without foregoing his benefit payl — We 
especially favor the averaging feature of this provision, which per 
mits the worker to continue to draw his benefits, even eco he 
sometimes earns more than $75 a month, provided his annual earn 
ings do not exceed $1,000. 

Disability insurance: The Consumers League has long advocated 
that one of the major gaps in our social insurance system be corrected. 
By State or Federal laws, workers today are insured against loss of 
earnings due to unemployment, industrial accidents or industrial dis- 
ease, and old age. But no prov ision vet has been made under the so 
cial security program for compensation to workers and their families 
during periods of unemployment caused by nonindustrial disabilities. 
The league, therefore, favors inclusion in the Social Security Act of 
insurance protection against wage loss due to permanent and total dis- 
ability and temporary illnesses. In addition, we recommend the ex- 
pansion of existing rehabilitation services so that disabled workers, as 
far as possible, may be retrained for some kind of productive and gain 
ful employment. 
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We regret, therefore, that the administration bill, H. R. 7199, makes 
no provision for any form of disability insurance. There are, how 
ever, before this committee two bills which do provide for disability 
insurance, to which the Consumers League would like to commend 
your serious consideration. One is H. R. 4160, introduced by Mr. 
Kean of New Jersey; the other is the Dingell Lehman bill, H. R. 6034. 
It is the hope of our organization that H. R. 7199, or any substtiute 
bill reported out by this committee for amending the Social Security 
Act, will include adequate provisions for coping with this serious, but 
so far neglected, problem of disability. 

House bill 7199 does provide for the so-called disability freeze, 
which would permit a period of disability to be disregarded in deter 
mining a worker’s insured status. Under this proposal a worker’s 
benefits at age 65 would be computed on the basis of his earnings aver 
aged over the years in which he actually was able to work, instead of 
over all the years of his working lifetime. This provision the Na 
tional Consumers League strongly endorses. 

The Cuarrman. We thank you very much, Miss Stitt, for your 
statement. 

Miss Srrrr. Mr. Chairman, may I ask at this time permission to in 
troduce into the record a very short statement of 1 page, submitted by 
5 national organizations. They are the American Home Economics 
Association, the National Board of the YWCA, the National Congress 
of Colored Parents and Teachers, the National Council of Jewish 
Women, and the United Church Women. 

This short statement endorses extension of coverage, raising of ben 
efits, and disability insurance. 

The Cuatrman. Without object ion, it isso ordered. 

(The statement referred to follows :) 


STATEMENT ON BEHALF OF FIVE NATIONAL ORGANIZATIONS SUPPORTING AN 
EXPANDED SOCIAL-SECURITY PROGRAM 


This statement in support of an expanded and strengthened social-security 
program is presented by the following national organizations: American Home 
Economies Association ; National Board, Young Women’s Christian Association *; 
National Congress of Colored Parents and Teachers; National Council of Jewish 
Women; United Church Women. 

We believe that the demonstrated social and economic benefits of our Federal 
contributory social insurance system during the past 20 years have been so 
great, and the experience acquired in administering such a program has been 
so satisfactory, that we are now justified in extending coverage of the program 
to all workers, who do not yet enjoy its benefits. We, therefore, urge the Commit 
tee on Ways and Means to give favorable consideration to the provision of H. R. 
7199 that would extend coverage of old-age and survivors insurance to approxi- 
mately 10 million people. 

We also urge that modifications be made in the present law to assure more 
adequate insurance benefits. Surveys show that old-age and survivors benefits 
constitute the major source of income for most beneficiaries, and that far too 
many of these old people are obliged to seek public assistance to eke out their 
meager social-security payments. Moreover, we hope that the committee can 
find an acceptable formula for maintaining automatically a more stable rela- 
tionship between benefit payments and rising prices. Adjustment of benefits 
by act of Congress each time the cost of living takes a substantial jump is a 
delaying and time-consuming procedure. 

Workers in the United States today remain uninsured under our social-security 
system against one important and serious source of wage loss, that of unem- 


‘YWCA is also submitting a separate statement. 







































SOCIAL SECURITY ACT AMENDMENTS OF 1954 613 


ployment due to permanent disabilities not directly traceable to the nature of 
their employment. We should like, therefore, to recommend that the Social 
Security Act be extended to provide disability insurance for the totally disabled 
and that rehabilitation services be provided for those capable of benefiting from 
yocational retraining. 

Miss Stirr. Thank you very much. 

The CHarrMan. Are there any quest! ? 

The Chair hears none, Thank you, Miss scitt. 

The next witness is Miss Eleanor M. Hadley, representing the Amer 
ean Association of Social Workers. 

We are very p leased to have you here, Miss H idley. 


STATEMENT OF ELEANOR M. HADLEY, WASHINGTON REPRESENTA- 
TIVE, THE AMERICAN ASSOCIATION OF SOCIAL WORKERS 


Miss Haptry. Mr. Chairman and gentlemen, the American Asso 
iation of Social Workers is the principal professional organization 
mong social workers as the American Medical Association is among 
physicians. It is made up of 13,500 members organized in 131 chap 
ters across the country. By the nature of the prof ssion, social work 
have an intimate and first-hand acquaintance with the problems 
arising out of economic need, and thus were among the first and firmest 
supporte rs of social secur ity. 
The association forms its basic policy posi itions at delegate assem 
blies held alternate years, where the membership has an opportunity 
for direct participation. At these delegate assemblies social security 


has been assessed, modifications have been discussed, and al record of 
the association’s thinking on this subject has been built up. It is a 
: subject to which the association has given long and serious thought 


The association is profoundly persuaded of the wisdom of the 
President’s words: 


lhe human problems of individual citizens are a proper and important 


of our Government. ‘To help individuals provide for economic securit 
for their old age and economic security for their families in the event of death) 
are proper concerns of all levels of government, including the Federal Gove 
ment. 

Despite shortcomings which can be corrected, this system (OASI) is basi y 


sound. It should remain, as it has been, the cornerstone of the Government’s 
program to promote the economie security of the individual 

The American Association of Social Workers has studied the pro 
posed changes in OASIT put forward by the President and embodied 
in the chairman’s bill. It endorses them. In certain instances, it 
would have liked to have seen the administration go further than it 
has. but the association is of the view that the President has submitted 
recommendations which strengthen and basically Improve the system. 

Social workers, being directly acquainted with what it means to 
pe rsons to live 1 In economic in security, strongly do se extension of 
coverage to those now outside the syste n—farm operators and farm 
workers, professional groups, and State and local employees 

Inasmuch as farm operators and farm workers, who are not em- 
ployed full time, are the largest single group without retirement 
benefits—5.8 million persons—the AASW regards their inclusion as 
having particular significance. The importance of this step can be 
viewed in human terms and it can be viewed in dollar-and-cents terms. 
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Mrs. Hobby’s testimony before your committee graphically indicated 
the difference in the size of OAA roles in farm and nonfarm counties. 
In the chart presented to you, she showed, as of December 1953, that 
in farm counties 31 percent of the aged were receiving OAA and 13 
percent OASI benefits, while in nonfarm counties 17 percent were 
receiving OAA and 36 percent OASL. 

Old-age assistance represents charity, and no one elects charity. 
The large proportion of aged receiving public assistance in farm 
communities does not indicate that farm persons are less self-reliant 
than nonfarm persons, nor that farm people look to the Government 
rather than to themselves to make ends meet. It indicates that farm 
operators and farm laborers do not have the opportunity open to urban 
persons to provide for independence in old age through a contributory 
system of social insurance. Farming is an insecure occupation. The 
equivalent of unemployment stalks the fields in the form of uncertain 

cash income. It is ironic indeed that farm people, the historical 
eyualbi of independence and self-reliance in our culture, have been so 
discriminate:' against legislatively that they constitute double the 
proportion of relief recipients of those in urban communities. 

Welfare assistance will always be a function of all levels of govern- 
ment, but to the extent to which it does not need to be, to the extent to 
which the hazards that cause its being can be handled through a system 
of insurance, welfare assistance shoul l be re placed by insurance e. At 
its delegate assembly, the AASW has affirmed: 

\ maturing social-insurance system should gradually reduce to a minimum the 
necessity for other public and voluntary provisions of benefits to individuals and 
families suffering from common hazards 

It is strange indeed that we have insisted on treating the loss of in- 
come in old age to persons on farms as different from such to those of 
us in this room. From the casework experience of its members, the 
American Association of Social Workers sees nothing to suggest that 
farm persons are different from the rest of us, that they prefer charity 
to self-reliance. 

Some of the past obstacles to inclusion of farm people have arisen 
from the difficulty of areren practical administrative procedures. 
The association does not believe these could not have been overcome 
sooner had there been the will, but happily the bill before you does 
take care of these difficulties, providing greatly simplified, feasible 
procedures for the inclusion of both farm operators and farm laborers. 
The American Association of Social Workers urges the members of 
this committee to support the President’s rec commendation for inclu- 
sion of farm people contained in your chairman’s bill. 

The association believes that it is essential that OAST benefits be 
increased if the system is to perform its function of providing economic 
security in old age and to survivors. Therefore, the association en- 
dorses the wage-base increase, though it itself would have suggested a 
higher figure. It endorses the new formula. It endorses the pro- 
posal to drop the 4 lowest years of earnings from the computation of 
average earnings. It favors the liberalized provisions of the new 
retirement test. 

The AASW believes that the administration has taken a forward 
step in protecting the benefit rights of those who are disabled. But 
freezing benefits which will come due at age 65, important as this is, 
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snot enough. In cases of total disability, protection for the years 
between the time of disability and the age 65 is needed. So likewise 
s assistance needed during short-term disability. The AASW is 
disappointed that the admin istration, In subm tting ts forward-look- 


ng proposals, failed to provide for this. 


Under existing legislation, permanent and total disability is a cate 
gory of public assistance. Certainly if Federal assistance is on a 
‘ategorical basis, it is good to have a category for « bil tv. but iwalh 


1 


I re fer to fundamenta plilosoph: ‘ | relief to be 1 ‘ferred to con 
tributory social insurance ¢ 
As I have stated. the American Association of So al Workers 


firmly belj ve that tO Tlie Xtent tha hazards Ca le red ced to an 
insurance basis, such is greatly to be preferred to welfare payments 
Government policy should encourage self-reliance, it should encourage 
ndependence. ‘The association believes that present legislation with 


respect to disability does just the « pposite. 

. . . . 1 , 

Adding d sabilitv to our Insurance system 1S not a hovel idea. lt 
has been considered In past Congresse . and this committee and Chis 
House are on record as approving it. Further, it has been tried and 
found sound. It is a successfully functioning part of the Railroad 
Retirement Act, and the Federal Government has successfully ex 
tended it to its ely lovees. Inasmuch as the administration reviewed 
OASI with such thought and care and has made such able and 
constructive pre posals, it 1s especially to be regretted that if did not 


address itself to disability. 


Disability is something over which a person has no control. It 
could strike any one of us in this room. And for anyone who has to 
rely on his earnings for support of himself and his family, it is a 
aevastating economic expert en well as a] log al one. l 


do not. need to tell the members of this distinguished committee that 
most citizens of the United States have to rely on their earnings for 
support. Supplemental private income is a phenomenon not worth 
talking about when we are addressing ourselves to the problems of 
American citizens. 

The decision which came out of the conference report on the 1950 
Social Security Amendments was to rely on charity to take care of 
this situation. Why do we msist on making : 


worse in our effort to take care of it? Solution by charity naturally 


bad personal situation 


implies a means test. so, on top ¢ f losing one’s earn ng ability, one 
is obliged to strip oneself of virtually all one’s possessions before 
becoming eligible. Psychologically, this is rather more than the 
ordinary person can take. We break him. We break his family 
Instead of retaining his independence, his pride, he gets to the point 
where he says, “Let the Government prov ide.” Is that what we want 
to encourage ¢ 

Welfare assistance will always be a part of Government because 
all hazards are not reducible to an insurance basis, but disability is. 
Its suecess has been demonstrated abroad and here at home. It is 
the earnest request of the American Association of Social Workers 
that this committee add disability to this able bill which the chairman 
has introduced. 

I have spoken of long-term disability because the bill under consid 
eration is OASI. The association is equally persuaded of the need for 
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putting short-term disability on an insurance basis. Its thought is, 


however, that this might better be made part of the unemployment 
compensation system. 

The American Association of Social Workers looks to this commit- 
tee to provide leadership for a self-reliant solution to long-term dis- 
ability. 

The Cuarrman. We thank you, Miss Hadley, for your fine presenta- 
tion. 

Mr. Kean will inquire. 


Mr. Kran. Miss Hadley, would you include in this bill a further 


tax increase, effective next vear, in order to take care of the disability 
insurance that you propose ¢ 

Miss Haptry. The association, I would say, has not done enough 
careful work on that to take a position. It such were necessary from 
an actuarial point of view—— 

Mr. Kran. Of course it is necessary. You cannot give more benefits 
without paying for them. 

Miss Haptry. Except that—— 

Mr. Kran. You have put in only one-half of the picture. You 
ought to study both sides. 

Miss Haptey. Yes. The bill does contain several measures which 
would increase income by raising the wage base. 

Mr. Kran. Here we always have to weigh the possible benefits 
against the possible cost in considering the feasibility. 

Miss Haptey. Of course. 

Mr. Kran. I feel that when you come in here and say, “I favor this 
thing,” and you have not weighed the cost, have not weighed the 
situation and looked at both sides, you have not done quite what you 
should do. 

The CuatrmMan. We thank you very much, Miss Hadley. 

Mrs. Joseph Stoll is the next witness. 

We are ve ry glad to have you here, Mrs. Stoll. 


STATEMENT OF MRS. JOSEPH MILLS STOLL, REPRESENTING 
SPOKESMEN FOR CHILDREN 


Mrs. Sroti. My name is Hester Stoll, and I am a member of the 
board of directors of Spokesmen for Children, a national voluntary 
organization which is concerned with Federal legislation affecting 
children, particularly in matters of health, welfare, education, and 
security. Our organization, while a registered lobby for children, has 
no paid staff. Members of the board do the work as voluntee rs. Our 
membership is made up of people interested in children’s affairs from 
different points of view. For instance, we have among our members 
cloctors, nurses, teachers, ministers, social workers, businessmen, par- 
ents, interested citizens, and so forth. 

We support H. R. 7199 because it expands and improves our na- 
tional old-age and survivors insurance system and thus offers in- 
creased security to the children of retired and deceased workers. This 
social-security program, established by the Social Security Act of 
1935, has been amended several times and needs further amendment 
so that it can give economic protection against the hazards of old 
age and death to the majority of workers, their dependents, and sur- 
vivors. 
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This is of the utmost importance in maintaining family life in our 
country. When the retired worker and his dependents or his survivors 
lack money for food, shelter, utilities, clothes, and medical care, the 
children in the situation inevitably suffer, not only from the want of 
these necessities, but from the attendant emotional insecurity which is 
caused by the anxiety and worry of the parent or parents. Thus, old- 
age and survivors insurance can make or break a family. It should be 
a powerful force in preserving family life. 

We favor the provisions of H. R. 7199 which would extend basic 
protection to practically every employed and self employed person ex 
cept those who work for the Federal Government as civilians or mem- 
bers of the Armed Forces. We are glad that professional persons and 
farm operators would be covered on the same basis as other self-em- 
ployed persons, and that ministers and members of religious orders 
could be included on a basis similar to that used for employees of 
nonprofit organizations. 

The provisions have our support which would cover hired 
workers and domestic workers if they earn $50 from 1 employer in 1 
calendar quarter regardless of the days worked for that employer. 
The maid who works 1 day a week at $5 or $6 a day for a number of 
different employers will be covered if this bill passes. There is prob- 
ably no group of workers with lower wages and less security than our 
domestic workers and, as a result, no group who needs more complete 
coverage as much. 

We shall not attempt to enumerate all the different classes of the 
10 to 11 million workers who would be covered by this bill, but we 
would like to emphasize the point that this extended coverage will 
increase the security of quite a few children, at least 10 million, ae 
cording to the best information we have been able to get. 

We are particularly concerned about the need for ine ased benefits. 
Some increases would be provided by these measures of H. R. 7199: 
(1) a revised benefit formula; (2) an increased earning Se ro 
an improved method of determining the average monthly wage, in- 
cluding the 4-year drop-out provision. 

All of these measures would result in an average increase of $6 to 
$7 and a minimum of $5 for an individual beneficiary with a propor- 
tionate amount for dependents and survivors. 

Even with these slight additions, the benefits will not supply a 
minimum standard of living. We believe that beneficiaries should re- 
celve an amount which is sufficient to maintain themselves without 
having to turn to public assistance and private agency help for supple- 
mentation except in unusual circumstances. We recommend that the 
House Ways and Means Committee find a method of increasing the 
benefits further. 

Let me say that we are not suggesting any one particular method. 
We think that in your wisdom you would know which one of the 
methods already in use is the best one or what other methods are 
possible. 

Recently a situation came to our attention in which four teen-age 
girls were the survivors of a widow who had worked at the telephone 
company for many years. These girls were fortunate because they re- 
ceived the maximum benefit of $168.90 a month. Also, they inherited 
a small house. Their church has helped. Neighbors have helped. 
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And yet they have had a hard struggle to get along on their benefit, 
which amounts to $1.40 per day per child. We feel that the present 
half-a-loaf benefits should be raised to protect our children and insure 
them a minimum standard of decency and health. 

We support the freeze of earning records of disabled persons so 
that their benefit rights would be preserved. Also, we favor the re 
ferral of disabled persons to the State rehabilitation agencies so that 
some of the disabled could be returned to gainful employment. These 
measures are good, but do not go far enough. We are concerned 
about wl at will happen to the families of disabled workers who can 
not be rehabilitated. Must they go on relie : until the disabled person 
i 65% What hs appens if the y are not eligible under the residence 

requirement or the means test for public assistance in their State? 

Dj sability of the wage earner leads to serious, economic and social 


breakdown of family life. The majority of disabled persons soon 
exhaust their resources and must turn to pu ib lie aa Ip. A small num 
her—less than 5 percent- -recelve workmen’s compensation. \ very 
few are covered by private insurance: We recommend that the House 


Wavs and Meat s ( ommittee consider again the poss] ib lity ot (lis ihil 
itv insurance based on the — er’s wage record and with benefits for 
dependents. There are fe: in some quarters that disability insur 
ance would be hard to ‘sdeielnen and that some persons would take 
advantage of it. We are told that experience W) der the veterans’ 
i surance an the railre ic retirement progr: Wms olives evid nee that 
d sability insurance can 

We support the provisions relating to the retirement test as being 


fairer and more liberal for persons 65 and over who continue to work 


he sound and work able. 


full or part-time and draw some of their benefit. 

As you can see, we wholeheartedly support H. 7199 with cert 
improvements recomme nded above. This bill i increase the secur- 
ity and well-being of many wage earners and thei ir os apna and sut 
vivors, and thus will contribute to the general welfare. 

The CHarmman. We thank you, Mrs. Stoll. 

The next witness is Mr. A. L. Archibald, executive director, or Dr. 
Jacobus Tenbroek, president, National Federation of the Blind. 

: Seagee rstand, Mr. Archibald, that you have no written statement. 

Arcuipatp. That is correct, Mr. Chairman. 
ie ‘HAIRMAN. We will be very pleased to hear you. 


STATEMENT OF A. L. ARCHIBALD, EXECUTIVE DIRECTOR, 
NATIONAL FEDERATION OF THE BLIND 


Mr. Arcuipatp. First of all, I would like to say that Dr. Jacobus 
VYenbroek, president of the National Federation, was unable to be here. 
He was called back to his position at the | Taibe rsity of ¢ Se bow on 
urgent business, and was not able to stay over the weekend. Accord- 
ingly, I shall make a few brief remarks in presentation of the position 
of the National Federation, and wish the committee well in its deliber- 
ations upon the bill. 

My name, for the record, is A. L. Archibald. executive director of 
the National Federation of the Blind. 

We endorse, Mr. Chairman, H. R. 7199 and its attempt to get close 
to universal coverage of all persons for old-age and survivors insur- 
ance, We endorse this as a sound social principle. We endorse 
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ind support it because we believe that many of our blind people will 
benefit from it. 

Blindness is to some extent a disease of old age. It is in large 
measure a disease of adulthood. Probably better than 90 percent of 
blind people lose their sight in adulthood and 1 any, Many of these 
are in the elder age group. 

This means that problems in relation to public assistance will be 
reduced, as many ot the se people owaln eligibilit v tor old age and sur 





ee insurance. It means that individuals who now must suffer 
ps they regard as the indignities, the sense of degradation, the loss 
self reliance anc a sense ot! independence, will be chat red. It 
eans that they will preserve their sense of di y and self-reliance 
that they have gained, and a position and income security now with 
out its sad fea eh 4 to the means test and its d couragement of 
any other kind of acti | v which apparently exists on \ itlV mor 
fied by n dager palace ; . 

Phe Cy rMan. Would vou mind an interruption / 

Mr. ArcnipaLtp. Not at all. , 

Che CuatrmMan. I just want to say that every membe1 the Way 
ind Means Committee 1 In Sympathy with you ( tant efforts te 
mprove not only the financial condition of the blind. but also to build 
up that fine morale which I believe now exists among most of you. 

I also want to say that I have known over the years your activities 
this field, and they are most commendable. 

I also want to speak for Mr. Jenkins here at my left, who i i litt! 
modest about what hye has aohe f« r the dD] nd, b he is peeh Ver, 
helpful through the years. 

Mr. Arcuinaup. That is certainly true. Mr. Reed, a t Mr. Jenkins 
The blind people of the country know what a tremendous debt t \ 
have to him and to his activities : and his interest. and we are crateful 
for your co} imendatory rem a 1 the National Federation, becau 
our basic and main purpose is to e a avor to integrate all blind peop! 


back into social activity if wep iene Weh Vi mstant! urge 


hefore th 3 committee. and others . that our syste of nublie assistance 


and old and survivors insurance and the disability features which 


are “eel, ati or m: LV he introduced into if. will be blen ied to th iz 


end. 

My next point, ah ( hairman, is that we should like to make a 
oven»ne elt aaahceumaies f the extension of coverage to the field of d 
ab lity j hnsurance. We believe that the additional costs which ould 
aaa in supporting disability Insurance, Whatever ft y may be 
determined to be on a sound actuarial basis, e thoroughh 


worthwhile. 

‘The present bill before the committee, = R. 7199. prov ides for a 
freeze of benefit rights during a pel riod « f disability. We heartily 
endorse this and hope that the committee w “ill enact it into I vislation 
if it should turn out to be the only measure with respect to disability 
that, in the committee’s wisdom, seems advisable at a time. 

We f fee | th: at it is highly Imports unt because it bea Sa close relation 
ship to the amount of rehabilitation which will occur in the f ture. 
The very act of going in to apply for the dieability freeze will bring 
the individual, a blind individual or other disabled indivdual. j nto 
contact with rehabilitation officials. 
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In the past and to date, it is sadly true that a period of between 6 
and 7 years, on the average, lapses between the onset of a disability 
and contact with a rehabilitation agency which can do something 
about. it. 

Case-finding is a most important part of this, +99 through this 
measure many, many cases will be found and will be helped to get 
back on their feet and back into the main stream of economic activity 
before deterioration and atrophy of productive power sets in. 

Most can be done for a newly blinded person when he is contacted 
immediately. When he is permitted to sit around at home in the 
rocking chair during idleness, after he uses up all his personal re 
sources in futile attempts to regain his vision or in support of his 
family during that period, when he finally comes to public assistance 
there is sufficient disintegration of the personality that oftentimes it 
is difficult to do much, particularly when that program is one which 
encourages and reinforces that selfsame disintegration of the per- 
sonality and atrophy of the productive powers. 

Getting to a newly b linded person at the onset of blindness is highly 
important. In many cases through training, through adjustment and 
orientation to his blindness, he may be returned to the selfsame job 
he occupied before. 

We have proved this time and time again in the activities of ow 
organization and the activities of the Federal-State rehabilitation 
programs. 

One further point to which I should like to address the committee’s 
attention, however, is the definition of blindness which is proposed in 
H. R. 7199. It is a definition which I take it is adopted part and 
parcel from the practice of the Veterans’ Administration. It pro 
poses that a blind person shall be deemed automatically disabled for 
the purposes of the freeze. The definition states that a blind person 
is one who has 5° visual acuity or less, or whose visual field is con- 
tracted to less than an angle of 5° 

This definition is not in keeping with the usual definition in the 
entire field of work for the blind. For public assistance purposes, 
for rehabilitation purposes, for medical purposes, for educational 
purposes, the definition which has been customarily adopted through- 
out the entire field is 20/200 visual acuity with correcting lenses, or 
a contraction of the visual field to an angle not greater than 20 

We believe this is a more appropriate definition, even for the pur- 
poses here in the bill, and we urge that the committee consider its 
substitution for the one proposed in H. R. 7199. 

We would call to your attention that this committee adopted that 
definition as the appropriate definition for blindness in relation to 
the special additional exemption on account of blindness granted 
under the provisions of the Internal Revenue Code. 

Finally, Mr. Chairman, again the definition of disability contained 
in the disability freeze section of the bill as it applies to the overall 
situation is ambiguous, and we think it could be improved to some 
extent. It states that disability means an inability to engage in sub 
stantially gainful employment by reason of a disability which is medi- 

cally determinable, of long duration, and so forth. 

This is ambiguous because of the words “by reason of.” If an 
individual, even though he has a physical disability, is capable of 
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working and does in fact work, and there is a per od of layoff, there 
arises the question: Is he then unemployed because by reason of his 
disability or by reason of lack of work ? 

In these circumstances, knowing the employment field, we know 
that in actuality it is the handicap which is related to the disebi lity 
which arises out “i the disability, the employment handicap which is 
involved which in most cases prevents his reemployment. Yet the 
language which 5 ceebvniotied here has been adopted in many States 
with respect to the disabled parents of needy children under the aid 
to dependent children program, and we have a ridiculous situation 
where disabled parents who, say, themselves are totally and perma 
nently disabled, in that category, or who are blind, themselves qualif 
for public assistance ; vel their children do not, because it is held that 
these blind peop le and others have worked as disabled persons, and, 
therefore, it is not their disabili ty which pre vents them from working, 
but rather, it is simply the lack of a job, something which the defin 
tion does not contemplate. 

I do not know, Mr. Chairman, that I can suggest to you absolutely 


clear language on this point. I have not thought of any to date. | 
do think, however, that in the report which the committee might file 


to accompany the bill, this point should be clarified, that is, that ar 
individual who is disabled and does not have work because of the 
employment handicap, with consistent attitudes toward his inabilities, 
in large measure social attitudes, and the lack of willingness of en 
ployers to accept him, should be considered yet disabled for the put 
poses of preserving his benefits and rights under OAST. Such qual 
fying language in the report I think would go far to settle any ques 
tions which might arise on this point in ~ future. 

That concludes my brief remarks, Mr. hairman I wish to thank 
the committee very much for the priv te of iuatint and we leavs 
this to your wisdom. 

The Cramman. We thank you very much, Mr. Archibald, for yout 
presentation of the problems of the blind. 

We have the statement of Mr. Miles D. Kennedy, director of the 
National Legislative Commission of the American Legion, and we will 
submit his paper for the record. 

We have also the statement of Mr. James G. Patton, president of 
the National Farmers Union, and we will submit his paper for the 
record. 

(The statements referred to follow :) 


STATEMENT OF MILES D. KENNEDY, DrrRectTor, NATIONAL LEGISLATIVE COMMISSION, 
THE AMERICAN LEGION 


Mr. Chairman and gentlemen of the committee. 

I am Miles D. Kennedy, national legislative director of the American Legion. 
I am appearing in behalf of the American Legion, and more particularly in 
behalf of our national child welfare commission, and want to take this oppor 
tunity to express our sincere appreciation for the privilege of stating our posi- 
tion on certain matters relating to H. R. 7199. 

Although very much interested in the veteran and his wife or widow, you will, 
of course, recognize that the child welfare commission has a major interest in 
those social-security features pertaining to children or that primarily affect 
children. 

I would also like to establish the position that I do not in any sense appear 
before you as an expert in the insurance field. I have studied the Social Security 
Act and have real appreciation for its complexities and for the difficulties which 
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exist in any attempt to amend its provisions. As an organization, however, 
the American Legion believes that certain changes in the present Social Security 
(Act are desirable, particularly in the social-insurance provisions. Our national 
child welfare commission has maintained an almost continuous study of social 
security matters since 1946 and feels that there are certain lacks and short 
comings which are given consideration in H. R. 7199 and upon which we wish 
to comment. 

One of the primary purposes of the American Legion is to be of service to 
the disabled veteran and to the dependents of veterans of the two world wars 
and the Korean conflict. Our interest in children is a part of that broad pro- 
gram of service. For more than a quarter of a century one of the goals of the 
American Legion has been “a square deal for every child” and in that period 
of time we have provided funds and services in excess of $100 million in aid to 
children. Even in these days, $100 million is a very respectable sum of money 
and should indicate that the American Legion has more than an academic interest 
in the well-being of children. 

secause we have had in such close succession two world wars and a military 
action in Korea, a great percentage of the males in this country are either 
veterans of maximum child-producing age or veterans who only recently passed 
that age. The result is that at least half of the children in the United States 
are today the children of veterans and that percentage may be expected to rise 
even further in the near future. We are all aware of the record number of 
births during the past several years and we estimate that considerably better 
than 50 percent of these new children are of veteran parentage. In fact, a con 
servative estimate would place about two-thirds of our current births in this 
Nation in the category of veterans’ children. 

Within the national organization of the American Legion and its affiliated 
organizations, we have facilities for extending direct cash assistance to the 
dependent children of veterans on a temporary basis whenever governmental or 
other sources of aid are not available, or are inadequate Although we have 
heen able to assist children through the expenditures of some $100 million, our 
experience has shown us that with some 26 or 27 million children of veteran 
parentage, it is impossible for any private organization, however large, to e 
pect to assure proper care and protection to even the children of veterans, 
much less to all children of our Nation. For that reason, we have felt deeply 
obligated to turn more and more of our attention to those public programs 
established by Congress and by the State legislatures for the benefit of children 
generally. 

In order that the position of the American Legion in relation to H. R. 7199 
may be understood and for the purposes of the record, I would like to submit 
the resolving clauses of the most recent resolutions adopted by the national 
executive committee, our governing body, at its April 29 to May 1, 1953 meeting 
pertaining to two phases of the Social Security Act which are included in this 
bill: 


Vo. 2 imend Social Security Act to preserve wage credits of those unable to 
remain in covered employment because disabled 

“Resolved, That Congress, in its present study of the Social Security Act and 
of needed changes thereto, be asked to amend the Social Security Act so as to 
preserve wage credits of those who are unable to remain in covered employment 
by reason of disability and thereby insure benefits to such persons at the time 
they reach the age of 65 or to their eligible surviving dependents in the event 
of their death, such benefits to be based upon the actual wage credits earned 
prior to the time of disability without regard to time elapsed during which no 
wage credits have been earned as a result of disability.” 


No. 1 Eliminate or raise the ceiling on earnings of all old-age and survivors’ 
insurance recipients 

“Whereas many widows of veterans in order to support their minor children 
find it necessary to supplement old-age and survivors’ insurance income by seek 
ing employment and thereby suffer such decrease in, or loss of, old-age and 
survivors’ insurance benefits to which they are otherwise entitled, be it 

“Resolved, That special attention is called to need of widows of veterans 
who are supporting minor children, for relief from the limitations of the present 
$75 maximum on earnings; and amendments of the Social Security Act to provide 
said relief is urged.” 











SOCIAL SECURITY ACT AMENDMENTS 


Resolution No. 2 above asks that the Social Security Act be amended to pre- 
erve Wage credits of those who are unable to remain in covered emplovment 
vy reason of disability We believe H. R. 7199 meets the requ men f our 
esolution by virtue of preserving those wage credits under certa conditions 
ind we, therefore, urge the adoption of this provision. 

From a veteran’s standpoint, the present statute provides a benefit in one 
section of the act and takes it away in another section the same act which 








rants $160 credit for time spent in military service ‘ s that bene for 
hose who are totally disabled by not providing a wage credit “freeze Nat 
irally the same provision applies to the civilian who is a nonveterar From 
the standpoint of surviving dependents of veterans and nonveterans alike, it 


means being penalized because the wage-earning husband and father was totally 
lisabled. 

In such instances, it seems to us that the term “‘social insurance” is a misnomer 
for what is more unsocial than to deprive widows and orphans of a social-security 
benefit because the wage earner, as a result of his disability, lost his insurance 
coverage. All families where the wage-earning father remains in good health 
ind is able to continue his employment at least have a better opportunity to pro 

ide for their own future needs than does the family where the wage earner is 
inable to work. Yet at the death of totally disabled men, many families are 
dealt another blow because their survivors’ insurance ts are either ex- 
tremely meager or nonexistent The only resource for a number of these 
families, especially those with small children, is to seek public assistance. This 
in itself defeats at least one of the original aims of the old-age and survivers’ 
nsurance program—that of reducing public assistance rolls 

We are aware that H. R. 7199 does propose a revision in the method of com- 
puting the average monthly wage. We refer to the proposal of disregarding the 
4 years in which earnings were the lowest or were nonexistent In families 
where the wage-earning parent suffers a temporary disability or a partial dis- 
ability, this proposal would be of assistance but it would not be of major help 
for the family whose wage-earning parent was totally and permanently disabled. 
No doubt the proposal of disregarding the 4 lowest years would be of assistance 
for some qualifying for old-age insurance, but it falls far short of the mark for 
the younger family who otherwise would not qualify for survivors’ insurance. 

For these reasons, the American Legion urges favorable consideration of those 
proposals in H. R. 7199 which would provide a method for retaining wage cerdits 
for the wage earner when he becomes totally and permanently disabied 

Resolution No. 1, likewise adopted by the national executive committee of the 
American Legion at its April 29 to May 1, 1953, meeting, calls special attention 
to the needs of widows who are supporting minor children for relief from the 
limitations of the present $75 maximum on their earnings without a decrease 
in or loss of survivors’ insurance benefits to which they otherwise might be en- 
titled I am sure this committee has and will hear ny arguments which 
favor the lifting of the present work clause limitation. Members of this Con 
gress itself introduced some 50 or more bills during this Congress designed to 
eliminate or raise maximum earnings permitted while still remaining eligible 
for insurance benefits. We do not wish to unduly take up your time to listen 
to arguments you have already heard. We do wish to point out, however, that 
as an organization the American Legion has always stood firm in its conviction 
that private initiative is desirable. Likewise in our child-welfare standards, 
the national child welfare commission of the American Legion has for many 
years believed that any intelligent program of security and service for the child 
and his family must be so designed as to Safeguard the exercise of enterprise and 
initiative. We believe the limitation on earnings has a tendency to stifle this 
initiative by virtue of many widows being reluctant to sacrifice for their families 
the security of survivors benefits for the greater but more uncertain income from 
additional employment. 

In behalf of children we should like to point out to 5 
on earnings applies equally to the single person past 65, to the young widow with 
i child, and to the widow with many small children. Were survivors’ benefits 
sufficient in all instances to meet the hich cost of living, there would be no valid 
reason for altering the work clause maximum. However, the only survivors’ 
insurance benefits available to many widows and their dependent children are 
based on the presumed average monthly wage of $160 of their veteran husband 
plus possibly a few years of employment when returned to civilian life and trying 
to get started in his chosen field. 











ou that the $75 maximum 
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Although our resolution calls for no particular method of providing relief for 
widows who are supporting minor children, we believe the principle of increas- 
ing the maximum on earnings as set forth in H. R. 7199 is sound. We believe this 
method not only puts the wage earner on the same basis as the self-employed 
but gives a widow an opportunity during seasonal employment to help provide 
for her family in a more adequate manner. Anyone who has raised a family 
recognizes, of course, that there are periods during the year when expenses are 
necessarily more heavy than at other times. The beginning of school, for 
example, frequently brings with it certain necessary expenses which are not of 
a continuous nature during the entire year. If we had any fault to find with 
this provision of the bill, it would be on the grounds that $1,000 earnings during 
the vear when added to the average survivors insurance benefit, does not relate 
itself too favorably to the present cost of living. Especially is this true where 
a widow is left with several minor children for whom she is solely responsible 
We do believe, however, that H. R. 7199 does provide a better and more liberal 
method of limiting the earnings of the benefi iary and would, therefore, urge 
that this provision be adopted. 

Mr. Chairman and members of the committee, the American Legion through 
its national child welfare commission appreciates full well many of the com 
plexities involved in our present social-security law and the care that is neces 
sary to amend that law. We appreciate that total equity is a goal rather than 
a reality but we do believe that the changes on which we have presented our 
views would reduce some of the inequities in our present system. We want to 
thank you for the opportunity to appear before you and for the consideration 
which you have always given to the requests of the American Legion. 





STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL FARMERS UNION 


Old-age and survivors insurance in 1952 covered approximately SO percent of 
the Nation’s paid civilian jobs Workers in the remaining 20 percent of such 
jobs either did not have any protection or had less than full protection under 
the program in effect at that time. It is this 20 percent of the Nation’s workers 
that I would like to direct the committee’s attention. Of this 20 percent of 
the Nation’s paid jobs, approximately 13 percent are not covered by any publi 
retirement system. According to the annual report of the Federal Security 
Agency for 1952, most of the people in these jobs are farmers, farm or household 
workers who are not regularly employed by a single employer, or self-employed 
professional people. Undoubtedly the greater part of this group are farm owner- 
operators. Whether farmers or some other groups are not protected, however, 
it is the position of the National Farmers Union that old-age and survivors 
insurance can be fully effective only if all or virtually all of gainfully employed 
workers are covered 

Farm operators continue to be the largest occupational group without pro 
tection of any retirement system. Yet the aged in agriculture are faced with 
even greater problems of insecurity than the aged in other occupations. Com- 
mercialization and specialization in agriculture have made the family farmer 
less self-sufficient and more dependent on the market economy with its attendant 
risks than in earlier periods in history. Larger investments in land and farm 
equipment and the need for greater amounts of working capital are making it 
difficult if not impossible for farmers to achieve retirement through gradual 
reduction in farming operations A farm business today can be curtailed only 
with the sacrifice of sound farm-management practices. 

The farm population has more than its national share of old people. This 
has been brought about by the wholesale migration of farm-reared boys and 
girls as soon as they reach the age at which nonfarm employment can be secured 
The stream of hired agricultural workers moving up to ownership of farms is 
diminishing and more and more farm employees are having to remain in the 
status of wageworkers. This group has only limited protection under the 
present program hecause of restrictive coverage provisions ; many workers in this 
group are afforded no protection at all. 

More and more, during recent years, farmers have been turning toward insur- 
ance and cooperative efforts for protection against the many hazards of agricul- 
ture, both economic and natural They have learned new ways of working 
together. For example, they are increasingly aware of the advantages of 
cooperative purchasing and marketing. They are also awake to the benefits 
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ind value of insurance against fire, hail, and flood, as well as general crop 
insurance to spread the risk from natural disasters 


The argument that farmers do not desire old-age or survivors benefits will 


no longer stand up. Farmers today are thinking concretely in terms of the 
application of the insurance principle to social hazards which affect their 
security. This is evidenced in the recent studies made by agricultural experi 





ent stations in Connecticut, Wisconsin, and Texas, in cooperation with the 
Bureau of Agricultural Economics in the Department of Agriculture. 











Heretofore, farmers have borne the costs of social insecurity through local 
taxes for relief purposes. Therefore, the farm owner, through his ty 
taxes, has, in part, contributed to the support of those farmers or agricultural 
workers who lost farms or jobs kurthermore, every ! kes 
an off-farm purchase, he is contributing to so security of n 
farmers who had a hand in the manufacturing process Under a broad social 
security insurance program, all segments of the population ould contribute 
n proportion to their earnings. Because all the Nation’s workers would be pool 
ing their small regular contributions in a common plan far families would 
enjoy the same protection as urban families Such a program is consistent 


with our democratic traditions, because all families, rich and poor alike, would 
be ineluded. 

To meet fully the needs of farm families, both Owners and hired workers, 
Farmers Union urges that social insurance be expan 


Ll) ed to Live proter if against 
the cost of medical care. Rural medical and hospital services have long been 














elow urban standards in both quality and quanti Yet it is our unde! 
standing that reductions are proposed in Federal appropriations to States 
under the Hill-Burton Act for the construction of rural hospital facilitic 

Farm families have not been able to afford, on an individual basis, as much 
medical, nursing, and hospital care as they need Che greatest number of 
children with preventable illnesses or ecorrectible defects, the highest infant 
death rates, and the highest death rates in maternity cases are found in rural 
areas Karm boys have been rejected by Army doctors for physical defects 
in considerably greater proportion than urban and city selectees This situa 
tion doubtless can be attributed, in part, to the ina ity of farm families to 


obtain adequate medical services out of their own resources 

The predominance of the family farmers employ little or no paid help. Even 
though this is true, family farmers have an interest in the continuation and 
broadening of the present program for hired farm workers Many of these 
farmers have sons that work on other farms whenever they can be spared 
from the home farm. Furthermore, the family farmers have an interest in 
seeing that their hired workers are permitted to build up protection the same 
as the industrial worker. While family farmers cannot very well compete 
with industry in the matter of wage rates, they can, at little cost to themselves, 
improve their ability to attract good men to the farm by offering the same 
kinds of social security, including unemployment insurance, that are now availa 
ble to industrial labor. 

Iarmers Union endorses the social security program presently in effect for 
hired farmworkers with provisos. Under the present law, in order to be covered 
a hired farmworker must be regularly employed by 1 employer and receive cash 















wages of $50 or more in a calendar quarter from that employe Che definition of 
regularly employed is complicated and has been misunderstood by many. In our 
opinion, this test is an unnecessary complication Moreover, it is our under- 
standing that its elimination would result in the course of a year in covering 
farm wages of about 2.7 million workers who are not now included under the 
present program. In keeping with Farmers Union recommendations to get the 


widest possible coverage under old-age and survivors insurance, it would also be 
necessary to eliminate the $50 cash wage condition in the present law. To sum 
marize briefly. Farmers Union endorses the covering of all cash wages earned in 
hired farmwork regardless of the amount of wages and the number of days the 
individual works for a single employer. We recommend also that workers 
employed in cotton ginning and the production of gum naval stores be included 
under the present program. This recommendation is in keeping with the recom- 
mendations of the consultants on social security appointed by the Secretary of 
Health, Education, and Welfare 

Farmers Union recommends that farm owner-operators be covered on a basis 
consistent with other self-employed workers. We recommend that this be accom 
plished by removing from the definition of net earnings from self-employment 
the present exclusion of income derived from any trade or business in which, if 
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the trade or business were carried on exclusively by employees, the major por 
tion of the services would constitute agricultural labor. If this were done, it is 
understood that anyone with annual net earnings of $400 or over from self 
employment, including the operation of a farm, would be covered. The consult 
ants on social secnrity in their report to Secretary of Health, Education, and 
Welfare indicate that in the course of a year over 3 million farm operators would 
be covered under this proposal. The inclusion of this group would present 1 
special problem within the framework of the present social security program and 
should not be delayed further. 

Farmers Union recommends that the operators of industrialized farms who hire 
the bulk of foreign contract workers in agriculture be required to pay the same 
social-security tax as would be the case if United States citizens were employed 
If a plan cannot be worked out whereby these workers will get social-security 
credit, it is recommended that tax funds collected be used to pay the cost of 
Federal regulatory measures designed to maintain adequate housing, health, and 
educational standards. Iarmers Union takes the position that the social security 
program should be designed so as to prevent providing an incentive to employ 
foreign contract workers in preference to United States workers 

In connection with old-age security for farm people, particularly in respect te 
a program based upon past earnings, we cannot overlook the fact that govern 
mental measures to maintain and improve farm family income are essentia 
features. No matter how good an old-age insurance scheme might be otherwise 
it can provide no greater security than that which is inherent in the income 
earning opportunities of the occupation to which applied 

An old-age insurance plan for farmers superimposed upon a sliding scale farn 
price support program with a 75 percent of parity floor means a 75 percent of 
parity old-age insurance for farmers. It is, therefore, we feel, important to re 
mind your committee that present adequate price support laws expire at the end 
of this year. 

National Farmers Union has, therefore, recommended enactment at this sessior 
of Congress of a comprehensive package bill including the following features: 

1. Extension of mandatory supports at a minimum of 90 percent of parity for 
the basics—wheat, cotton, corn, peanuts, rice, tobacco—and tung nuts and honey 

2. Mandatory supports at the feed-value-equivalent ratio to corn for rye, oats 
barley, grain sorghums, cottonseed, soybeans, flaxseed, and other storables 

3. Mandatory supports at a minimum of 90 percent of parity for milk and but 
terfat, beef cattle, calves, and wool. 

4. A food allotment program to enable the unemployed, elder citizens, relief re 
cipients, and other low-income consumers to obtain good nutrition diets. 

5. A farm trading post and international food reserve to expand exports of 
abundant farm production so as to relieve famine, promote economic development 
and promote the quest for permanent world peace. 

6. An adequate safety reserve of food and fiber for the United States. 

7. Extend marketing orders and agreements to more fruits and vegetables 

8. A loan program for improved marketing facilities. 

9. Renewal and extension of the agricultural conservation program 

10. A prog 1 of incentive payments to farmers for conservation practices o1 


land taken ont of production under acreage allotments and marketing quotas 

The Cuamman. Without objection, I will have inserted in the ree 
ord letters from: 

Mr John H. Wint rs, executive director of the State Di par ment 
of Public Welfare of Texas; 

Mr. J. A. Thigpen, commissioner of the De} artment of Public 
Welfare of the State of Mississippi; 

Telegram from Mr. Arthur B. Rivers, of the Department of Pub! 
Welfare of the State of Sor Carolina: 


1! th 

Letter from Mr. John C. Lynn, legislative director of the Americ 
Farm Bureau Federati« ns 

Telegram from Mr. R. E. Strahlem, New Mexico Public Welfar: 
Department ; 

Letter from Mr. George J. Hecht. American Parents Committee 

Letter from Ellen Winston, North Carolina Board of Public Wel 
fare: 
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Statement of Mr. Warren Lamson, Old Age Assistance Union of 
[]linois; 

Letter from Genevieve Artz, American Association of Social Work 
ers 

Letter from Arka Sas State Wi lfare Committee ; and 

Letter from Roy EK. Webb, president of the American Associatior 
for the General Welfare. 

(The material referred to follows:) 

STATE DEPARTMENT OF PUBLIC WoRKS, THE STA oF TEXAS 


Hon. DANTEL A. REED, 
Chairman, Committee on Ways and Means, 
United States House of Representat S, 
House Office Building, Washington, D. C 


DreAR Mr. REED: In my capacity as president of the American Pub Welfart 

















Association, I can report with assurance that this organizatio favor the 
extension of Federal old-age and survivors insurance and is in accord wi the 
spirit motivating H. R. 7190. As you may know, the American Public We 
Association is an organization of State i local public welfare departments 
individuals engaged in public weifare administration at a evels of government 

Also, as executive director of the Texas Department of Public Welfare, I sl 
like to present some of the thinking with regard to exte ing OANI coverage to 
two of the groups of individuals affected by provisions of the proposed amend 
ments. 

First, we in Texas favor OASI cover: for far1 wher-ope ind 
tenant). Without such social-security protection, we e ¢ rned al t wl 
will pay an old age pension to our farmer when everybody else is entitled to a 
retired income based upon the contributory OASI syst 

Our farmers are now in the position of financing other persons’ OASI benef 
Suppose a farmer buys a plow. He has to pay a little extra to the mercl 
cover the FICA taxes for every operation to do wi hing, manuf 
distribution, and sale of that plow fhe OASI cost is the ] { It « 
be anywhere else. It is necessary to pay the OASI cost eve ti a manufa 
tured product is purchased. 

As we have it now, all our farmers have to depend on is the public-assistanee 
program. There is no insurance prog for the Chere no em 
the farmer can go to and demand participation in a contributory system 
thing else. All of the social security a farmer can get | oO come out of the 
general revenue that is collected every ye: Now it see ; to me that we 
going to be faced in the future, not only in Texas but throughout the agricultu 
States pretty generally, with a tremendous pressure trom those people who d« 
not have OASI coverage for straight flat pe iid e curre ¢ 
Of course, if we have that, it is going to be a » nance il ies O 
depression or stress, which we might have ol! hese times. 

In regard to the expense out of the current revenue, let me cite ju 


instance of comparative cost between OASI benefits and old-age assistance gran 


In 1 congressional district, Mr. Rayburn’s district, with 7 rural counties, it 
December of 1952, there were 3,463 elderly persons who received $119,774 i 














OASI benefits out of the rance fund rhis same month we paid out of 
current revenue 12,507 old-age assistance grants amounting to $490,139 
those same counties. Actually, in such counties less than one-third of the 
number of persons are receiving payments from the it ance program tl 
are being paid old-age assistance out of the current revenue 

Likewise, there is another fe: of importance to farmers, the survivors 
insurance provision, which emph: s the dis minate enden now 
have in OASI. For example, two men lose their lives in the s e accident 
One man was a farmer, the other a laborer, say, on constructio jects. Ea 
is survived by a widow with two smal hildren It seems inconceivable, but 
nevertheless true, that on mublic assistance (out of current revenue) ba 
upon necessitous circumstances is available to the farmer's w while é 





widow and children of the laborer will receive as a vested right from the OASI 
fund monthly payments until the children become 18 years of age 

So, I think that the spiirt of the amend nt extending OASI coverag 
of particular importance especially i uN f 
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demands on current revenue for public-assistance purposes can be materially 
reduced. 

Second, I am concerned with the group proposed to be brought under OASI 
coverage comprising those employees of the States covered by existing retire 
ment systems. OASI coverage is proposed on a voluntary basis, subject to 
certain restrictive mechanics. 

The present law presents many absurdities. For example, employees of a 
political subdivision having no retirement plan may be covered under social 
security and then later be brought under a supplementary retirement system 
However, section 218 (d) of the Social Security Act bars coverage to all persons 
occupying positions which were covered by a public employee retirement system 
on the date any agreement is entered into covering sucb positions. Hence, 
section 218 (d) only penalizes States and political subdivisions which were 
farsighted enough to provide retirement plans in the past 

1 am sure that the detailed conditions included in the amendment under which 
a referendum of the public employees in each retirement system must be con- 
ducted are intended to be safeguards against the unstudied abandonment of 
existing retirement systems in favor of social security participation. Like- 
wise, it is stated to be the policy of the Congress not to impair existing retire- 
ment systems if OASI coverage is extended. 

There is thinking that the proposed amendment of section 218 (d) is not in 
keeping with the spirit of the measure designed to encourage more and more 
participation in OASI. Actually, it appears that these proposals are restrictive 
and discriminatory toward the public employees of States and political subdi- 
visions. Resides unnecessary expense to the State is required in the proposed 
supervision of the employee’s referendum. 

it would seem that the congressional guaranty not to impair the retirement 
system if simultaneous OASI coverage is obtained is unnecessary since it is 
well established that the public employees have a vested interest in their re- 
tirement system funds. Nor does it seem to be necessary to require such de- 

led machinery to be set up for the holding of a referendum among employees 
overed by retirement systems; because I know of no State legislature, or the 

verning body of a county or other political subdivision, which in actual prac- 
tice would hastily enter into a coverage contract for OASI without first being 
urged to do so by their employees. 

Further, I question the advisability of the congressional policy, as stated in 
the amendment, that the protection afforded employees under retirement systems 
will not be impaired as a result of dual coverage under OASI. It is common 
practice from time to time for retirement systems to undergo actuarial study 
and subsequent revision. Sometimes this revision must be downward in terms 
of benefits in order for the system to remain financially sound. Do the amend- 
ments then mean that such subsequent modification of a retirement system is 
prohibited after OASI coverage is undertaken? 

Not the least of the objection to the restrictions is the imposition of the 90-day 
waiting period following notice before holding the secret ballot. This delay is 
imposed at an irrevocable loss to individual State employees in Texas. Because 
of constitutional objections retroactive participation cannot be contracted for 
State employees, therefore such waiting periods and subsequent delays while 
administrative and legal machinery is set in operation will cause loss of quartérs 
of coverage to Texas State employees who already are in their fourth year of 
lost coverage. 

If any fears exist as to any tendency toward abandonment of existing retire- 
ment systems for public employees in favor of OASI coverage, it should be noted 
that there is a constantly increasing tendency for employees in private business 
and industry to be covered both by social security and a supplementary private 
plan. Here it is significant to note that when the original Social Security Act 
was passed, the Senate adopted a similar prohibition applicable to those covered 
by existing private retirement plans, but this provision was eliminated before 
final passage by the conference committee. Experience has demonstrated that 
the fears expressed then were unfounded since today the number of employees in 
business and industry covered by supplementary retirement plans are manyfold 
what the number was in 1935. I certainly agree with the spirit of the amend- 
ments that these employees should have an opportunity to be covered under 
social security. In Texas, our State employees have a good retirement system. 
Likewise, a number of our counties and some 125 cities provide employee retire- 








SOCIAL SECURITY ACT AMENDMENTS OF 1954 629 
















































ment programs. It is illogical that these public employees should be discrimi 
nated against simply because the legislature had the vision and foresight to set 
ip retirement plans. 

While I am in agreement with making OASI coverage available to State em- 
ployees under the voluntary plan, I think it is unnecessary for section 215 (d), 
which requires only 5 printed lines to exclude coverage, to require more than 
; printed pages of conditions and restrictions in order to be amended. 


I feel that all restrictions and exclusions should be omitted wi reference to 
State employees and that States should be free to decide what classes of posi- 
tions they want covered, to set the effective date without regard to imposed 
ecret ballot or other restrictions upon the State’s right « elf-determil n 

I sincerely regret that I cannot appear personally at the heduled ing for 
the American Public Welfare Association, but I am co elled at this time by 
my physician to remain in Austin. Please know that I will be ppy to furnish 


any additional information if desired. 
Yours very truly, 
JOHN H. WINTERS. 





EI ror P 
STA S I 
Jackso 1, 1954 
Ilon. W. M. CoLMER, 
Member of Congress, 
Washington, D. C. 

DEAR BILL: It is my information that H. R. 7109 is ‘ e the Ways and 
Means Committee for hearings. I do not believe t I sary for me to 
ome to Washington to testify before this committees s | i he members 
of the Mississippi congressional delegation can bette lississippi’s atti- 
tude toward this bill. 

Under present-day living conditions with most people pay ent or install- 
ments on buying a house plus payments on automobiles ( ppliances, 
the average working person cannot accumulate any fun take himself 
in his old age, which means that the Government has to take care of h inless 
some method is adopted to take out a part of h pa befo. g his 
hands. As most of you know, I was opposed to the social-s dea up until 
the time I became commissioner of public welfare. Sin it time I h been 
forced to analyze the situation from the public-welfare stan int and have begun 
to realize that the economy of our State has changed to suc a degree at we 
have to have some kind of program to take care of old people. O1 ie farms 


they can help support themselves but in the towns and cities there is no work 
available for old people. 

The farm labor situation has been the bone of contention, so far as the South 
is concerned, in the social-security program and this resolution has for its pri- 
mary purpose including this class of people. All of you know the situation in 
regard to transient farm labor. If they make money, they spend it and cannot 
keep any, and some provision should be made for them to help the Government, 
at least partially, to take care of them in their old age. 

If the bill could be so amended that the sharecropper, renter, and leaser could 
be set up in a self-employed class where the payment would be met in the fall 
as the crop was gathered rather than being paid from month to month on the 
furnish, and would not require the plantation owner to be liable for the tenants 
part if the tenant fails to pay his account, then the biggest disadvantage to this 
program would be relieved. Actually, the money advanced to a tenant of any 
class who is making a crop on his own is a loan and not a payment of wages. 
On all day labor the bill could still apply as it is written. 

Most people are opposed to change and there would be quite a howl from our 
farmers for the first payment period, but eventually it ought to help reduce their 
taxes by cutting down on the amount of money that has to be appropriated for 
welfare. All those people in our State who are now under social security would 
receive additional benefits should this resolution pass and all future retirees 
would receive more, which would be a help to the people receiving it and also 
to the business communities in Mississippi. 

I have been a planter and have had quite a lot of tenants. I realize the reasons 
behind the extreme opposition of the farmer to social security but now that I 
45622—54 41 
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have looked at both sides of the issue I am of the opinion that H. R. 7199 should 
be passed and that it will be a help to the economy of the State of Mississippi, 
eventually if not immediately. 

I hope that you will give this resolution close study and that you will report 
your findings to the Ways and Means Committee. 

With kindest personal regards, I am, 

Sincerely yours, 
J. A. THIGcpeN, Commissioner, 


‘ 


CoLtumBIA, 8. C., April 8, 1954 
Hon. DANIEL REED, 
Chairman, House Ways and Means Committee: 

I would like to have incorporated in your hearing record South Carolina’s en- 
dorsement of the principles incorporated in H. R. 7199 relating to the contributory 
insurance titles of the Social Security Act: also our endorsement of testimony 
to be presented by Miss Dunn, director of the American Public Welfare 
Association, and Charles Schottland, chairman of the National Council of State 
Welfare Administrators, on Monday, April 12. 

ARTHUR B. RIvers, 
State Director, South Carolina State Department of Public Welfare 


AMERICAN FARM BuRgreau FEDERATION, 
Washington 1, D. C., April 8, 1954 
Congressman Dante. A. REED, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN REED: On behalf of the American Farm Bureau Federation, 
we wish to express to you the views of this organization regarding proposed 
amendments to the social-security laws. 

The question of extending coverage to self-employed farmers and to farm 
labor has heen considered by the State farm bureaus and the American Farm 
Bureau Federation for several years. It is the viewpoint of the American Farm 
Bureau that experience to date with coverage of self-employed is still insuffi- 
cient to determine the practicability of covering farmers under the provisions 
of the Social Security Act as self-employed. 

We recommend therefore that the coverage of farmers under the provisions 
of this act be further delayed until ways and means can be found for making 
the program work satisfactorily. We further recommend that this coverage 
not be extended to farm labor. 

The State farm bureaus in the 48 States are continuing to study this problem, 
and we hope that some time in the near future we can assist your committee 
in working out a satisfactory solution to this problem. We respectfully request 
that this letter be made a part of the record. 

Sincerely yours, 
Joun C. LYNN, 
Legislative Director. 


Santa Fe, N. Mex., April 6, 1954. 
Congressman DAN REED, 
Chairman, House Ways and Means Committee. 
House of Representatives, Washinaton, D. C.: 

The New Mexico Public Welfare Department concurs in the position of the 
American Public Welfare Association concerning H. R. 7199 as it will be pre- 
sented by Miss Loula Dunn to the House Ways and Means Committee on April 12. 

R. E. StrAHiEM, Director. 


THE AMERICAN PARENTS COMMITTEE, INC., 
Washington, April 13, 1954. 
Hon. DANtIet A. REED, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington 25, D.C. 
Dear Mr. Reep: The American Parents Committee would like to register its 
approval of the general principles behind H. R. 7199 and would like to have you 
make this letter a part of the record of your public hearings on this bill. 
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We believe that the social security system should be expanded and improved, 
and that monthly benefits should be increased When more and more families 
are covered by old-age and survivors insurance, it means that more and more 
children will be eligible for survivor’s benefits and fewer children will have to 
be cared for under the aid to dependent children program. 

Sincerely, 
Grorere J. Hecut, Chairman 


THE NORTH CAROLINA STATE BOARD OF PUBLIC WELFARE, 
Raleigh, N. C., April 12, 1954 


The HONORABLE C. B. DEANE, 
House of Representatives, 
House Office Building, Washington, D. C. 


Deak Mk. DEANE: Since the hearings before the House Ways and Means Com 
mittee on H. R. 7199, dealing with expansion of old-age and survivors insurance 
will be completed during this week, I am writing to express the hope of the 
State Board of Public Welfare that you will be able to support this measure 
when it comes to the floor of the House for action, 

We have long recognized the fact that North Carolina has a heavier old-ag 
assistance case load proportionately than industrial States with greater coverage 
under old-age and survivors insurance. We believe that it is sound to have as 
many of our older citizens as possible taken care of through pensions so that 
public welfare will need to provide financial assistance to older people only on 
a supplemental basis 

There will always be some old people, of course, who are not covered under 
insurance for one reason or another and others whose payments are so low they 
must be supplemented. Passage of H. R. 7199 would not bring about an im 
mediate sharp reduction in the old-age assistance case load, and hence costs, 
but over a period of 5 or 6 years would result in substantial reductions in both 
caseloads and expenditures for our State. 

If you have specific questions with regard to the anticipated effect of the 
expansion of old-age and survivors insurance upon this State, we shall be glad 
to obtain the data for you. 

Sincerely, 


t 


ELLEN WINSTON, Commissioner. 


STATEMENT SUBMITTED BY OLD AGE ASSISTANCE UNION OF ILLINOIS 


This statement is the result of some 14 years continual dealings with persons 
concerned with the Social Security Act. The facts and assertions are all the 
result of direct personal experience covering interviews and efforts at adjust- 
ment, covering some several thousand individuals. 

I believe that all persons should be covered by old-age and survivors insurance, 
There should be no exceptions whatever. Such coverage should have the goal of 
speedily liminating old-age assistance and other forms of overlapping agencies. 

That the benefits should be scaled so as to provide a minimum benefit sufficient 
to meet the cost of modest living, without other resources being required, is 
essential. Senate Report No. 6, part 2, of the 1st session of the 83d Congress, 
entitled “Retirement Policies and the Railroad Retirement System,” pursuant to 
Senate Concurrent Resolutions 51 and 56, as the result of a survey of October 
1950, covering the cost for a couple living in 34 cities, on a very modest scale, 
without an automobile, just adequate to provide a little more than the bare 
necessities essential to living, found or reports that the required yearly sum t 
maintain this modest standard of living cost a low of $1,614 in Savannah, Ga., 
and a high of $1,908 in Milwaukee, Wis. 

Since the time that this report was made the increased cost of housing and 
living has rendered these figures obsolete; yet they are higher than the actual 
payment of benefits. I am sure that no one today would expect that standard 
to be maintained on $1,800 per year. 

The present benefits fall short of this—particularly for those covered by the 
amendments shortening the time for permanent coverage in certain cases of 
persons approaching the age of 65. Ishall cite a few examples. 

Mr. A receives $36 per month. Has no other resources. His $36 monthly 
benefit is a decline from what he would have received had he not have been dis- 





632 SOCIAL SECURITY ACT AMENDMENTS OF 1954 


abled for a period before becoming eligible for benefits. This man now has to 
seek more means of living to meet even the meanest standard by applying for old- 
age assistance. Consequently he is, regardless of his being permanently insured, 
really a relief, or assistance case. 

Mr. B is married. He is over 75 years of age. He and his wife receive less 
than it is possible to pay their rent and to live upon. Consequently they have 
had to seek old-age assistance. When sick they must use cheap medicine, sub- 
stituted for what their physician recommends and prescribes, because of rulings 
of the agency administering old-age assistance. 

Mrs. C. is the widowed wife of a former railroad engineer. She received a 
small monthly benefit. She owned her home, but it needed repairs and was 
mortgaged. She had one room which she could have rented for about $10 
a week. Her sister, who was receiving old-age assistance, was having a hard 
time finding satisfactory living quarters, due to the housing shortage. 

She took her sister in and immediately her sister’s grant of old-age assistance 
was cut; the sum previously being allowed for rent being discontinued, thus 
making Mrs. C. forego the rent money she needs, or turn her ailing sister out. 
Only after an appeal for a fair hearing was held did Mrs. C.’s sister receive a 
slight increase towards the upkeep on the home; and of course only after the 
closest scrutiny of her private life. 

This invasion of the private lives of persons permanently insured and assured 
that they are secure, renders the persons involved, those employed by relief of 
agencies, and our Government itself, hypocrites, cheats. 

Similar cases could be cited for thousands of pages; however, these few make 
it apparent that the present benefits do not guarantee security, nor remove those 
receiving them from all of the humiliating phases of a system of charity or 
relief 

By taking the lowest and highest sums from Senate Report No. 6, we arrive at 
a medium sum required over the Nation of about $1,800 per year, for a couple. 
Considering the actual present picture of rents, etc., that figure should be in- 
creased by at least $200 per year, to give a true-to-life 1954 picture. Present 
henefits do not provide this, not even the top benefits. 

There is a false assumption that most people arrive at the age of retirement 
with considerable property or resources to which old-age survivors insurance is 
but a nice little welcome supplement to provide a few luxuries. This is ob 
viously false for the majority of our people, but most particularly for those in 
the lower income brackets. 

Low wages, sickness and other vicissitudes of life, frequently cause many 
persons to reach the age of retirement with no resources. We should remember 
that declining earnings of the last few years is also accompanied by increased 
expenditures for health; thus often whittling away savings of more vigorous 
years. 

It has been assumed that a couple can find satisfactory living quarters at 
sums ranging from $463 to $705, utilities included, per year. This is a false 
conclusion. The requirement today is more often $800 and up. The high cost 
of living quarters for our retired derives from the following facts: 

1. There is not enough low-cost housing and so most live in old privately 
owned places with no rent ceilings. 

2. Rentals, just now in Chicago, frequently run from $65 to $125 for small 
living quarters for a couple. 

8. They are seldom able to build because of lack of funds for downpayments 
and security; otherwise many small cottages would be built by aged. 

4. Landlords are not anxious to rent to aged because of certain factors arising 
from age, such as infirmities causing accidents, particularly in buildings where 
no thought is given to these infirmities in construction. Many single old per- 
sons now pay as high as from $8 to $12 a week for little rooms equipped with 
the very minimum furnishings. 


THE COST OF HEALTH 


High medical costs also make the present benefits inadequate. Age brings to 
the fore chronic ailments, requiring attention even if chronic, and more frequent 
hospitalization, ete., due to worn-out organs, bone breakage due to infirmity. 
Tonics, vitamins, trusses, spectacles, hearing aids, pain alleviators, etc., are in 
greater demand among the aged than with the rest of the population ; but they are 
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often confronted with the necessity of applying for old-age assistance in order to 
secure medical care. 

Medical requirements make serious inroads upon these altogether too small 
old-age survivors benefits so that the assumed security does not preclude the 
necessity of appealing to other agencies for assistance or charity; which, of 
course, is the end of security. 

Those who are most likely to have no resources to which OAST benefits add a 
nicely appreciated supplement are those receiving the lowest wages. The natural 
conclusion then is that the lower income should receive higher proportionate 
benefits. 

It is in the light of the above facts and conclusions that the Old Age Assistance 
Union of Illinois, and other associations I represent, submit the following 
recommendations : 

1. That the minimum benefit for OASI be raised to $100 per month, 

2. That no pay-as-you-go plan be permitted to wreck the structure of sound 

insurance principles so far sought to be followed. 
3. That those persons not now covered by OASI be completely covered; this 
complete coverage could be speedily attained if proper and not too penurious 
methods of integration of form now in effect in municipal, State, and other forms 
of protection are worked out. 

4. That instead of switching those now retired, and not covered by OASI, do not 
be placed under that form of care; nor paid from the insurance funds created 
by payments for OASI, but that a minimum sum of $100 per month be paid such 
persons over 65 years of age, who apply for the same. This to be paid from the 
Federal Treasury. 


WORK RESTRICTIONS 


There are quite a number of persons who reach the age of retirement and 
being in good physical condition, and who are employed at work which does not 
make demands which their training and skill cannot meet, who do not wish to 
retire. There are others who for one reason or another find themselves out of 
employment, but who would desire to again secure employment. This is under- 
standable. That their productive efforts are vitally needed by our economy is 
doubtful ; but since the right to work, if not guaranteed, should at least be un- 
restricted, we recommend that all work restrictions be removed at the age of 
65 years. 

We know that objections will be raised against this recommendation but since 
persons of considerable wealth may also draw benefits while collecting rents 
dividends, etce., and we therefore can see no logical reason why such persons as 
are able and desirous of remaining employed and who can retain, or find employ- 
ment, should not also be entitled to benefits. 

Therefore we recommend the removal of all work restrictions from the benefits 
of the old-age survivors’ insurance, regardless of what the amount of 


such 
benefits may be. 


RESIDENTIALS AND RESTRICTIONS 


There are indications that some persons may seek restrictions upon the resi 
dence of those receiving OASI benefits. They are undoubtedly a very small 
number of people who might wish to draw benefits while taking up complete or 
partial residence in Mexico, Canada, or elsewhere, the amount of benefits would 
be microscopic in comparison to the total, or to the Nation’s economy. 

We wish to state that we are completely opposed to any residential restrictions, 
which may prevent the realization of long deferred fond hopes which may be 
realized after retirement. 


DEATH BURIAL 


We find that many widows of workers who become recipients based on the 
husband's earnings are not entitled to burial money. The incomes often are so 
small that there is no chance of saving anything for burial services. And if they 
are not recipients of old-age assistance and without relatives then when death 
strikes such widows are sent to potters’ field. 

We recommend that provision for burial should be included. 

Respectfully yorrs, 


WARREN LAMSON, President. 
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AMERICAN ASSOCIATION OF SOCIAL WORKERS, 
WESTERN KENTUCKY CHAPTER, 
Louisville, Ky., March 10, 1954. 


Hon, DANIEL REED, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


HONORABLE Sir: The Western Kentucky Chapter of the American Association 
of Social Workers, with membership representing the 60 western counties of the 
Commonwealth, understands that the Ways and Means Committee will soon be 
holding hearings on the bill, H. R. 7199, which will extend social insurance cover- 
age to virtually all employed and self-employed persons in the United States, 
and increase the benefits of old-age and survivors insurance. Our members 
favor support of the bill as a whole, although we believe it should also contain 
some provision for insurance against loss of income due to disability. We trust 
that some provision of this kind is being seriously contemplated for the future. 

We hope you will use this letter, together with others you may receive, in 
support of H. R. 7199. 

Respectfully yours, 
GENEVIEVE ARTZ, Chairman. 


OFFICE OF ARKANSAS STATE WELFARE COMMITTEE, 
Hot Springs National Park, Ark. 
Hon. DANIEL REED, 
Chairman, House Ways and Means Committee, 
Washington, D, C, 


Dear CONGRESSMAN: Now inasmuch as public investigations by your com- 
mittee, for any suggestions that might prove helpful in formulating a complete 
new approach for a social-security law that will endure, yet not run our Gov- 
ernment into the red, to afford full security as guaranteed by our Constitution 
to all our citizens when they reach the ripe age of 50 years, so that they may be 
enabled to bring in the same required amount of bacon as they did before our 
Congressman passed the first social-security law, that put them upon full retire- 
ment, to make room for our younger generation, as it has been proven to the 
President and all lawmakers in general, that during and under normal condi- 
tions, under our present set-up there at all times remains an absence of jobs 
for all able-bodied citizens, both women and boys and men. So in formulating 
this new approach to the—to this soul-rending condition—that has separated 
more legally married families, and possibly caused more heartbreak, and forced 
the establishment of foster homes, State and county health and police divisions, 
but most of all drove many of our best meaning mothers and fathers to suicide 
from failure to secure proper employment for the raising of a loving family 
which should be the inherent right of all United States citizens 

Now our committee at our last regular meeting conferred, debated, used figures, 
multiplied, added, divided, separated, condensed ways of making catch-as-catch- 
can positions for work, even submitting slum housing at the lowest possible cost 
per day, month, week, or any way to still be enabled to foster their own off- 
spring to maturity, yet met many opposing elements that prohibited our employ- 
ment. First was unions, government within government. Second was too old, 
employers said that we entailed too great a risk, that liability companies could 
not accept our type of risks. Then again when they applied for yard work, the 
lady remarks, “Why I do not believe that you could possibly do this work,” and 
then asked them how long has it been since you performed any work and they 
said that they could not remember, she at once remarked you could not possibly 
stand this hard labor, your hands are soft and it would prove too great a strain 
upon your heart. Well, we must admit that she was completely right. 

Now after considering the matter of security from all points of view, the 
committee as a whole unanimously passed a resolution to request your com- 
mittee to report out a pay-as-you-go draft of a complete new law, with a 2-percent 
gross tax at the source—mill, mine, factory, processing plant, and farm—to 
finance it. Now, by substituting this plan all the citizens are set free from this 
daily interest now falling due upon immense loans that our Government is 
making monthly against our fund of tax collections. We suggest that you 
follow the same plan that was outlined during our early schooldays by our 
principal. Just pick up an eraser and wipe out all past people’s obligations— 
to theirselves—and give us social protection. As the crazy engineer said, I will 
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show you running that is running; something real that will serve all the people 
at all times to come in the future 

However, our committee felt with keen dissatisfaction your rebuke to our 
request that members of our committee might be permitted to appear before 
your able body to promulgate our ideas direct from the field, where for 15 
years we have suffered, and today even suffer greater hardships than at the 
beginning during the depression days, when our overall allotment was set at 
$14.99—another stinging rebuke—to make us feel that we might somehow get 
hold of that other penny and overbuy our amount of food. Now, all those moves 
upon the part of supposed to be our highest learned men our Nation can put 
forth is just a little too heavy a load to burden our finest citizens with. We 
here claim to be in a large measure to make up the segment of citizens who 
hewed out roads from deer trails, built log houses for abodes, trading posts 
for commerce, and churches for worship in order to produce citizens instilled 
with spiritual learning, to follow our only guide that steers us right, to be 
patient with each other, exhibit full love and respect for those that came before 
us, and in a major way made things more pleasant for us today. 

Now, our committee members in this meeting decided to request that now, 
when the way has been opened for your Ways and Means Committee to report 
out a pay-as-you-go social-security plan that will endure, and forever wipe out 
that inequality that now permeates the present law Just submit a complete 
new draft of a social-security law free from political ambition, Government 
rights, States rights, or any other motive except the people’s rights, and you then 
have again rung the Bell of Liberty as reposed in the Hall of Fame. Now, we 
feel confidently that your failure to do so will raise the wrath of responsible 
relatives, the recipients’ children, local welfare organizations, and especially the 
old folks. Otherwise the ballot may be invoked to reach their very necessary 
goal. 

A. G. Herr, Secretary, 
F. L. Bearp, President, 
Joun L. Frazier, Vice President 


AMERICAN ASSOCIATION FOR THE GENERAL WELFARE, 
Los Angeles, Calif., April 15, 1954. 
To the Members of the House Ways and Means Committee Conducting Hearings 
Regarding the Old-Age and Survivors Insurance Law Commonly Known as 
Social Security; Care of Representative Daniel A. Reed, Chairman, House 
of Representatives, Washington, D. C. 

GENTLEMEN: Inasmuch as the writer has not been invited by your honorable 
committee to attend the current social-security hearings and consequently be 
heard, advise, and recommend vital and necessary changes in the present social- 
security law, I have adopted this means of presenting to the committee those 
facts, changes, and recommendations which I consider fundamentally fair and 
just, basically necessary and financially sound. I respectfully request that the 
chairman or his delegate read this letter in its entirety to the members and 
place same in the record. 

In order to bring forth the facts, changes, and recommendations referred to 
above, this letter is being written in the form of questions that might be asked 
of me and answers that I would give if I was being heard by the committee 
members. An endeavor will be made to make them concise, to the point, and 
eliminate as much of the elaboration as possible. 

Roy E. Wese 


President, American Association for the General Welfare. 


Question. Do you consider there is a need for old-age and survivors insurance 
which is more familiarily known as social security? 

Answer. Definitely. The need has always existed and will continue to exist 
because 90 percent of the people reaching the so-called retirement age are de- 
pendent in whole or in part for financial assistance, either public or private, to 
provide the bare necessities of life. This condition is not the result of our form 
of Government, way of life, nor the improvidence of the individual, but is due 
to bad investments, serious illnesses or accidents, business depressions, and the 
many other misfortunes that oceur during the productive years of the lifetime 
of the individual. 
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Question. Do you believe there should be any difference in the amount of the 
monthly benefit for people in the same categories? For instance, should single 
persons all receive the same amount? 

Answer. In the first place, the basic economic need is just as great for one 
person as for another. Under the present law, the average monthly benefit is 
$49 for an individual without dependents who retired prior to 1950 although he 
and his employer may have paid a greater amount in social-security taxes than 
an individual without dependents who retired after 1950 who receives an average 
monthly benefit payment of $62.74. Monthly benefit payments to a retired mar- 
ried person with a spouse 65 years of age or older now receive $84.75 on the aver- 
age and widowed mothers with 2 children under 18 years of age receive on the 
average $111 monthly if application for social-security benefits was made prior 
to 1950. On the other hand, persons in the same categories who applied after 
1950, the married retired individual receives, on an average, $103.60 per month 
and the widowed mothers $152.50. Why this rank discrimination? Where is the 
justice and practical application of social security? Where is the commonsense 
that should be used in the creation and administration of social legislation? It 
is quite apparent that the need for equalization of benefits is immediate and 
long past due. 

Question. What monthly benefit do you consider basically necessary for the 
financial need of those entitled to social security? 

Answer. Fundamentally, the idea of social security is not to provide for 
monthly benefit payments to enable beneficiaries thereof to live on Park Avenue 
in New York, Bellaire or Brentwood in California, or the Gold Coast in Chicago. 
Essentially its sole purpose should be to provide financial security for those of 
advanced years, their dependents and survivors, and those totally and perma- 
nently physically disabled. In view of the reduced purchasing power of the 
dollar, $100 monthly should be paid to all single persons of retirement age, $150 
monthly to a married person of retirement age living with spouse regardless of 
the age of the spouse, plus $40 monthly for each child of the couple who is under 
18 years of age, and to widowed mothers $100 monthly plus $40 monthly for each 
child under 18 years of age. Provision should be made in the law for the Con- 
gress to increase these amounts in case of any further price inflation. The like- 
lihood of any material deflation thereby increasing the purchasing power of the 
dollar seems quite remote. 

Question. Do you think the retirement age of 65 as now provided should remain, 
lowered, or lowered only for women? 

Answer. Permit me to ask a question or two. Why did the Congress set 60 
years as the permissible retirement age for themselves in the bill recently enacted 
into law? Why did the Legislature of California at their last regular session 
pass pension legislation for themselves and the executive officers of the State per- 
mitting them to retire at age 62? Chief Justice Earl Warren was 62 years of age 
in March, 1954, and now receives a pension from the State of California of 40% 
of his former salary or $10,000 annually as the former Governor of the State. 
Who pays the salaries of our politicians and contributes to their retirement pen- 
sions? The people of course through toil and deprivation. Should there be any 
discrimination as to the retirement age between the people of the country and 
the politicians? Is it a case of cake for the masters and crumbs for the slaves? 
Certainly the social-security retirement age should be lowered to 60 years for men 
and 55 years for women. One of the outstanding ridiculous provisions of the 
present law is that women shall be 65 years of age before they are eligible for 
Social Security. There must be some reason for the custom whereby men gen- 
erally are 5, 6, or 7 years older than the women they marry. It is considered by 
authorities that women on the average are from 3 to 5 years older physically and 
mentally than a man of the same age. 

Question. Do you believe the recipients of social-security payments should be 
restricted as to the amount of additional income they may receive in order to con- 
tinue to collect social security ? 

A. There should not be any restrictive or penalizing provisions as to addi- 
tional income from any source in the social-security law. There is not a single 
pension plan in the country that restricts or penalizes a beneficiary because of 
additional income. Does the congressional pension law prevent any retired Con- 
gressman or Senator from receiving earnings as a self-employed person or as an 
employee? Does the $25,500 annual salary of Chief Justice Earl Warren re- 
strict him from receiving his pension from the State of California amounting to 
$10,000 annually? What about all the retired officers of the Army, Navy, and 
Air Force? 
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Question. What benefits, if any, do you think should be provided for those who 
become totally and permanently disabled? 

Answer. A person, regardless of age, who may become totally and permanently 
physically disabled whose disability is not connected with the armed services of 
the United States, should receive the same payments as if he or she would be en- 
titled to receive as if they had reached the retirement age, less any compensation 
insurance which they may receive. In addition thereto, a sum not exceeding 
$750 should be made available to rehabilitate such person if rehabilitation in 
whole or in part is possible as determined by duly qualified medical authority. 

Question. The present law provides that a death benefit equal to three times the 
amount of the monthly social-security payment of the deceased shall be paid to 
the person who paid the burial expenses of the retired beneficiary. Would you 
suggest any change in this provision? 

A. There is no question that the cost of living has increased tremendously but 
so has the cost of dying, consequently I suggest that a lump sum payment of 
$500 be paid to the person paying the burial expenses of any beneficiary of social 
security. 

Question. Do you think Federal, State, city, and county employees and em- 
ployees of the railroads would or should be eligible to receive social-Security 
benefits? 

Answer. All Federal, State, city, county, and all employees of private enter- 
prises should be eligible to receive social-security benefits, provided, however, 
that if a beneficiary of any retirement or pension plan whereby the employer 
makes any contribution to such plan, then such employee shall forfeit all rights 
to social-security benefits. 

Question. What other prohibitions, if any, do you suggest being prescribed to 
restrict social-security benefits? 

Answer. Any beneficiary convicted of violating any law and consequently 
sentenced to prison, shall not participate in the benefits of social security durir 
the period of imprisonment, neither shall those who are confined to a publi 
mental institution. All beneficiaries shall have been citizens and residents of 
the United States for 10 years. 

Question. It is proposed that social-security benefits be extended to those en- 
gaged in the accounting, legal, dental, and medical professions together with 
ministers, farmers, architects, etc., thereby adding approximately 10,500,000 
people to the number now under social security. Do you think this should be 
done? 

Answer. The advisability of this proposal should not be questioned. Merely 
because a person is now engaged in the line of work specified in your question 
does not insure or guarantee against the need for social security in the future. 
It is claimed that should this additional number of people be covered by social 
security, that 90 percent of the people would then be under social security. In 
the name of commonsense is there any reason why it shouldn’t be 100 percent 
except for those who cannot or do not choose to qualify due to prohibitions 
previously specified ? 

One phase of social security should not be lost sight of and that is the effect it 
has on the national economy and the bulwark it establishes against economic de- 
pressions. At the present time there are approximately six million people re- 
ceiving social-security payments such as they are, but the amount per person 
is not enough—not enough to provide for the financial needs of the beneficiaries 
and consequently not enough to benefit the national economy. If the number of 
those now receiving old-age assistance together with dependent children and 
their caretakers and those who are totally and permanently disabled, including 
the blind, were incorporated into social security and paid benefits of the amounts 
recommended, then about 4,700,000 people would be added to the 6 million making 
a total of approximately 10,700,000 people presently receiving social-security 
monthly payments. The incorporation of old-age and public assistance would 
then be increased by $240 million monthly, but the States and counties would be 
relieved of their present cost. 

Question. Do you recommend that those receiving old-age and public assist- 
ance, which is now being paid jointly by the Federal, State, and county govern- 
ments, be made eligible to receive social-security benefits? 

Answer. One of the outstanding needs is to equalize benefit payments whether 
they be social-security, old-age and public assistance or what not. According to 
the figures supplied by the Social Security Administration, there were about 
4,700,000 people in fiscal 1953 receiving old-age and public-assistance checks each 
month, totaling more than $2.5 billion for the year. Of this amount, Federal 
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contributions amounted to approximately $1,278 million, or more than 50 percent 
of the total. State and local governmental contributions accounted for the 
remainder. 

There is a wide discrepancy between the monthly benefit amounts paid by the 
various States. The average to the aged over the entire country was $48.74; 
high was Colorado with $78.70 and low was Virginia with $26.74. The average 
family payments in fiscal 1953 were $82.11, but in 21 of the States the average 
exceeded $100 per month ; highest was the State of Washington with $120.56 and 
lowest was Mississippi with an average of $27.91. Payments to the blind average 
$53.95 a month and ranged from $28.48 in Alabama to $85.98 in Massachusetts. 
Monthly payments to those totally and permanently disabled averaged $48.19 
with Oregon having the highest average of $74.39 and Alabama the lowest with 
$27.81. Is there any justice for these wide variations or as a matter of fairness 
and principles of humanitarianism is there any reason for any discrepancy in 
monthly benefit payments because of the State in which a person lives? Of course 
not. One of the things that is urgently needed is to place old-age and public- 
assistance payments to families, individuals, the blind, dependent children and 
their caretakers, and those who are totally and permanently disabled under 
social security 100 percent and eliminate all of such activities from the States 
Under the plan of financing the cost as hereafter set forth, these people will be 
paying their way and will consequently be removed from the charity list. 

Question. If the retirement age was lowered to 60 years for men and 55 years 
for women and old-age and public assistance was transferred to social security, 
what do you estimate the monthly disbursement would be for social security at 
the increased monthly rates which you propose? 

Answer. Based upon available information and figures, the estimated monthly 
cost would be about $1 billion including the cost of administration and providing 
about $2 billion annually for the social-security trust fund reserve. 

Question. Wouldn't such increased disbursements require a substantial in- 
crease in the amount of social-security taxes now being paid by employees and 
employers? 

Answer. First, let’s get this matter of taxes settled once and for all time to 
come—the question of who pays taxes and who doesn’t pay taxes. All taxes are 
paid by the people—by the consumer—directly or indirectly. For example, the 
State of California has a retail sales tax of 3 percent and the city of Los Angeles 
a retail sales tax of one-half of 1 percent at the present time. When a purchase 
is made, these taxes are combined and added to the purchase price as a separate 
item and the purchaser knows the amount of the tax. This is a direct tax. When 
an employee gets a pay check, the employer has deducted 2 percent from the 
gross amount for social-security tax. This is another direct tax and the em- 
ployee knows the amount and what it is for. But what about all the other 
taxes, licenses, and fees that are imposed on every kind of business? Who pays 
these charges? Not the businessman or company. They couldn’t pay these taxes 
and charges from profits and survive. What is the result? Naturally they are 
passed on to the consumer because they are added to the cost of goods and/or 
services. Take for instance the payroll taxes alone which consist of compensa- 
tion and unemployment insurance and social-security taxes. These taxes com- 
bined amount to about 10 percent of the payroll and when the clerical cost is 
added for the preparation of Government reports, cost of postage, stationery, 
and other items, anyone can readily understand that the tax and cost is more 
than 10 percent and necessarily must be passed on to the consumer. 

But we are dealing only with social-security taxes at this time. Inasmuch as 
every employer adds his 2 percent social-security payroll tax plus costs in connec- 
tion therewith to his cost of goods and/or services, the tax is pyramided and is 
being paid by every man, woman, and child in America regardless of whether they 
are now or ever will be eligible for social-security benefits. That is why I sug- 
gest that social security be made 100 percent or nearly so. Furthermore, there 
seems to be some question and sound reason for the belief that the present social- 
security law is unconstitutional, based upon the fact that everyone pays social- 
security taxes and yet only a portion of the people are entitled to receive benefits 
from such taxation. 

As proposed, should there be a gerater number of beneficiaries with increased 
benefits, there would naturally follow a greater total amount of money disbursed 
but it would not mean that those now paying social-security taxes directly that 
such tax presently paid by the individual would be increased. For example, an 
employee who is now earning $3,600 annually pays $72 in social-security taxes 


directly and if the spends $1,800 during the year for goods and services, he is 
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paying an additional amount in social-security taxes and costs of at least $36 
indirectly or a total of $108. This amount is from $18 to $36 in excess of the 
amount he would otherwise pay under a plan which I shall presently present. 
Incidentally, I desire to state that this plan would eliminate any question as to 
the constitutionality of the social-security law because everyone would pay and 
everyone could benefit. 

Question. What is this plan? 

Answer. Social security is probably the most important piece of domestic 
legislation ever to come before Congress because it affects every man, woman, 
and child in this great Nation. And as stated before, it offers a great bulwark 
against national economic depression and financial distress for those of advanced 
years, the blind, those who are permanently and totally disabled, the mothers, 
widows, and widowers, and minor children. Because of the amount of the 
monthly benefits, there is no chance for hoarding because it takes every dime to 
provide the necessities of meager living expenses. 

In nd sense can social security be considered socialistic or communisti¢c or even 
charity because no one is giving any beneficiary anything. It is a compulsory 
insurance plan to provide funds at the time of need for those eligible and the 
insurance premium consisting of social-security taxes is paid by every individual. 
The only functions of the Federal Government are or should be to collect the 
premiums and pay the benefits according to law. 

In spite of the importance of social security, the present law and House bills 
Nos. 7199 and 7200 probably are the most outstanding pieces of hodgepodge legis 
lation ever devised. This legislation must have been written by some bureaucrat 
because no one else would create legislation so complicated, inefficient, and costly 
to administer. House bills Nos. 7199 and 7200 embody more of the hodgepodge, 
crazy-quilt social-security legislation. If enacted into law, it would take more 
than a Philadelphia lawyer to determine what was what—it would take half of 
the best lawyers in the country and then they wouldn’t be able to agree on the 
complicated phases of these bills because too much is left to interpretation 
What is sorely needed, is not more complicated and confused legislation, but 
simplification, equalization, economical financing and administration, and pre 
vention of the dissipation of the social-security trust-fund reserve. 

Permit me to enumerate some of the most conspicuous bad provisions of the 
present social-security law and what to do to correct them. 

1. The amount of social-security benefits paid or to be paid beneficiaries are 
based on wages. This should have never been the basis for determining the 
amount for retirement or any other benefit because the determining factor should 
have been based on need. There are and will continue to be millions of people 
working for comparatively low wages that can never build up sufficient social 
security to take care of them at retirement unless the social-security tax on 
wages is tripled or quadrupled. Probably the most outstanding group in the 
low-wage bracket are the women who work in retail stores and other low-wage 
occupations. 

2. The entire social-security law has been built around wages—they constitute 
the main trunk of the social-security tree and from this trunk emanate most 
of the inefficiencies, discriminations, inequities, unnecessary costs, and waste 
of time and money. The wage factor in the social-security law must be elimi- 
nated. It seems that everyone who has anything to do with social security 
is in a wage mental rut and cannot or will not divest himself of the mental 
laziness and inertia long enough to investigate and consider another plan of 
financing that is fair, just, equitable, efficient, and eliminates all of the obnoxious 
factors connected with the wage system. Yes, the wage system in the social 
security law must go. ; 

3. Because of the wage system the social-security number system was con- 
ecocted with the result that millions upon millions of dollars are spent by em- 
ployers in making quarterly social-security reports on each employed individual 
as to their name, social-security number, the amount paid to them and the 
amount deducted from their pay for social security during the quarter, ete. 
Then the Social Security Administration keeps a social-security account for each 
employee and employer. In addition there are similar accounts kept for each 
self-employed person. Do you know the number of such social-security accounts? 
If it does not total 100 million at this time it soon will reach this astronomical 
figure. Have you any idea as to the immense cost of this system? Do you 
realize that this tremendous cost is paid for out of social-security taxes and 
consequently borne by the beneficiaries of social security? Yes, the social- 
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security number system must go with its inefficiencies, costs, and waste of time 
and money. But this would automatically happen when the wage system of 
social security is abolished. 

4. We now come to a sensible plan of financing social security. Assuming 
that the wage system and social-security number system have been eliminated 
with no more payroll deductions for employees and no more so-called contribu- 
tions by employers, how, then, shall an amount of money be paid into social secu- 
rity that will be sufficient to meet payments to beneficiaries, defray expenses of 
administering the social-security law, and create a trust fund reserve to be drawn 
upon, should current income at any time fall below current outgo due to a busi- 
ness recession or some other reason. 

In order to accomplish the foregoing purposes, it is proposed that the Con- 
gress shall levy a flat-rate tax on all manufactured, converted, and/or processed 
goods at their source of a tax percentage to meet the financial requirements of 
the social-security law. Such tax shall be separately shown on all manufac- 
turer’s invoices and those engaged in the subsequent distribution of such goods 
shall not include such tax when computing their gross profit as a whole or in 
units. Such taxes shall be paid quarterly for the exclusive benefit of the bene- 
liciaries of social security, the operating expenses of the department adminis- 
tering the social-security law, but for no other purpose. 

This tax would be a replacement tax and replace all other social-security taxes 
now imposed. There would be no more deductions from employees’ paychecks 
for social security nor so-called contributions by employers. At the end of each 
quarter, the manufacturer would total his sales for the period, fill out a simple 
form showing his name and address, total amount of sales, the amount of the 
tax, write a check for such taxes and mail it to the Government, probably 10 
minutes’ work for his bookkeeper. It would be as simple as that. Such a tax 
levied at the source of manufacture would eliminate approximately four and a 
half million present and potential social-security “tax collectors.” Instead, 
some half a million manufacturers would be remitting all of the social-security 
taxes. The Government instead of receiving 18 million complicated tax reports 
annually, the number would be reduced to 2 million. You don’t have to be a 
crystal-ball gazer to visualize the savings. 

There would be no pyramiding of the tax nor gross profits increased because 
of the tax which now prevails. Tens of millions of dollars would be saved. 
Under this plan everyone would pay social-security taxes in accordance with the 
amount of money they spent and everyone eligible would be entitled to receive 
social-security benefits. There would be no reason for other pension or retire- 
ment plans except for those individuals who desired to receive an additional 
retirement benefit by contributing a portion of their wages or salary to some 
other retirement plan. 

Some legislators havé objected to a tax at the manufacturers’ level because 
they claim the poor cannot afford to pay the tax on food, clothing, medicine, ete. 
What are they doing now if they aren’t paying such a tax? Such an argument 
is ridiculous and without foundation. It is pure demagogery. The “poor” who 
may work now and then pay social-security taxes under the present law, both 
directly and indirectly. Remember this, everyone is a consumer and as such 
pays taxes, including social-security taxes, which are included in the price of 
food, clothing, medicine, or anything else purchased. So by levying a social- 
security tax at the source of manufacture, the situation is not changed except for 
the better. 

5. It would be up to the Congress to establish from time to time the percentage 
of the tax necessary to meet the financial requirements of the social-security law. 
Assuming that it would require $12 billion annually to meet social-security pay- 
ments at the increased rate of benefits and the incorporation of all old-age as- 
sistance and other beneficiaries which are now financed jointly by the Federal, 
State, and county governments, it is estimated that a flat-rate manufacturers’ 
tax of 5 percent would provide sufficient funds to meet such requirements together 
with some $2 billion to be placed in the social-security reserve trust fund. A 5 
percent tax at the manufacturers level is equal to about 3 percent at the retail 
level. If all services were included with manufactured goods, then the tax rate 
could be lowered to approximately 4 percent. 

6. All moneys available for the social-security trust-fund reserve should be in- 
vested in those securities that are legal investments for life-insurance companies 
and/or savings banks as prescribed by the laws of the State of New York, pro- 
vided, however, that none .of such securities shall be bonds or certificates of 
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indebtedness of the United Stat 
accumulate to an amount to meet 
years and should thereafter be 

The present social-securit) 
fund reserve shall be invest 
been done with the result 
which was to be used I 
other activity of the Governm 
wrong. This 19 billions of 
bonds (if you prefer the legal nar 
to pay that interest and in addit 
when they mature. 

The reason there should be no social-securi 
States Government securities is not be« 
to prevent triple taxatior 
till when it needs some money 
ernmental expenditure. In addition 
trust-fund reserve would be increased pr 
were confined to those securities as specified : 

Question. What is vour opinion of House bills N« 
considered by the House Ways and Means Committee? 

Answer. These bills embody more of the hodgepodge, 
legislation. If enacted into law, it would take more than a Ph 
to determine what was what—it would take half the best lawyers in 
and then they wouldn't be able to agree on the complicated phases as set 
these bills. What is sorely needed is not more complicated and confused 
tion, but simplification, equalization, economical financing and admi1 
and prevention of the dissipation of the social-security trust-fund res 
tion only a part of the needed changes. 

In conclusion, it is my opinion that the present social-security law sh 
be scraped and an entirely new law written. Some people might advise a1 
ing the present law, but it seems to me that if an attempt is made to amen 
present law, we would end up with. more hodgepodge and crazy-quilt leg 


The simplest and easiest way is to write a new law I could perform such a tas 
in 2 or 3 days and I don’t claim to be an expert Maybe that is why I 
do it in 2 or 3 days. Furthermore, I would guarantee that it would 
which even the members of the Supreme Court could understand—thers 
be no 5 to 4 decisions should it ever come before that honorable body. 


a 
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Roy Epwarp Wess 
The Cuamman. The committee now stands adjourned until 
o’clock tomorrow morning. 
(Whereupon, at 12:05 p. m., the hearing was recesse 
a.m., Tuesday, April 13, 1954.) 
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TUESDAY, APRIL 13, 1954 


House or REPRESENTATIVES, 
CoMMITTEE ON WAYs AND MEANS, 
Washington, D. ¢ 

The committee met at 10 a. m., pursuant to recess, in the hearing 
room of the Committee on Ways and Means, New House Office Build- 
ing, Hon. Daniel A. Reed (chairman) presiding 

The CuHatrMan. The committee will come to order. 

We are proceeding with the he: iring’s this 1 morning on H. R. 7199. 
The first witness will be Congressman Oliver P. Bolton, of Ohio. 

You may proceed, Mr. Bolton. 


STATEMENT OF HON. OLIVER P. BOLTON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OHIO 


Mr. Borton. Mr. Chairman, I appreciate the opportunity to come 
here this morning. I appear merely for the purpose of asking a few 
questions. 


. 


You will remember that last year I appeared on behalf of H. R. 


3688, which was designed to take away the discrimination against those 
fishermen who work on boats of less than 10 tons. In the present bill, 
H. R. 7199. which is now before the committee, the as in that 
paragraph (15) of section 210 | a) which defines what will be con- 
sidered employment under the act, that paragraph wherein the distine- 
tion was made is stricken from the old bill. 

It is my understanding that that will remedy the situation, and 
that therefore all men who work on boats of any size in the fishing 
industry, regardless of whether they are under 10 tons or not, wil 
now be covered by social security under this new bill. 

The CHAIRMAN. Th. at was the intention, and we are very grateful 
to you, sir, for your part in this matter. 

Mr. Boron. I appreciate very much the consideration which the 
committee has given this matter, Mr. Reed. Thank you very much. 

The CuarrMan. Thank you very much for your contribution to the 
hearing this morning. 

The next witness is Mr. Joseph Curran, chairman of the Congress 
of Industrial Organizations social-security committee. 


STATEMENT OF JAMES B. CAREY, SECRETARY-TREASURER, CON- 
GRESS OF INDUSTRIAL ORGANIZATIONS, ACCOMPANIED BY MRS. 
KATHERINE ELLICKSON, SECRETARY, CIO COMMITTEE ON 
SOCIAL SECURITY 


Mr. Carey. Mr. Chairman, I am James B. Carey, the secretar'y- 
treasurer of the C ongress of Industrial Organizations, and president 
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of the International Union of Electrical, Radio and Machine Wor! 
ers ClO. 
The CHarrMan. We are very glad to welcome you here, 
Mr. Carey. I appear in behalf of Joseph Curran, the 
the CIO Committee on Social Security, as well as the C 10. if 
its affiliated unions 
= addition to my summary statement, we have several doc 
that we would like to have included in the record as part of 
testi mony. 
Our main objective today is to convince your committee that this 


is a time for bold action, not half-way measures. 


The last Ld months have proved that the (American pe ople beli Ve 
in social insurance and want to see it improved, not hamstrun gY Ol 
undermined. The United States Chamber of Com merce, in allianc 
with insurance co mpanies, failed to sell its program either to tl 
Kisenhower administration or to the vast major ity of citizens. 

The CIO, in general, supports the constructive progr: am introduced 
by Foca Dingell, Eberharter, and others, H. R. 6034. We 
prefer it to the Reed bill, H. R. 7199, for three main reasons: 

First: The aged and survivors need higher benefits and greater 
improvements than in the Reed proposals, although these are very 
good as far as they go. 

Second: Persons with chronic illness or long time disability need 
monthly payments similar to old-age pensions as well as rehabilita 
tion services. The Reed bill would not give these people a penny 
in the way of insurance benefits before they are 65. 

Third: Persons who are temporarily sick or disabled need sub 
stantial cash benefits. The Dingell-Eberharter bill proposes benefits 
up to$45a week. The Reed bill proposes nothing. 

Thus, while we are gratified that the administration has gone as 
far as it has in regard to old-age and survivors insurance, we urge 
your committee to report out the major improvements embodied in 
the Dingell-Eberharter bill. 

This bill provides more adequate pension and survivors’ benefits 
than the Reed bill in a number of respects. ‘These include 

1. Basing the average monthly wage on the individual’s 10 
best years of earning, with the choice of dropping those before 
1954. 

2. Crediting earnings up to $6,000 a year, or a monthly average 
of $500. 

3. Adding one-half percent to the primary benefit for each 
year of coverage. 

1. Adding 2 percent for each year worked after ¢ 

5. Raising the minimum to $35 a month and the dollar maxi- 
mum to $200 for a family. 

Through these changes, as well as the more liberal formula fo1 
calculating benefits, the Dingell-Eberharter bill would add substan 
tially to benefit rights of workers at all earnings levels. 

The benefit provisions of the two bills and of the present law ar 
spelled out in more detail in a table included in our supplementary 
CIO statement. 

Rather than discuss these details, I wish to emphasize our basi: 
belief that the Government’s social-insurance program should pro- 





SOCIAL SECURITY ACT AMENDMENTS 
vide adequate, not only minimum, I 
have had remarkable suecess in re 
bargaining clauses providing pension rig] 
dep nd upon col itinued employn ent 1 
Workers who change jobs, or are | 
to old-age pensions under these I 

pay survivors’ benefits. And many 
pension program other than old-age : 

Our members, like other America 
emergencies or retirement, and our unions 
workers’ Incomes through collective bar 
a little margin from which to save. 1] 
with children and relatively low wages to se 
are too often swallowed up by unemployment, illness, or heav: 
ical bills. Rising prices have eaten away the value of bank acco 
and Government bonds. Thus, for the majority of the aged or 
vors, Government Lienefits are the mainstay of their budgets. 

Even a very modest minimum budget for an elderly couple now 
costs about $200 a month, which is the maximum permitted b 
Dingell-Eberharter bill. This budget allows a pretty meager level 
living. For example, the husband can buy only 2 shirts a year, | 
1 more each third year. 

But the $200 a month cost of such a low budge ‘t is far higher than the 
Reed bill pe rmits. Relatively few industrial workers could hope for 
vensions of more than three-fourths this amount under the Reed 
fill. They would have to earn an average of over $300 a month to g 
even this amount. And the most fortunate, with average earnings of 
$350 or more, could not receive more than $163 a month, or $37 less 
than the budget allows. 

The insurance companies and the United States Chamber of Com- 
merce do not want to see benefit levels raised, as frequent public state- 
ments show. The former fear competition; the latter do not want to 
meet the bill. We trust you will place greater importance on adequate 
income for widows, children, and the aged, obtained as a matter of 
right and preserving human dignity and health. 

Dollars received as benefits by these people soon are paid to the 
grocer, the landlord, the utilities, and the farmer. Thus they add to 
the general prosperity and welfare of the entire community. 

In 1949, the majority of your committee reported out a bill provid- 
ing for permanent and total disability benefits under old-age and 
survivors insurance, as well as under public assistance. The House 
adopted both proposals, but only the assistance program was passed 
by the Senate. Surely you should not now recommend less than you 
did 5 years ago. 

The Dingell-Eberharter bill would pay persons with long-term tot: tal 
disability benefits similar to those for the aged and survivors. Thi 
bill is thus more liberal than the one you recommended before. 'T) 
better program is justified by the additional experience that has been 
gained, rising prices and wages, and continued need. 

Our union pension plans have often inciuded disability benefits. 
Experience has shown that such benefits can be properly administered 
and that they do much good. But they are not enough. A great gap 
in coverage still remains, which the insurance companies are not 
filling. 
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Congress has already provided permanent and total disability bene- 
fits for railroad workers, veterans, and most Federal employees, These 
laws have proved effective and practical. We urge that you again 
recommend disability insurance, and we hope that this time the Senate 
will concur in your action. 

Benefits obtained as a matter of right by disabled persons have 
proved to be a most useful basis for aiding in their return to produc- 
tive work. We oe improved rehabilitation programs, as included in 
the Dingell bill, but these in themselves are not enough. 

Nor is it enough mere sly to freeze the pension rights of disabled 
persons until they are 65, as the administration proposes. The dis- 
ability freeze or waiver of premiums is better than nothing. But why 
make official determinations that a person is unable to work and then 
leave him to struggle along on meager savings, public assistance, or 
private charity for years? Why not pay him an insurance benefit 
as a matter of right, in line with social insurance principles? 

The CIO has from the start believed that insurance programs 
should be extended to virtually all the gainfully employed. We again 
urge that you extend coverage as broadly as possible. 

We would specifically include Feder: al employees, under a system 
that would not impair their present civil-service retirement rights. 
In the case of State and local employees, we believe that groups should 
be given the right to vote as to whether they wish to be covered. 

We hope you will not overlook the great need for protection of 
domestic and farmworkers, and that you will extend aid even to such 
of them as work only short periods for one employer. We similarly 
urge favorable consideration of the clauses in both bills on seamen 
employed on vessels of foreion registry by American employers. 

If our recommendations for extending coverage had been adopted 
earlier, most of the aged population would now have insurance pro- 
tection. But many do not. We think they should be taken care of in 
an appropriate manner, but out of general revenues, not at the ex- 
pense of the trust fund or the contributions thereto. 

We favor more liberal Federal grants for public assistance to meet 
the needs of these people and others. If all are to receive a flat 
monthly amount, we believe that amount should be reasonably large. 
Twenty-five or thirty dollars a month would be far less than the 
average paid to public assistance recipients. 

The Dingell-Eberharter bill would start a new program for persons 
who are temporarily sick or disabled. They would receive payments 
related to past earnings up to $45 a week for 26 weeks. We have long 
supported such a program and urge your committee to recommend it. 

We believe the retirement test should be liberalized to provide that 
a person can earn $1,200 a year before starting to calculate possible 
loss of monthly pensions or survivors benefits. We favor the annual 
basis, since it is now permitted to the self-employed and since it per- 
mits beneficiaries to take advantage of seasonal opportunities for 
jobs. 

Our endorsement of such an annual basis for calculating the re- 
tirement test does not mean that we favor proposals now under con- 
sideration in the Treasury Department for abandoning quarterly pay- 
roll reports for old-age and survivors insurance purposes. We hope 
that we will have ample opportunity to testify on any proposal for 
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abandoning quarterly reports, especially because of its far-reaching 
effects on unemployment insurance. Most State laws now base un- 
employme nt insurance benefits on high quarter earnings, and States 
would be ve to abandon quarterly reporting for unemployment 
insurance if it were not required for old-age and survivors insurance. 

We would Seated that the legislation authorize the addition of : 
Government contribution to the trust fund rather than exclusive 
reliance on the pas roll tax as provided in the present law, the adminis- 
tration’s bill, and the Dingell-Eberharter bill. Our preference is 


based on the belief that progressive taxation, related to ability to pay, 
is sounder than exclusive reliance on pay roll taxes. We would like to 
see your committee restore the general authorization in regard to a 


Government contribution that was olimaiz ated from the law by the 
1950 amendments. 

Since statements may be made by other witnesses in regard to the 
cost of the Dingell-Eberharter bill, we want to point out that any cost 
estimates are based on assumptions as to future trends in birth and 
death rates, wages, employment, and other factors. In the past, cost 
estimates prepared by Government experts have usually ok too 
high because they have not taken into account increased productivity 
and have underestimated such factors as rising wages and employment 
levels. We believe that what are called the intermediate cost esti 
mates of the Department of Health, Education, and Welfare are still 
too great, and that even the so-called low estimates will prove to be 
high. 

The United States should plan its programs in terms of ever-higher 
levels of production and living. Higher payments now to the aged 
and survivors will help restore markets for farmers and jobs for the 
unemployed. With an expanding economy, we are sure that the costs 
of the program we have outlined can readily be met. 

Our members have shown their willingness to pay their fair share 
of such costs. You will recall that the CIO was one of the reamed 
opponents of the proposal that the tax be frozen at 114 percent this 
year, instead of rising to 2 percent as had been enacted in 1950. 

Before closing, we urge most strongly that your committee hold 
hearings this spring on unemployment insurance so that Congress, at 
this session, may enact essential legislation for the millions now de 
pendent on unemployment benefits. Congress must act since the 
States have permitted benefits to lag far behind rising wage levels and 
the cost of an adequate budget. 

The States are not now improving benefit provisions, in spite of 
recommendations made by President Eisenhower. It is not enough 
merely to extend coverage. There are now certain standards in the 
Federal law, and these should be expanded to assure that workers 
receive adequate protection and that national purchasing power is 
maintained. 

Finally, I would like to point out to this committee that from any 
point of view—humanitarian, economic, or = itical—such forth- 
right action as we propose is not only:3 necessary but wise. 

I am sure the humanitarian aspects of our proposal are clear to 
every member of the committee. As a matter of simple justice, this 
committee should report out a bill such as we suggest. 
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Economically, the enlightened self-interest of this Nation demands 
full-scale improvements of the social-security law. Certainly these 
proposals will prov ide our economy with a far more poten nt economic 
shot in the arm than will the reduction of excise taxes on movie- 
theater tickets. 

And let me call the attention of this committee to a hard politica 
fact of life. Certainly you can expect no political capital will e made 
by taking a few mincing steps forward. Such action is as certain to 
merit the abuse of the chamber of commerce orators, who will be in 
Washington shortly, as would an all-out modernization, humaniza- 
tion, and liberalization of the social-security law. 

The members of this committee can make no political friends by 
offering America’s aged citizens a miserable few pennies a mont] 
Certainly, the majority party cannot honestly proclaim itself to be 
guided by humanitarian instincts, if it eniil the plain needs of 
America’s people. 

Certainly in these times, with our economy sagging, America has 
much to gain by increasing the consumer spending power of our elder 
citizens. 

Not only will such action prove a tremendous spur to our presently 
sliding economy, but it will help provide the broad, strong base for 
an expanding, prosperous America. 

Certainly this great and wealthy Nation can and must improve 
the lot of its aged, its disabled, its widows, and orphans, 

This committee has a rare opportunity to strike a tremendous blow 
for good for all the people. We sincerely urge that you fulfill this 
challenge. 

The Cuatrman. Does that conclude your statement? 

Mr. Carey. Yes, sir. I would like to introduce, as I stated earlier 
in my 

The Cuarrman. I just want to get the record straight. I have be- 
fore me here the paper from which you have just read. The name is 
James B. Carey ? 

Mr. Carey. Yes, sir; the secretary- -treasurer of the Congress of In- 
dustrial Organizations, Mr. Curran is ill at the present time, and I 
present in behalf of the CIO the testimony that he planned to present. 

The Cuatrman. I see. I just wanted to get the record straight. 

You wish to insert one of these statements in the record ? 

Mr. Carry. I wish to insert the statement I made into the record, 
and in addition a supplementary statement on benefits. Copies have 
been made available to the committee members. 

The CuatrmMan. Without objection, your statement will go in the 
record in full. 

Mr. Carry. There are three other statements: One by the UAW- 
CIO regarding the disability provisions under House Resolution 6034, 

the resolution on social security adopted by the CIO convention in 
November 1953, and an explanation of the Lehman-Dingell bill by 
its sponsors. 

The Cratrman. Do you wish to insert that in the record? 

Mr. Carey. Yes, sir. 

The CHatrman. Without objection, it is so ordered. 

(The documents referred to follow :) 


1 
| 
I 
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SUPPLEMENTARY CIO STATEMENT ON BENEFIYS UNDER THE DINGELL-EBERHARTER 
2 
oI LL 


Presented to the House Ways and Means Committee by CIO secretary-treasurer, 
James B. Carey, April 13, 1954 


Since our main testimony was kept short in accordance 
request, we are submitting this more detailed explanation of 
thereof, namely that dealing with improvements in old 
ance benefits. 

We shall discuss especially the improvements en 
harter bill (H. R. 6034). 


COMPARISON OF PRESENT PROVISIONS AND PROPOSED CHANGES 


3ut first it may be helpful to present a summary comparison of the benefit 
provisions of the present law, the Dingell bill, and the Reed bill. 

We include certain examples of the benefit rights of workers with selected 
wage experience. 

No simple statement on benefits is possible becaus actual benefit any 
worker receives depends on many things: (1) His total earnings in covered 
employment; (2) the length of time he has worked; and (3) changes in his 
earnings during the period covered 

Since benefits are calculated in terms of his “average monthly wage,” the 
method of figuring this average is as important as the way in which benefits 
are related to it. 

As at present, one-half is added for a widow, aged 65 or above. A younger 
widow with children under 18 in her care gets three-fourths of the benefit 
shown for herself and one-half for each child up to family maximums, which 
are limited by 80 percent of the average monthly wage and the dollar family 
maximum. 

Under both bills primary benefits of persons now on the rolls would be in- 
creased by amounts ranging from $5 to $14 

Here are highlights of changes that would be made: 


Method of figuring aver erage of covered earn- 
age monthly wage ings in all years after 
1950, which 
\ wher. 
Amount of earnings that | $3,600 (inonthly average 
can be credited in 1 year is $306 


Method of figuring pri- 5 percent of first $100 of 
mary benefit amount. average monthly 


more than $200. 


Dollar maximum (1 per- 
son ). 
Dollar maximum (family 
Minimum 
Examples (primary bene- | 
fits shown ignore im 
provements in methods 
of figuring average 
monthly wage)- Worker | 
covered 20 years with | 
average monthly wage 
of 
$100 oe _ $55 
$200... $70 
$300 3 . $85 is maximum _-. 
$400... 
$500_. 


We shall now explain our reasons for supporting each of the major provisions 
in the Dingell-Eberharter bill that would lead to benefit improvements. 
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BENEFIT IMPROVEMENTS IN THE DINGELL-EBERHARTER BILL 


1. Basing the average monthly wage on the individual’s 10 best years of earnings 
with the choice of dropping those before 1954 

This is a highly important improvement, since it keeps benefits from being 
dragged down by periods of sickness, disability, part-time employment, or unem- 
ployment. For persons whose annual earnings vary over time, the present method 
of calculating the average wage results in severe reductions in benefit rights. 

The CIO testified in 1950 in favor of a still more liberal provision, but this one 
would be an important forward step. 

The optional new start in 1954 would likewise be of real value to Many persons. 
If the wage base ceiling is raised substantially, this new start is all the more im- 
portant since the earlier ceilings of $3,000 (to 1950) and $3,600 have not per- 
mitted crediting of earnings above those amounts. 

The administration proposal for dropping the poorest 4 years of earnings is a 
minimum step in meeting the problem of persons newly covered but it does not go 
far enough in offsetting the many factors that cause wide variations in annual in- 
comes over a person’s lifetime. 

Precedents for using a shorter span for calculating the average monthly wage 
are furnished by the civil service retirement system and many other plans, 

2. Crediting earnings up to $6,000 a year, or a monthly average of $500 

This increase in the wage base ceiling is an essential step toward adequate 
benefits. Sharp increases in wages have not been sufficiently reflected in legisla- 
tion on this point. In 1938, the limit of $3,000 was high enough to cover total 
earnings of all but 6 percent of the men regularly employed under the system. 
In 1953, according to Mrs. Hobby’s testimony, 61 percent were earning more than 
the $3,600 ceiling adopted in 1950. She estimated that her proposal of $4,200 
would cut the proportion earning more than the maximum to 43 percent. But this 
proportion is still too high. An increase to at least $6,000 is required to approxi- 
mate the 1938 ratio of 6 percent. 

Since $6,000 would also be the base on which taxes are levied, it is essential 
that the other program improvements of the Lehman-Dingell bill likewise be en- 
acted so that workers would receive a proper return for the added outlay. 

8. Adding one-half of 1 percent to the primary benefit for each year of coverage 

This provision was adopted by the Ways and Means Committee and the House 
of Representatives in 1949, but was eliminated because of opposition in the Senate. 

The report of the Ways and Means Committee stated (p. 19) : “Your committee 
feels that the increment is an essential part of a social-security system.” 

We urge that this essential feature be restored. By relating benefits to length 
of service, it recognizes the larger taxes paid by persons who have long been 
covered. We do not object, as some people do, to the liberal provisions offered 
persons who will be newly covered in 1955 and then shortly receive substantial 
benefits. But the additional one-half of 1 percent a year should be allowed to per- 
sons who have been in the system for many years. 

4. Adding 2 percent for each year worked after 65 

This will provide an incentive and a reward for those who continue in gainful 
employment rather than retiring. Since persons 65 and over now pay taxes, they 
will contribute toward the increased benefit. 

If we have an expanding economy, with ever-higher levels of employment and 
production—as we must, to survive in competition with the Communists—then 
there will be ample place for older citizens in the employed labor force. 


5. Raising the minimum to $35 a month and the dollar maximum to $200 for a 
family 

These amounts are not too generous—rather the contrary. But they would rep 
resent substantial improvements and come closer to our goals. 

In 1950 the CIO testified in favor of a minimum benefit of $50 a month. We 
also indicated that the maximum for family benefits should be 80 percent of 
the average monthly wage, as under existing law, but without a dollar ceiling. 
As additional steps to increasing survivors’ besefits, we urged that a widow 
should receive 100 percent of the primary benefit, instead of 75 percent, and 
that the allowance for the first child or dependent parent of a deceased worker 
be raised to 75 percent of the primary benefit instead of 50 percent. 





SOCIAL SECURITY ACT AMENDMENTS OF 1954 651 


These recommendations reflected our deep desire to eliminate substandard 
conditions of living, especially for young people 

As Chairman Emil Rieve, of the CIO social security committee, testified : 

“We are sure you agree that protection for the children of widowed mothers 
has an importance which transcends any statistical analysis. It is a form of 
investment in the-Nation’s future.” (Senate hearings, 1950, p. 1261 

If more hac been done in the past to strengthen a broad variety of programs 
for the general welfare, there would be fewer ruined lives and less juvenile 
delinquency and crime today. 

Another CIO recommendation for which we likewise testified in 1950, would 
have reduced to 60 the age at which women workers, aged wives, or survivors 
would become eligible for benefits. While those provisions are not embodied in 
the Dingell-Eberharter bill, their omission emphasizes the need for the improve 
ments contained therein. 


6. Liberalizing the formula for relating benefits to the average monthly wage 

As at present, 55 percent of the first $100 of the average monthly wage would 
be replaced, but above $100, 20 percent would be replaced up to the next $400, 
instead of 15 percent up to the next $200. 

The 1950 and 1952 liberalizations in the formula dealt especially with the 
needs of low-income groups. Our proposals would aid these people too, but 
would recognize the fact that the tremendous number of workers with higher 
earnings need to have a greater percent of their earnings replaced 


NEED FOR ADEQUATE BENEFITS 


The CIO’s goal of securing adequate benefits, which is summarized in our 
briefer testimony, was discussed at great length by our witnesses in the 1949-50 
hearings. 

The minimum budget for an aged couple, to which we have referred, was 
described in detail by Walter Reuther in the Senate hearings in 1950, both in 
his oral testimony and his written brief, especially the appendix. 

This budget was developed by the United Automobile Workers from the earlier 
BLS Budget for an Elderly Couple. The cost of the UAW budget in Detroit in 
November 1949, was $174. It was not priced in other cities 

Unfortunately, we have not been able to bring it up-to-date in the same pains 
tuking way in which it was then developed. However, the Consumers’ Price 
Index has risen by about one-seventh since November 1949, so we have estimated 
the current cost of the UAW budget at about $200 in round figures 

The nature of the budget was summarized by Mr. Reuther as follows (pp 
1845-46 ) : 

“In presenting this adjusted but still woefully inadequate budget, we challenge 
anyone to point to a single item for which our allowances are too generous 
Even after our revisions, the budget allowances are pitifully small, as may be 
seen from an examination of some of the quantities and qualities provided 

“The budget allows no steak better than round steak. 

“The budget allows one-eighth of a pound of butter per person per week. 
This is 64% pounds per year while last year 11.4 pounds of butter were produced 
for every man, woman, and child in the United States. 

“The allowances for clothing and house furnishings were taken directly from 
the Budget for an Elderly Couple. Items in these 2 categories that are made of 
cotton are the equivalent of 15 pounds of raw cotton per person per year. This 
times 11 million aged equals 165 million pounds, or 330,000 bales. Cotton con 
sumption by the elderly would have to be considerably above this level to have 
any noticeable impact on the size of our cotton surplus 

“The male member of the couple may have 21% shirts per year, of which 1 
must be a work shirt. 

“He may buy 1% union suits per year plus two-fifths each of an undershirt 
and a pair of underdrawers—in other words, the equivalent of less than 2 sets 
of underwear per year. 

“For housework, his wife is allowed 1 housedress every year and 1 apron 
every 214 vears. 

“The man is allowed 1 overcoat every 8 years. 

“He is allowed no umbrella, but he gets 1 raincoat every 25 years and a com- 
bination of rubbers, arctics, and boots that works out to 1 pair every 4 years. 
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“His wife gets no raincoat, but she is permitted 1 umbrella every 20 years 
and the equivalent of 1 pair of rubbers or galoshes every 10 years. 

“The wife is allowed eighty-five one-hundredths of a handkerchief a year, or 
1 every year and 9 weeks. Her husband does slightly better. He gets ninety-two 
one-hundredths of a handkerchief every year, or 1 every year and 5 weeks. 

“The wife is allowed 4% pairs of stockings a year, of which 14% are cotton 
and 2% are rayon. She is permitted to buy a pair of nylons once every year and 
a half. Her husband is allowed 4% pairs of socks a year, of which 345 are cotton. 

“The man is allowed 1 wool suit every 4 years plus 1 cotton or tropical worsted 
suit every 16 years. 

“We have revised the transportation budget upward to provide 2,200 miles a 
year, or 42.3 miles a week, of automobile travel for the one-third of the couples 
assumed to have cars. 

“The dental-care allowance, which was taken from the budget for an elderly 
couple, allows the woman 1 dental examination and prophylaxis every 5 
years and the man 1 every 30 years. 

“In the recreation budget, which we have taken intact from the budget for 
an elderly couple, one would expect that ample provision would be made for a 
worker and his wife who are no longer occupied by work. However, the budget 
allows them to indulge in the American family’s favorite form of recreation— 
attendance at the movies—1l1 times a year or less than once a month. This 
budget will not help Hollywood out of its current doldrums. 

“Is there anyone who will say that allowances of the kind recited above are 
too liberal for those who have served our economy for a lifetime? Is there 
anyone who will say that it is morally wrong for the aged to expect more than 
this from a nation that has, at least in principle, acknowledged an economic 
responsibility to its retired citizens?” 

For a widow with three or more young children, budget demands would be 
greater. It is most unfortunate that Congress has not voted funds to permit 
up-to-date pricing of a budget for workers’ families, so that a graphic picture 
of current needs could be obtained. However, sufficient evidence is available 


to prove the need for provisions at least as generous as those in the Lehman- 
Dingell bill. 


> 


INTERNATIONAL UNION, UNITED AUTOMOBILE, AIRCRAFT AND 
AGRICULTURAL IMPLEMENT WORKERS OF AMERICA, CIO, 


Detroit, Mich., April 18, 1954. 
Hon. DANIEL REED, 


Chairman, House Ways and Means Committee, 

United States House of Representatives, 
Washington 25, D. C. 

DEAR CONGRESSMAN REED: The International Union, United Automobile, Air- 

craft and Agricultural Implement Workers of America, CIO, is submitting the 

enclosed statement on provision of insurance for the disabled under H. R. 6034. 

Our union joins in supporting the proposals for improving the social-security 
program as outlined before your committee by Mr. Joseph Curran, speaking on 
behalf of the Congress of Industrial Organization. 

We would like to further emphasize the importance of providing insurance 
benefits to the disabled and to demonstrate that this benefit provision is both 
a necessary and proper element in our social-security laws. 

We urge your committee and the Congress of the United States to institute 
this protection. 

Very truly yours. 

JOHN W. LIVINGSTON, 
Vice President, UAW-CIO, 
Member CIO Committee-on Social Security. 


STATEMENT PREPARED BY THE UAW-CIO PROVISION oF INSURANCE FOR THE 
DISABLED UNDER H. R. 6034 


The absence of any national insurance provision for the disabled represents 
the most serious gap in the Federal old-age and survivors insurance program. 
H. R. 7199 does nothing whatever to fill this gap. The disabled would remain 
uninsured and unprotected if this bill, widely advertised as giving new protec- 
tion to the disabled, were enacted into law. All that H. R. 7199 does do is to say 
this-— 
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If, for example, a worker at age 30 sustains a broken back and becomes a par 
aplegic, he and his wife and children will be assured benefits under the old 
age and survivors’ insurance program when he either reaches age 65 or dies 
and his family qualifies as survivors. 

In the interval of up to 35 years, this bill offers him nothing except that his 
wage credits and level of monthly payments under OASI will be frozen at the 
level that obtained at the moment when he sustained the broken back. He 
and his family have no aecess to the monthly payments until he reaches 
65 or dies. 

H. R. 6034, introduced by Representative Dingell and others in the House and 
by Senator Lehman and others in the Senate as S. 2260, does extend the OASI 
insurance system and protection to the disabled. 

In this hearing we urge that your committee either recommend enactment 
of H. R. 6034 or amend the Reed bill, H. R. 7199, supported by the administra 
tion, by adopting the disability insurance provisions of H. R. 6084. 

In virtually all other countries social-insurance programs from their incep- 
tion have provided income to the disabled. But in the United States, illness 
ig still the most important source of dependency. We have a measure of pro 
tection for the aged, for survivors, for the unemployed. But it remains a catas- 
trophe for a worker and for his family if he becomes unable to work due to 
illness. 

According to studies by the United States Bureau of the Census and the 
United States Public Health Service in 1949 and 1950, over 2 million persons 
between the ages of 14 and 64 were disabled by illnesses which had lasted for 
more than 6 months. Where can these 2 million persons turn 
support which is provided as a matter of earned right? 

There is no basic Federal program for these people. They 


ant 


for financial 


remain uncovered 


because of the opposition of groups like the American Medical Association and 
private commercial insurance companies who charge that their inclusion under 
OASI would lead to socialized medicine, would encourage malingering, would 
disastrously affect the OASI trust fund and similar dire predictions. 

Our objective is to answer these charges and to demonstrate that it is feasi 
ble actuarially and administratively to bring this group under OASI protectior 


EXISTING PUBLIC PROGRAMS 


Programs for the disabled are administered by the Veterans’ Administration, 
by the States under workmen’s compensation, by the quasi-public Railroad Re 
tirement Board, and, most recently, by the States with Federal matching under 
aid to the permanently and totally disabled. This last program was initiated 
in 1950 by amendment to the Social Security Act, establishing a new category 
for public assistance to needy disabled persons 18 years of age or older. The 
program is State-initiated and State-administered. To date, 40 States have 
established aid to the permanently and totally disabled programs which q ify 
for Federal aid, and as of November 1953, 193,000 persons were receiving bene- 
fits under these programs. 

While we support these various programs as being necessary but only partial 
solutions to the problem of income maintenance for the disabled, we believe that 
there must be a national program. With old age and death, disability should 
be included as an “insurable” risk under OASI. Disability, after all, is only one 
more cause for retirement. It has been so treated under pension programs which 
the UAW-CIO has negotiated in the automobile industry. 

It is perfectly proper that there should be provisions under workmen’s compen- 
sation for work-connected disabilities ; that there be a railroad retirement pro- 
gram, or a veterans’ program, but it our belief that these should supplement a 
basic Federal program. It was with this in mind that the UAW-CIO since 1949 
has sought through collective bargaining to supplement the basic Federal 
program. 

Only four States today have programs which provide temporary disability 
insurance—California, New Jersey, New York, and Rhode Island. 


UAW-CIO DISABILITY PROGRAMS 


There are two programs providing income for disabled workers which the 
union has established through collective bargaining: one, the temporary disability 
insurance ; the other, retirement income for the permanently and totally disabled. 
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Under the typical temporary disability insurance program, benefits are paid 
weekly in cases of accident or sickness. The typical benefit approximates $35 a 
week, and is payable for 26 weeks. 

Over one million UAW members are covered by our negotiated pension plans. 
In all of these plans there is provision for a permanent and total disability benefit 
before age 65. Coverage applies equally to occupational and nonoccupational 
disabilities. 

Negotiation of this type of benefit raised a number of policy questions which 
have relevance to development of a similar provision under the Federal program. 
First, the question of definition and determination of disability. Definitions 
have been developed which are administratively rather than legalistically ori- 
ented, and which place primary reliance on sound implementation by a union- 
management joint board of administration. The union has sought to establish 
procedures which utilize adequate and comprehensive medical diagnostic findings 
from recognized diagnostic clinies or hospital out-patient departments. These 
findings form the basis for determination of eligibility by the joint board and also 
provide a basis for planning medical treatment and rehabilitation. 

Since the first retirement under these programs in 1950, approximately 37,500 
workers have retired for reason of age; 2,075 workers have retired because of 
permanent and total disability. 

Our experience shows that the claims of opponents of permanent and total 
disability protection that such programs could not be administered or would be 
exorbitantly costly were unfounded. Actual retirements for disability reasons 
were much lower than were actuarially assumed. Determination of disability 
on a fair and objective basis has been worked out satisfactorily to both the union 
and managements. And the experience of the Railroad Retirement Board, the 
veterans’ program, aid to the permanently and totally disabled, and the work- 
men’s compensation programs bear out these conclusions. 

In the hearings in connection with H. R. 6000 in 1949-50, opponents of disability 
insurance cited the so-called disastrous experience of private insurers who had 
underwritten permanent and total disability insurance during the thirties. This 
was a special situation which cannot be applied to a universal program. The 
insurance companies had poor risk selection, the amounts for which they wrote 
policies were unreasonably large, and policy terms encouraged malingering. 
Benefits increased as the duration of disability increased. Universal compulsory 
coverage under OASI would offset the problem of adverse risks. Overinsurance 
is scarcely a problem under a Federal program. It has also been pointed out that 
in the thirties disciplinary benefits were abused by persons who became unem- 
ployed. Today, however, there are unemployment-insurance programs through- 
out the Nation which to some extent will take care of income maintenance during 
periods of unemployment. 

We believe that these considerations answer the opponents of Federal insur- 
ance for the disabled 


PROGRAM STANDARDS 
We urge establishment of a program to include the following provisions : 


(1) adequate income 

Monthly cash payments to the permanent and totally disabled should be made 
on the same basis as provided to age retirants. Dependants’ benefits as well as 
primary benefits should be paid. The reason is obvious: during illness a worker’s 
expenses and responsibilities do not diminish. If anything, they are increased by 
the cost of necessary medical care. We also call for payment of weekly benefits 
during periods of temporary disability at levels sufficient to permit a family to 
maintain a decent standard of living. 
(2) Uniform Federal standards for determination of disability 

We support Federal standards as the logical method for administering a 
Federal program. Development of 48 different criteria cannot be justified. We 
would agree that State agencies could arrange for the determination, but can 
see no reason why this should not be a responsibility of the Federal agency. 
(3) Close coordination with and encouragement of rehabilitation 

It is essential that the disabled worker have all possible opportunities for re- 
habilitative medical care, education, and retraining. The cost of such a pro- 
gram would probably be self-liquidating. A program for the disabled should be 
based on concepts that maximize the possibility of recovery. It should not make 
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perpetuation of disability an advantage. Lenefits should not be withheld on the 
basis that rehabilitation is possible, but should be maintained during the period 
when rehabilitation is being considered or attempted. Rehabilitation is not only 
humane; it is also economical. 


(4) Preservation of the insurance rights of the disabled 


We support a “freeze” of a disabled individual's age retirement benefit rights 
and status during the period of his disability. 


CONCLUSION 


Many of the features for a sound program which will provide income to the 
disabled wage earner are included in the social security amendments incorpo- 
rated in H. R. 6034 introduced in the House by Representative Dingell and in the 
Senate (S. 2260) by Senator Lehman. We urge their inclusion in the Social 
Security Act. 


{CIO Convention Resolution on Social Security, unanimously adopted in Noven 
SOCIAL SECURITY 


Important issues in the field of social security are to receive serious consid- 
eration at the coming session of Congress. 

A constructive program embodied in a bill sponsored by Senator Lehman and 
more than two dozen other liberals, S. 2260, would substantially raise benefits 
under old-age and survivors insurance, would extend its coverage, liberalize the 
retirement test, and add Federal programs of permanent and temporary disabil- 
ity insurance. It would also provide increased funds for rehabilitation of in- 
jured workers. 

The Eisenhower administration has so far made no suggestions for improve 
ment of social security other than a noncontroversial extension of coverage of 
old-age and survivors insurance. 

The House Ways and Means Committee expects to hold hearings, probably in 
the spring, on social security amendments. A subcommittee, headed by Congress- 
man Curtis, who has long opposed all progressive social security measures, is 
making a comprehensive survey with the aid of a staff headed by persons who 
oppose even the present inadequate system. 

The United States Chamber of Commerce has been promoting amendments 
which would severely impair both old-age and survivors insurance and old-age 
assistance. It would end Federal grants to the States for old-age assistance. 
Instead, the cost of caring for the present aged, who have not been covered by 
OASI, would be shifted to the contributions of workers and employers to the 
OASI trust fund. The proposed minimum payments of $25 a month would be 
grossly unfair to recipients since 5 out of 6 aged persons receiving public assist- 
ance now get more than $25 a month. Persons now covered by old-age and sur- 
vivors insurance would be faced with possible loss of benefits as a result of the 
drain on the fund, or would have to make substantially higher contributions. 

Many of those who support the chamber of commerce plan hope that it will 
lead to lower benefits, and perhaps to abandoning the concept of relating bene- 
fits to earnings and to substituting a means test for a genuine insurance pro- 
gram. 

It has been suggested by President Eisenhower and others that the automatic 
increase in the payroll tax from 11% percent to 2 percent scheduled under existing 
law for January 1, should be repealed. The CIO executive board protested such 
a freeze at its June meeting and Congress did not act at the last session. There 
are signs, however, that the matter will be pressed early next year: Now, there- 
fore, be it 

Resolved, The CIO reaffirms its belief in a comprehensive insurance program 
covering all Americans with an adequate system of benefits against the hazards 
of old-age, survivorship after the death of the family breadwinner, permanent 
and total disability, temporary sickness and injury, unemployment and the cost 
of medical care. 

We believe that a sound program of this type must relate benefits to earnings 
and must include an adequate reserve. We believe that all persons now aged 
should be provided for adequately in a suitable manner, but the costs of such a 
program for those who have not been covered by old-age and survivors insur- 
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ance should be met from general revenues based on progressive taxation, 
from contributions to the trust fund. 

We support the constructive program embodied in the bill introduced | 
Senator Lehman and others (S. 2260) to raise benefits, extend coverage, ac 
programs of total and temporary disability insurance, and make _ othe 
improvements 

We call upon the Fisenhower administration to join us in seeking such muc] 
needed changes rather than confining its recommendations to extension of cover 
age. A clearcut program for further advances, sponsored by the administratic 
would be the most effective answer to attacks such as those that are being 1! 
by the chamber of commerce. 

We oppose any postponement of the scheduled increase tn the payro 
old-age and survivors insurance. We reaffirm our previous stand that 
is willing to bear its fair share of the cost of an adequate program, and 
lower payments now can only mean higher payments or lower benefits lat 
The American people are entitled to confidence that benefit provision 
into law will be met 

We favor amendments to the Social Security Acts which will imp: 
assistance and maternal and child welfare services, and which will extend 


ll tay 


f 
social security, including full unemployment insurance, to the people of P 
Rico. 

We urge our affiliates to continue their efforts to improve State laws in 
field of social security, including temporary disability insurance and pub 
assistance 

As labor unionists, we shall continue our efforts through collective bargain 
to improve and extend health, welfare, and pension plans so as to achieve 
sary protection for our members and to continue to bring pressure for ine? 
legislative protection for everyone. 


EXPLANATION OF THE LEHMAN-DINGELL BILL By ITs SPONSORS 


The social-security bill entitled “The Social Security Act Amendments of 1953,’ 
is a bill designed to bring the social-security system now in effect into line with 
current realities It would make our social-security system not a perfect sys 
tem, but a better system; a sounder, more just, and more comprehensive system 

It would do this first by increasing the level of social-insurance benefits. Ther 
it would grant protection against long-term and permanent total disability, and 
against temporary disability. It would also greatly encourage the rehabilita 
tion of the disabled 

Finally, this bill proposes to extend the coverage of social security to numer 
ous groups of our citizens who are not now covered, including members of the 
Armed Forces, farm owners, some professional groups, including lawyers, ve 
inarians, accountants, architects, funeral directors, and engineers and others, 
farmworkers, household workers, ministers, and certain groups of publie em 
ployees. The number of additional persons who would be thus covered is over 
8 million, bringing to a total of 56 million the number who would be covered by 
the Federal social-security insurance system. 

In short, the object of this bill is to grant social-security protection to more 
of our citizens and to assure all participants in the social-security system that, 
as far as is possible and practicable, they are to be protected against the hazards 
which constitute the basic ingredients of insecurity—injury, chronic illness, pre 
mature death, and old a 

We believe that these new steps in social security are altogether necessary as 
well as desirable 

We believe that our citizens can best contribute to the national welfare, and 


‘ter- 


can best participate in the epie struggle for freedom which today grips the world 
if they are secure in their own lives. If basic economic fear can be banished from 
the American family hearth, freedom will have a fuller and deeper meaning than 
it has ever had before 

The concept of social security has become completely accepted as part of the 
American way of life. This bill seeks merely to make social security more gen- 
erally available to more people and, with more reasonable benefits, geared to 
changes in the wage structure and standard of living in this country. 

Nearly $2.2 billion in old-age and survivors’ insurance benefits was paid dur- 
ing 1952. Over 5 million people—retired workers and their wives, and the de- 
pendents of workers who died—were receiving these benefits at the end of the 
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ear. Covered workers and employers paid contributions 

lion in the old-age and survivors insurance trust fund dur 

66,500,000 persons were insured under the program at the e1! 
With the proposed improvements, the old-age and survive I 

can make an even greater contribution to our democratic way of 

provements, as to (1) coverage, (2) level of benefits, and (: 

habilitation services and disability benefits, are summar 


1. COVERAGE 


The bill would extend old-age and survivors’ ins 
cluded who spend a significant part of their time in gainful 
single month about 8% million additional persons would be 
security by this bill. During the course of a year, an est 
13 million more persons would work under social security 
At present no farmer is included in old-age and survivs 
uld give farm operators the protection of this program 
others who are self-employed. Aout 3.2 million farmers who 
equaled at least $400 a year would gain retirement protect 
program. 

Under present law, a number of diff 

e specifically excluded. This bill would es 
fessional groups. Those who are included 
veterinarians, accountants, architects, funeral] 

This bill would likewise extend the insu 

rs whose cash wage from 


resent 


e bill would 


ations to be covered |} 
l as lay emplovees of these organi 
sters would be able }? icipate ir 
ganization and at least ) rds of it 
Several groups of public employees who 
would be placed under old-age and survivor 
essee Valley Authority would he eo 
institutions of higher learning 
members of the Wisconsin State 
ity to obtain coverage: this coverage 
greements as under existing law 
Persons serving in the Armed Forces 
program just as workers employed in civi ¢ 
military service there will be a break or gap in his r 
survivors insurance, The protection provided for pers 
under the present law lapses at the end of 1953. The 
the Armed Forces so that those on active duty will ha : nuing protection 
under old-age and survivors insurance. 


2. BENEFIT PAYMENTS 


The proposed bill revises the benefit computation pro on make the 
benefit payments more realistic in terms of present-day mit i rage levels. 
Increased benefits are needed for both present and future heneficiaries. 
increases provided in 1950 and 1952 were sorely needed to keep benefit lev 
about what they were in 1939. However, these levels were not sufficient 
and present levels are certainly not sufficient to provide even basic security when 
earnings cease. 

The long-term trend of wages in this country has been consistently upward. 
They will undoubtedly continue to rise in the future. It is of utmost importance 
that benefit levels be kept current with rising wage levels, so that benefits will 
represent a meaningful replacement of the money income lost by the worker 
upon his retirement or by his family in the event of his death. The bill attacks 
this problem by making a number of important changes in the method of benefit 
computation. 

First, it raises the limit on annual earnings that may be nsed in computing 
a person’s benefit amount. The maximum under present law is $3,600. This 
bill would increase the amount to $6,000. This would permit a worker to have 
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up to S500 a month as the maximum average wage on which to base his benef 
in place of the present S300 a month. With this change, all the annual earning 
of about 96 percent of the contributors to the system would be creditable fi 
benefit purposes. This change would restore the relationship that existed ir 
19389 under the old Social Security Act. when wage levels were much lows 
and the maximum credited under the act was $3,000 In that year 97 percen 
of all covered workers | 


id covered earnings of less than S3.000 
g I 


levels by amendin 





Next, the bi takes account of the general rise in wi: 
the benefit formula and by raising the minimum benefit Under present 
the old-age insurance benefit replaces 55 percent of the first $100 of average 
monthly wage plus 15 percent of the next S200 Under this formula the re 
ersons with average wages of $100 or less is su 
cessively diminished for higher paid earners The individual earning $150 
month receives hot a 55-percent replacement but a 42-percent replacement, and 


a man earning S300 receives a benefit representing about 2S percent of h 


tively large replacement for ] 
oh 





wages The larger replacement at the lower wage levels is made beeause 
is recognized that the lower the wave, the smaller the n for reductior 





of income in retirement 

This bill recognizes the need for a more adequate replacement of earnings 
n the middle-income brackets than is provided in present law Thus, the pro 
posed benefit tormula replaces 55 percent of the first $100 of average month! 
wage, and 20 percent of the next S400, rather than 15 percent of the nex 


$200. The bill also increases the minimum primary insurance amount fron 
the present $25 to S35 
Under this formula (disregarding additions that would be made by the 


restored increment and delaved retirement eredit discussed below ) benefits 


would compare as follows with those provided by present law 


4 Pre t law Bill 
\ int t A me 
¢ $ ( & 
$20) 70 35.0 ; 
SK) s 2s ) $1 
$40 % 91.9 IR 8 
dO) RF i 13 27 
| 
Ka $30) ea fits u pre t A 


Third, the bill restores an increment in the benefit amount for each year of 
work in covered employment An increment provision was included under the 
original Social Security Act and removed by the 1950 amendments. We feel 
that the proposed increment of one half percent “au yeal would provide a deserved 


and desirable recognition of the greater contributions to the system of workers 
ong covered by social security As it is now, a person who works in covered 
employment fo say, 40 vears, will receive no larger benefit than one retiring 


in the near future after 2 or 3 years of work, if the average mouthly wage for 
the two is the same Mquity, therefore, requires restoration of an increment 

Fourth, the bill provides that an individual who postpones his retirement 
bevond the time that he could draw benefits will receive a delayed retirement 
credit for the period of postponement. The credit will increase his benefit at the 
rate of 2 percent a veat The credit will also be given to an individual who, 
after retirement, returns to work and thus foregoes retirement benefits. Pres 
ent law does not recognize either the extra contributions these persons have 
made to the trust fund or the shorter period they will draw benefits as compared 
to individuals who retire as soon as they are eligible. The delayed retirement 
credit gives recognition to these factors 

Finally, the bill makes a basic change in the method of computing the average 
monthly wage on which the benefit is based. The present method of computing 
the average is one of the factors preventing benefit amounts from keeping pace 


with rising wage levels. Under present provisions, a person’s average monthly 





ware is computed over his entire working lifetime. Such an average is not | 
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isually representative of the individual's eart xs at his \ i] ity 
hile regularly employed It cludes waves il e eA w kit ven whe 
wage levels generally may be much lower than at the he e! ( 

some 40 vears later It includes part-time earnings which ¢ b Se 
periods of ill health or other interruptions to employmet1 { ler ¢ 

average would be computed over the worker's st 10 cons e ye oO 
ered earnings Such a period is long enous oO pl d f ~ ‘ f ‘ 
individual’s usual earnings experie wh worki! fu ( I \ 
issure that the benefit amount will be elated tf his ear gs a I 
that he actually becomes entitled to benefits. An individ ( ‘ 

are likely to occur in the latter pat f his wor ( er wig 

erally will tend to be higher The bil ilso « iins ent 

issure that as between individuals vw have the ‘ hiv w 
those who spend the greater proportion of their worki! 9 red 

ment Will receive the higher benef im 

The new benefit formula and avera nor wae \ ! ould ay 
most people coming on the rolls it e future Kor t endy ¢ thie 
rolls, the bill contains a conversion t e provid ' 
benefit amount This increase is caleulated to bring su ers to a he f 
level comparable to that of persons who have the ad) f ‘ ew 
tation. The conversion table will also be applicable ndividu eS ‘ 
ficiaries coming on the rolls in the first 5 vears after ¢ { of hy f 
they would do better thereby than under the re fo I i ) 
that after 5 vears, the need for this provision w onger exis 
3. INCREASE IN AMOUNT OF EARNINGS PERMITIED WIT! 1 g cg FR Irs 

In addition to liberalizing benetit rates, the | enses S75 to $100 the 
amount beneficiaries under the age of 75 may earn in a me h withou sre 
sion of their benefit payments A corresponding change is made with respe t 
self-employed beneficiaries (AS in present law, benefi es age 75 al d ove 
would be permitted to draw their benefits regardless « heir ¢ nes it ere 
employment.) It is expected that the amount set as the ! this work 
test should prevent persons from drawing benefits while regular employed 
on a fulltime basis, but that at the same time it should permit beneficiaries te 
engage in some part-time work without penalty Consideri t ’ we 
levels, We believe $100 is an appropriate amount for the limit 
4. REHABILITATION SERVICES AND INSURANCE BENEFITS FOR THE TOTALLY DISABLEI 

Long-term total disability is no respecter of youtl nee, or earning 
capacity, and is one of the chief social and economi sks against which the 
general population lacks protection. The premature end of a working career 
by illness or injury brings impoverishment, discouragemer ind disruption of 
the families afflicted, and represents a lasting burden on relatives, community, 
and Nation. 

The most serious gap in the social insurance system today is lack of protection 
against long-term disability Disability is more burdensome than old age, for 
it may come at a time when the responsibility for support of a family is greatest 
To a family, disablement of its breadwinner is financial more ruinous than 
death itself, for it adds a dependent to be taken care of—a dependent ho may 
need extra cure and incur extra expenses Adequate insurance against n 
term disability is not offered on wide scale by private companie it prices the 
average worker can afford; nor is protection against such disability a feature 
of most private pension plans 

About 5 percent of the civilian population between the ges of 14 an > are 
unable, on an average day of the year, to go about their regular duties becaus 
they are disabled. Over 2 percent have been disabled fe ( months or mor 
the duration of the disability increasing with age. Three-fourths of these were 
formerly in the labor force These percentages represent group which sorel) 
needs the protection of social insurance 

As only 1 severe disablement in 20 is work-connected, the other 19 cannot 
qualify for workmen’s compensatio! Aid to the permanently and totally dis 
abled, enacted as a new category of public assistance in 1950, is restricted by 
residence and means tests, by inadequate resources for restoring the disabled 
to gainful employment, by uneven adoption and implementation among the 
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States, and by commendable reluctance of many afflicted individuals to seek 
outright public aid until forced clear to the wall. 

This bill represents a new approach to minimizing the national risk of long- 
term total disability—a constructive approach which seeks first to help a man 


to help himself. Great strides have been taken in restoring to even severely 
disabled persons enough physical capacity to enable them to work and earn 
their living This knowledge cannot be used on a wide scale until resources 
are made available for expanded staff and facilities—resources now within the 
capacity of our American social insurance system. 

The underlying principle is a simple one. Many social security programs 
have been focused chiefly on the incapacity of the disabled. Our intent should 
be to look first at residual and potential abilities, and through rehabilitation to 
return to the labor force as rapidly as possible those disabled persons who may 
be made capable of self-support Many who now resign themselves to being 
labeled as permanently and totally disabled have such abilities and might be 
returned to independent usefulness and restored self-respect 

Chis bill would make rehabilitation services available to those who had recent 
and substantial connection with the labor force when their disabilities began, 
and who are considered good prospects for rehabilitation to substantially gainful 
employment by their State rehabilitation ¢ 
would 





rencies. Rehabilitation services 
provided through the existing facilities of such State rehabilitation 





agencies, but the cost of furnishing services would be borne by the old-age and 
survivors insurance trust fund. This is reasonable since the savings to the 
fund by the return of beneficiaries to work would, in most instances, be many 
t es the cost of rehabilitation. 

so Would provide monthly cash rehabilitation benefits, after a 6-month 
od, to totally disabied insured workers and to their dependent chil- 


t 





ves. Benefits would be computed in the same way as retirement bene- 
Rehabilitation services and rehabilitation insurance benefits would con- 
tinue until the disabled worker was restored to gainful employment or was 
found incapable of successful rehabilitation. 
Chose initially found to be incapable of rehabilitation into gainful employment, 
nd those whose cases are closed unsuccessfully, would receive a permanent and 
otal disability insurance benefit until they reach retirement age. At attainment 
of retirement age or death the usual old-age and survivors benefits would be pay- 


ab Future advances in physical restoration and vocational education could 
he ade available to disability beneficiaries, and benefits would, of course, be 
terminated upon physical recovery or restoration of earning capacity. The cash 


benelits would be suspended during months in which beneficiaries earn more than 
$100, except that this suspension would be waived for the first 3 months in which 
the individual is trying out his newly acquired skills on a job. 

As part of this program, provision is made for the maintenance of the rights of 
disabled persons to old-age and survivors insurance benefits. Under present 
law, absence from covered work over an extended period, for whatever reason, 
inevitably results in a reduction in the benefit amount payable upon retirement 
or death and in many cases disqualifies the individual from benefits altogether. 
Under this pill, a period of disability would not count against the individual in 
figuring his eligibility for or the amount of his old-age and survivors insurance 
benefits. In other words, his insurance and benefits status would be frozen for 
the period of his disability Disabled workers already on the retire 





ent rolls 
who were totally disabled for long periods before reaching age 65 could have 
their benefits recomputed to exclude the period of their disability if they met the 
insured status requirements for such freezing at the time they become disabled. 

Another proposed extension of present law in the field of disabling injuries and 
illnesses is the provision to continue payment of children’s benefits past the age 
of 18 for beneficiaries incapable of self-support due to total disability. Though 
other dependents in similar circumstances may be equally deserving of insurance 
benefits, the need of a disabled child whose dependency has already been estab- 
lished seems most pressing and can most readily be met. Rehabilitation services 
would also be made available to such disabled adult children as may have good 
prospects of eventual self-support, with tremendous gains to the individual and 
the economy in successful cases. 

The nature and financing of the proposed rehabilitation services deserve fur- 
ther explanation. The maintenance benefits, now offered by the States under a 
means test, are rendered unnecessary by the benefits here proposed. All other 
services now available on a restricted scale under the Vocational Rehabilitation 
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Act would be made available at the discretion of the State agencies to all those 














jualifving under this prog 1. Once disab + Sai “nde. rage ab 
; clearly in the interest of cont utors to the program that a che ya 
vors insurance trust fund moneys be used in this ¢« ior i ee E 
ecessful rehabilitant would save the trust f + wihakent ie Reger ue 
nd would resume his contribut nite the) ; : ‘ ; pete 
least a majority of rehabilitations undertaken wou he ; f 
ent in rehabilitation services should prove a highly 1 fitable ; 
future Federal tax payments by rehab han wakes hould se ei sot oa 
ehabilitation. 
5. CAS SICK SS INS A re 
Less dramatic than long-ter haa ited ea a s 
currence, is the hazard of temporary-tot disablement ow t » 
ness. At present our social-security program is ir | 1 
red pers t work can ¢ 
bodied, but is left without any protection whatever if his employment is due to 
sabling condition. Only four States—New York, New J Rhode Is 
loss of earnings du f g 1 : 
enefits for up to 26 weeks in -” = d be ead an be sovanthe anal aad 
who are insured on the basis PER ep ade ae 
h henefits w shin bias : | - 
worker is ill, even though the illness mav not be of a permanently sablis 
nature. There would be a waiting period of 1 week before benefits would he 
din anv benefit vear. Cash sickness benefits would anpplw t caeahal a’ 
ers, except the self-employed, Federal civilian employees dt hers of ft 
Armed Forces, These latter groups do not normally suff s of income f 


temporary periods of illness. 
€ FINANCING 
Although the bill provides for substantially her zed benefits and f 
idition of benefits for both permanent total disability ar te y 


these important changes can be put int ’ 
This is due to the fact that the bill provides for additiona evenne to the 





system from the extension of covera to new groups ar t ! se in 
the maximum taxable wage from $3,600 to $6,000 Ir 

been taken of the increase in the average wages and interest rates vw h } 
taken place since the last actuarial valuation was made I vl e eX] 


to continue. 
Taking into account all these factors the bill provides 
tribution rates designed to continue the entire progra 


basis: 


4 
4 
) 
‘ 
159 d 19 
dt 1 
} } 
[ r } 
i becau \ 1 


7. CONCLUSION 


In conclusion, this bill, by extending ¢ erage, amending t enefit provisions 
and establishing disability insurance, seeks to round out the tion pr ded 
by the existing old-age and survivors insurance prograr Our people need 
adequate protection against income loss resulting from old age, death, and dis 
ability. It is far better to cover these risks under the insurance system than to 
have our people depend upon the less constructive method of direct pub 
assistance on a means test basis. 


45622—54 45 
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A. Examples of benefits under benefit formula contained in bill: 





Old-age benefits under bill after 
4 
10 years of 20 1 f 3 ears i 
coverage c erage ( erage OVE 
$i $27. 50 S35. $3 ) $335. Of * 
$i ow 7, 80 60. & 63. 30 
$2K 70. 00 7h. 82. A 86. 30 ) 
Sin 5. OF 19.5 wt. XM 3, 
$4 85. OK 20. 8 126. 54 2 
$M s M +1. SO is. 5 ; 
rhea “ 4 4 ul 1dd l ars re I lent 
- Rais atl 
Che average monthly wage cannot exceed $300 under present law 
B. Examples of increases made by conversion table: . neneeNee amount 
~ nder converston 
Primary insurance amount under 1952 amendments table in bill 
$25.00 ee ni saat alice ; ‘ $35. 00 
I sa nici inene ; sitectcta ladies laibstincn 40. 00 
$50.10 ad — ate coal ve ' 2 3 — 55. 10 
$70.00 ; i . a : 79. 70 
$80.10__- 7 93. 70 
$85.00 99, 00 


The CHarRMAN. Does that conclude your statement ¢ 

Mr. Carry. Yes, sir; except that I want to say my word of appre 
ciation to the committee for making this opportunity possible. 

The Cuarrman. Thank you, sir, for your presentation of your views 
and those of the CIO. 

Mr. Eberharter wishes to inquire. 

Mr. Esernarrer. Mr. Carey, was somebody from the Congress of 
Industrial Organizations among the members of the President’s con 
sultants on social security / 

Mr. Carry. Yes. Mrs. Katherine Ellickson, the secre 
CIO's committee on social security, who is with me at 
time, served in behalf of the CLO on that committee. 


Z 
t| 


Mr. Exvernarrer. I am very, very much interested in the stand 
taken by you with respect to permanent and total disability. I have 


tried to find from other witnesses, particularly the administration 


withesses, the main reasons fo) rejectil a suggestions for permanent 


I 
t 


and total disability benefits. About the only thing that | could get 
out of their testimony was the fact that maybe that would be going a 
little too far, or someth ng to the effect that we are O1vViIng a freeze of 
the benefits at this time, and we have a rehabilitation program, and 
perhaps that is as far as we should go. 

None of the administration witnesses denied the validity of a pro 
vision or the worthwhile objective ot a prov IsSlOn for permanent and 
total-disability benefits. 

I was just wondering whether Mrs. Ellickson would care to state 
whether in the consultant’s meetings there were any strong objections, 
and what they were, provided you can do so without violating any 


confidences. 

Mrs. Exvuicxson. The group on which I served was a group of 
consultants who were called together last spring. However, we were 
asked to make recommendations only in regard to extension of cov- 
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erage. We were not asked in any way to consider improving benefits 
or-inclusion of permanent and total disabili ity insurance. 

So the administration’s recommendations on coverage followed the 
recommendations of that group of consultants, but that was all that 
we dealt with. I believe that is the group that you were referring to. 

Mr. Eseruarter. That isthe group I was referring to. 

Would it not be an extension of coverage if you extended 
coverage to those permanently and totally disabled ¢ 

Mrs. ExLiickson. Certainly) in One sense that would be true, but 
we just knew we weren’t aske d to do it. 

Mr. Esernarrer. I see. Then that question was not discussed very 
thoroughly, that is, the permanent and total disability benefits 
provision ¢ 


Mrs. Exxuickson. It was not raised at all. It was made perfectly 
clear to us that by extension of coverage the administration meant 
bringing more people into the system. 

Mr. Ernernartrer. I am happy to have that informatio 


Mrs. ELLICKSON. Instead of more people, I should s iy imore types 
of employment. That is what we were asked to consider 

Mr. Esernarrer. I see. Thank you very much. 

Mr. Carry. Our statement does indicate our strong support for dis- 
ability provisions more liberal than those contained in the 
and our opposition to merely freezing workers’ rights until they are 
65 vears of age. 

We would like it very clear, Congressman, that we are not opposed 
toit. Weare, in fact, very much in favor of it 

Mr. Enernarrer. Thank you. 

The CuatrMan. Mr. Baker? 

Mr. Baker. Mr. Carey, I did not catch the last answer you made. 
I understood you to say in response to Mr. Eberharter’s question that 
while you do not feel th: at the Reed bill goes far enough, particularly 
on higher benefits and disability provisions, yet the CIO does favo1 
the Reed bill; is that correct / 

Mr. Carey. Congressman Baker, we do not think the Reed brill goes 
far enough. We believe it is a good step, and it is a step in the mght 





direction, but we be lie ‘ve the Op Pe ty Is now before this committee 
in considering the Reed bill to ron some of the better provisions 
that are contained in the abnens ‘ll bill. We would suggest that there 
ure some items that are not contained in either the Dingell 
Eberharter bill or in the Reed bill that could be considered at this 
time. We think this is the time for taking teps, not of a mincing 
nature, but for taking some bold steps mm this feld as a help to oul 
entire economy, not merely to those covered that would be beneficiaries 
under the program. 

Mr. Baker. I assume that you recognize that the provision in the 
Reed bill or anting waiver or, rather, honpayment during disability, 
is a substantial step in the right direction. 

Mr. Carey. It isa step in the right direction. 

Mr. Baker. A step ? 

Mr. Carry. A step, a mincing step; yes, sir. 

Mr. Baker. What kind of a step / 

Mr. Carry. A mincing step, more of the type of a ballet dancer 
instead of the stride that should be made. 
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Mr. Baker. There have been many instances where people 
suffered by reason of that provision hot being in the present 
have there not 7 

Mr. Carry. Yes. 

Mr. Baker. You do favor that ? 

Mr. Carry. Yes, sir. 

Mr. Baker. Just on question on unemployment, if the chair 
I] permit it, since you touched on that. 

Has the CIO taken an official position or are you prepared to state 


the position of your organization on a temporary unemployment p 


gram, assuming that the present economic conditions are temporary, 
omethi 7 of an emergen V nature ot tide over the matter until 
] 


economy returns to what we all hope it will? 
Mr. Carry. We would consider the unemployment today not o 


temporary but also unnecessary. However, we are having unemploy 


ment to such an extent that it leads to further unemployment. Ws 
have re ached the point 1 the unemployment figure in the U ited 
States that the absence of that consuming power ol those now unen 


ploved will result in add tional plants Heine closed down. We 
not ace ‘pt the answer that we are now in a transition period, going 
from, you might Say, large defense expenditures Into the productio 
of civilian goods. A lot of the plants that are closing down, like 
\pex Hosiery in Philadelphia, and a great many others, are closing 
down by reason of the fact that the people do not have the funds to 
buy the products that are made. 

You cannot meet inventory problems by laying additional peopl 
off without increasing the dangers of a serious and Nationwide depres 
ion that will lead to a catastrophic situation in the world. 

We think that the unemployment situation now deserves immediate 
treatment, In fact, it is long overdue. We would certainly hope that 
the Improvement of unemployment insurance and the other items 
would be helpful as temporary as well as long-run programs for meet 
ing the problems ( onfronting our society. 

Mr. Baker. Can you state whether the CIO would approve a p! 
for further coverage, an extended duration of benefits, as 
gency proposition, say for 1 year ¢ 

Mr. CAREY. We would think that would be a desirable 
do at this time. 

Mr. Baker. You say you do think it would? 

Mr. Carey. We do; yes, sir. 

Mr. Baxer. I believe that is all. 

The Cuairnman. Are there any other questions ? 

If not, we thank you, sir, for your appearance and the information 
you have civen. 

Mr. Carey. Thank you, Mr. Chairman. 

Mr. Exsernarter. Mr. Chairman, I ask unanimous consent. that 
Congressman Car] D. Perkins, from the Seventh District of Kentucky, 
be permitted to insert in the record a statement on the question before 
us, social security. 

The CuairMan. Without objection, it is so ordered. 

(The statement referred to follows:) 





SOCIAL SECURITY A(¢ 


STATEMENT OF HON. CARL D. PERKINS 
HousE WAYS AND MEANS C 


Mr. Chairman, members of the comr 
social-security legislation I, along with 
Representatives, introduced a bill to inere 
and survivors insurance by increasing benef 
workers to earn up to $100 per month wit 
the coverage of the system to about 8 
protection and rehabilitation ser 
becoming disabled before they reac] 

On July 30, 1953, I made the 
of Representatives : 

“It is not enough just to exte 
although that is a laudable purpos 
protection outlined in H. R. 6128 
disabled worker be assured that hi i ) 
the improvements contained therein can the widow 
die be relieved from the fear of poverty) 

“First of all, benefits will be increased to bring the1 
is more nearly in line with present-day cost « 
that the average primary benefit under the prs 
improvements Congress has made since 1949, is still 
It is unnecessary, I think, to elaborate on the fact 
times, is no kind of a guaranty of even the most mini! 
clothing, and shelter 

“H. R. 6128 will increase the social-security bens 
increase the amount of the average monthly 


by basing it on the worker’s best 10 eo! secutive \ 
of upon a full working lifetime, as at present 
earnings counted from the present $3,600 up t 
mula, lik 

wage, but then it will add 20 percent of the ne 
of the next $200 as is now done It will r 
increasing the amount of the benefit by one-h: 
f covered employment. And for workers w 

irement age, it will increase the benefit 


e the old, will pay DD nereent of the 


“The net effect will be to increase 
35, or by about 50 percent 

» upward trend of wages in t! 

living costs I, for one, be 
the best way to make the word 
system. 

“By extendin 
million additional 
tically all members of the worl 
total of 60 million jobs wili be co. 
3.2 million farmowners, men an 
hold workers not now cover » i > me 
including lawyers, veterinarians, account 
as well as certain groups of public employ) 
coverage provisions With the increased 
age, our social insurance system can become a genuil 
economie insecurity in America when old age or pt 
wage earner 

“One of the best features of the 
beyond the concepts of our existing system by est: hit isurance protection 
against long-term total disability and against ! rar lisability as well It 
has always seemed completely unrealistic, t > deny a man benefits under 
social security, if he is disabled, permanently and totally, until he reaches age 65 
As all of us know, tragedy of this nd is n specter of a And under our 
present system, if such a disability strike vage earner at: rly age, he is in 
danger of losing his old-age benefits as well. ‘his, I admit, iscrimination 
and discrimination at a time of family tragedy Wh uld we deny benefits 
at least until he is age 65—tto the man who cannot work because he has suffered 
the misfortune of disabling illness or injury? For such a tragedy not only means 
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that his wages stop, but also that the expenses of the family are increased 

“This is not a new proposal. It has been carefully considered in hearings 
and the House endorsed a program somewhat less protective than that designed 
in my bill in connection with the 1950 amendments, but it was deleted in the 
Senate. Again last year the House endorsed the principle of disability insurance 
by accepting the waiver of premium principle, thus insuring that a man’s insur 
ance status would be frozen at the point of his disability. Again this portior 
of the House bill was nullified by the conference committee, and left for action 
in the 1953 hearings. I, myself, have introduced numerous bills in the past 
which would establish what I believe to be a far more adequate disability 
program than any of the plans which have received approval. How long, I 
wonder, is the House of Representatives going to allow itself to be overruled 
in this matter In my humble opinion, the sections of my bili covering disability 
are among its most important features, and I intend to stick with this principle 
until we get some action on the matter 

“Why, someone may ask, do we need disability insurance’ Let us look at 
some of the figures. Over 2 percent of the civilian population between the 
ages of 14 and 65 are unable, on an average day of the year, to go to their jobs 
because they have been disabled for 7 months or more And since ¢ nly 1 severe 
disablement in 20 arises out of and in the course of their employment, the other 
19 cannot qualify for workmen’s compensation Usually the rate of disability 
increases with the age of the worker—although, as all of us know, long-term 
total disability is no respecter of age, diligence, or earning capacity. 

“My bill would provide monthly cash benefits, immediately for temporary 
disability, and after a 6-month waiting period, to totally disabled insured 
workers and to their dependent children and wives. With these benefits it 
would combine rehabilitation services designed to help the disabled worker to 
overcome his handicap either in his regular job or, if the disability makes that 
impossible, in another kind of work through a retraining process. I believe 
this is sound policy. For our social-insurance system would move in at a time 
when family need is greatest, to pay cash benefits. 

“At the same time, other methods of rehabilitation which we have in this 
country would be available to help the family return to the self-sufficiency of a 
regular pay envelope in many cases. I believe that the investment of social 
security funds in rehabilitation services will prove to be a source of net profit 
to the country. I make this statement particularly because of the evidence 
to which I have listened attentively before the House Education and Labor 
Committee on hearings in behalf of the physically handicapped, during the past 
2 weeks—such outstanding witnesses, for instance, as Dr. Howard A. Rusk, 
associate editor of the New York Times, of New York City. There is no doubt 
in my mind but that the preponderance of the evidence clearly indicates that 
future Federal tax payments by rehabilitated workers should exceed the total 
costs of rehabilitation. 

“Disability arises from a wide variety of conditions—blindness, heart disease, 
injuries, and many more We can, by means of my bill, use all of the miracles 
of medical discovery to help the victims back from the pit of despair to a useful 
place in society. Advances in surgery, physical medicine, and other techniques 
have, especially since World War II, made it possible for us to restore many 
people whose condition would previously have been considered hopeless to lives 
of usefulness. It is time we put these improvements to work on behalf of the 
men and women who need them, but cannot afford them for the very reason 
that their wages have stopped with the onset of their disability. My bill would 
accomplish this purpose.” 

I feel that we should by all means enact a disability provision which will take 
care of the disabled. I feel that the retirement age should be lowered to 60 
vears, and urge the committee to take action and lower the retirement age. Back 
home in the mining communities, we find many of the unemployed are miners 
around the age of 55 who, in many instances, have worked in the mines from 30 
to 40 years. These men are broken down and are not able to get any other 
employment. They are thrifty but when they apply for employment they find 
they are unable to pass any physical examination. 

IT have always felt that this committee should consider lowering the retire- 
ment age. In this connection, I feel that the provisions of H. R. 2134 which I 
ntroduced on January 26, 1953, should be adopted, lowering the retirement age 
to 60 
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I also feel that employees of the State and local governments, and of the teach 
ng profession, should have the right of coverage if they want it, notwithstanding 
heir own retirement plans. I urge the committee to make this possible 


The CHatrman. The next witness is Mr. Richard D. Sturtevant, 
!ppearing on behalf of the Council of State Chambers of Commerce 
We are very glad to see you here, Mr. Sturtevant. 


STATEMENT OF RICHARD D. STURTEVANT, SOCIAL SECURITY 
COMMITTEE, COUNCIL OF STATE CHAMBERS OF COMMERCE 


Mr. Sturtevant. Mr. Chairman and members of the Ways and 
Means Committee, my name is Richard D. Sturtevant. I am secre 
tary and general counsel of the Jewel Tea Co.. Barrington. Ill. I ap- 
pear here this morning as a representative and member of the social 
ecurity committee of the National Council of State Chambers of 
Commerce. 

I am authorized also to speak on behalf of the State Chambers of 21 
of our States. I have filed a prepared statement to which is appended 
a list of the 21 individual State chambers of commerce from which I 
have received authorization to speak. 

The CHairman. Without objection, your statement and the list of 
chambers of commerce may be inserted in the record at this point. 

(The statement and list referred to follow :) 


STATEMENT RELATING TO H. R. 7199 ON BEHALF OF THE SocrAL Securiry Com- 
MITTEE OF THE COUNCIL OF STATE CHAMBERS OF COM MERCE 


My name is Richard D. Sturtevant I am secretury and general counsel of 
Jewel Tea Co., Inc., Barrington, Ill. This statement is presented on behalf of 
the social-security committee of the National Council of State Chambers of 
Commerce. The principles expressed herein have been endorsed by the State 
chambers of commerce of 21 States and I have been authorized to speak for 
those State organizations as well. A list of the State chambers having author 
ized this statement in principle is attached as appendix A 

The principles expressed herein and the positions taken with reference to 
proposed amendments to the Social Security Act are of significance because 
of the representative character of this statement. Consequently, the first section 
of this statement will set forth certain background information as to the way in 
which the council and its associated State chambers operate and will outline the 
steps which it is my responsibility to present to you. 

The second section will be devoted to a statement of some basic beliefs which 
will, it is hoped, be helpful to a clear understanding of the considerations which 
have led to the establishment of the position which will then be outlined in the 
third section of this statement. 


THE COUNCIL OF STATE CHAMBERS OF COMMERCE 


This organization is an association of 31 independent State chambers of com- 
merce and comparable organizations in 28 States. Its purpose is to provide a 
vehicle for the exchange of information and the coordination of action on the 
part of the constituent organizations. The national council as such does not 
purport to have blanket authority to speak on behalf of the State chambers 
Rather it works through certain standing committees and by vote of authorized 
representatives of the State organizations make recommendations on subjects 
of common interest. Each State chamber reserves the right to act independently 
upon these organizations. 

In the field of social security, the council has for a number of years had a 
standing committee, the membership of which has been made up of businessmen 
who are the chairmen of the social-security committees of a nu er of the State 
organizations, State chamber staffmen who have responsibility for the social- 
security activities of their organizations, and other businessmen who through 
long association with social-security problems have come to be recognized as 
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in the field My own membership on the council’s social-s 
is as chairman of the Illinois State chamber’s committee 
1951 annual meeting of the national council a special subcommittes 
l-security committee was appointed to make a thorough study of 
d survivors i irance program in the United States Kach 
that subcommittee undertook to give special study to a 
t an the whole group met on numerous occas 
fheir conclusions were incorporated in 
submitted to and approved nt 
mmittee at the 19: innual meeting of the counci 
r the substance * the recommendations and of th nformat 
in support thereof was transmitted to the various State organization 
which through their own social-security committees have given further 
problems in . It would serve no useful purpose to re 
li recommendations i ‘tail, but I do think that it is of impor 
that the positio I i vill urge today is fundamentally the 
that original subcommittee. Thu 
lv arrived at but have been subjec 
me 
al-security committee of tl 
: 0 occasion for the sole purpose of consider 
and exchanging abo H. R. 7199, H. R. 7200, and H. R. 6863. The co 
sions reached were then transmitted to eaeh State chamber for independe 


dy and action 
\\ 


hile I do not have firsthand information as to procedure follo by tl 

ite chambers other than my own, I do know that the endorsement of the Illino 
Chamber of Commerce of the program to be set forth in this statement 

based ion many hours of study and debate by representative businessmer 

mm all parts of the State 

Our social security committee is made up of 74 business and professi 

whom work from day to day on social security matters for thei 


‘lusions reached by that committee were presented 


which consists P 71 business leaders from all sectio 
recommendation Vhich I shall present were approved 
board 
ume that some comparable procedure has been followed 
have given me express authority to sp for the 
feel fully justified in offering this program to you as 


red viewpoint of an important and responsible segment 


OF GENERAL PRINCIPLES 


the social-securitvy committee of the Nationa 
‘ommerce the following declaration of policy w: 
recommends approval and active support of the following 
| espect to pending social-security legislation: 
mum OAST benefits to the aged persons and widowed moth 
t other , ssessing qualifying wage credits, with 
» individuals drawing other Federal retirement system 
institutionalized population 
Accompanyi complete withdrawal of Federal grants for old-age assist 
and aid to dependent children 
An upward adjustment of the minimum OAST benefit amount only to a 
level consistent with the principle of a minimum floor of protection. 

‘4. Adherence to the principle of appropriately balancing annual expendi 
tures and supporting taxes. 

Che committee believes that such policies as stated represent the only avail 
able means of utilizing public opinion to bring about long-range soundness 
in the social-security program as a whole. 

“Support of the extension of OASI minimum benefits to the aged and widowed 
mothers and their children not otherwise eligible is conditioned upon the com 
plete withdrawal of Federal assistance grants in the aged and aid to dependent 
children areas. If such steps are not taken, a definite formula should be enacted 
providing for an effective and orderly withdrawal of Federal assistance grants 
as OASI benefit coverage expands, with the ultimate objective of complete with- 
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drawals. In this connection, we do no ‘lieve that the provi ns of H. R. 7200 
accomplish this purpose.” 
At the same time the committee took 
of H. R. 7199 and H. R. 6863, information with 
n the third section of this statement 
Basically we endorse practically universa 
and an immediate increase it 
ibstantially in excess of 
adoption of H. Kt. 7199. Obvious 
Cinay appear paradoxical 
is the explanation for our po 
ing in favor of expanding 
tivity undertaken by o1 
answers to those questi 
for the retis 
workable bas 


se lor whom 


the der 
taken are to be fi 
Our tundamental objecti 
simple inflation 
obligation the 
j 


ince and the old 


the States, but largely financed by 
we will never have an efficient and 
grants-in-aid are co ed 

This does not mean th 

shifted to the St: S 
sibility be defined and 
through a single federally administered so 

We subscribe to the principle that to the 
Government responsible for distributing aid 
money should also have the obligation of 
the program 

In order to implement the principles 
universal coverage of the retired aged plus 
benefits to the extent determined to be necess 


tection which the social security program is designed t 


+} 


urge, therefore, that such additional costs as the ¢ 


used to increase the minimum benefits and to make 


all retired aged (with certain exceptions) regardless 


wage or self-employment credits. By providing larger 
number of participants, the remaining job of providing 
Ser urity benefits for those stil n d should be reduced 
proportions at the State level 

On the basis of estimates develope y Congressman C 
of your Subcommittee on Social Se ty, this appro 
diate social-security benefits 
being distributed from the Fede 
insurance benefits and for grant 1id under the 
We believe, however, that this i ‘ ecessary | 
country may more nearly face the rea 
viding even modest benefits for ose who have 
largely transitional in character id will gradua 
venes for those who, under this approach, would be gr: 
eredits. Furthermore, it has been estimated that 
of providing social-security benefits for the aged wou 

This position is in harmony with the second basi« 
should be adopted—the principle generally referred to : 
There should be a close and clearly visible relationship betw t fixing of 
benefit levels and the fixing of the tax rates required to pay for those benefits 
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Amounts paid to those who are no longer engaged in productive activity must 
provided by those who continue to produce goods and perform services. ‘T 
concept that social security is a form of Government insurance under which we 
pay premiums in the form of taxes and thereby accumulate funds which we mu 
later draw down should be discarded as false and misleading. 

The studies made by the Curtis subcommittee disclose that the so-called re 
serve fund does not have sufficient funds (including the full value of the Gov 
ernment bonds which will have to be redeemed by the collection of other taxes) 
even to pay benefits at present rates for the remainder of the life expectancies 
of those who are currently on the OASI benefit rolls Where then are the 
accumulations of the millions of taxpayers who have been paying their premium 
all these years and who have not yet reached retirement? The fact is that 
those under age 65, even though they may have been paying social-security taxes 
since the inception of the program in 1936, have no partially paid up endowment 
policy At best they have a moral claim upon those who will take their place 
in productive enterprise after they retire—a claim based on the fact that their 
taxes have provided for those who have gone before them and consequent 
those who come behind should provide for them. Since this is the true situation, 
it is disturbing to hear talk of increasing the wage base in order that we ma 
be afforded the opportunity of purchasing additional insurance protection. Un 
less we are willing to pay taxes at rates sufficient to provide in full for accruing 
liabilities, we ought to eliminate the word “insurance” from the law and from 
our very thoughts about social security. 

There is one other general principle which should be mentioned before setting 
forth our specific recommendations. That is the importance, even aside fron 
financial considerations, of keeping benefit levels low enough so that there is n 
reduction in the incentive for people to provide for themselves. Any program 
which discourages self-reliance will undermine the very foundations upon whic! 
this country has been built. It is vital that benefit levels provide only a basic 
floor of protection against want. As benefit amounts are increased, more and 
more people are deluded into thinking that upon retirement the Government 
has an obligation to maintain them in the standard of life to which they have 
become accustomed while working. Such a philosophy could well lead to mora! 
and financial bankrupty for this country. 


STATEMENT OF SPECIFIC RECOMMENDATIONS 


In harmony with the general principles previously stated, the council's social 
security committee developed certain specific recommendations which will be 
set forth in this third section together with explanations of the reasons for those 
recommendations. 


Extension of coverage 

We recommend the adoption of the provisions contained in both H. R. 7199 
and H. R. 6868 regarding extension of coverage with this exception : 

Coverage of all State and local government employers already covered by a 
retirement system, provided the governmental unit, having control over such 
employees, elects to come under the OASI system. (This is in contrast to the 
provisions of both bills which would permit such coverage if two-thirds of the 
employees voted in favor.) 

Approximately one-fifth of the jobs in employment and self-employment are 
now excluded from OASI coverage. This represents discriminatory treatment 

Since OASI is a social-benefit system, practically everyone should share in 
supporting it. Our recommendation on this provision is predicated on the as 
sumption that grants-in-aid to States for old-age assistance would be eliminated 


Social-security tares should not be further increased through an increase in the 
taxable wage base 

We recommend the retention of the present $38,600 taxable wage base. We 
further recommend that any future increase in revenue, deemed necessary to 
raise funds sufficient to meet benefit payments, be made by increasing the tax 
rate 

The great need for a substantial tax reduction has been stressed repeatedly 
by the present administration, yet no action was taken to prevent the unneces 
sary 3544-percent increase in the OASI tax rates which became effective Janu 
ary 1, 1954. The propesal contained in H. R. 7199 to raise the taxable wage 
base from $8,600 to $4,200 would be another 1624 percent tax increase which is 
not only unjustified but also discriminatory in that the tax would apply only 


i 
i 
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to a segment of those covered 
sion of the philosophy that those with higher incomes should pay a greater 


proportionate share of the cost of social benefits 


Liberalization of benefits, blanketing-in of the present aged, and elimination o 
grants-in-aid 





We recommend that the minimum benefits payable under the Federal s 
security program be increased to a level consistent with the p nciple of oviding 
a minimum floor of protecti that sucl nim 1m benefits be paid to all pers 
65 years of age or over, and to their children ithout regard to any qualifying 
wage or self-employment credits, except to these eligib rr Federal civ serv 
ice or railroad-retirement benefits; and that the Federal grants-in-aid to the 
States for the needy aged and for dependent children be eliminated 


While this recommendation embodies three subjects, they are so interdepend 
ent that it does not seem feasible to discuss them separately 


The council’s social-security committee and the various State organizations 
do not have a specific minimum benefit figure to suggest Consideration has 
been given to the $45-per-month figure included in Congressman Curtis’ bill 
(H. R. 6863), but it was the consensus that a smaller figure than that would be 
consistent with the basic objectives sought to be accomplished. The important 





point is that such minimum should represent the Federal Government's fu 
participation in the problem of caring for the retired aget 

We are opposed to the across-the-board increases provide y H. R. 7199 
which would provide up to $190 per month for some family units and up to 
$108.50 for a single beneficiary. The providing of benefits at such levels will 


we believe, contribute to the impression that the purpose of social security is 
provide adequate retirement funds. We do not believe that the Government 


can or should undertake any such burden. It should be universally recognized 
that the primary obligation to provide retirement funds still rests with the indi 
vidual It is extremely dangerous to continue to increuse top-level benefits and 





thus add to the misconception already prevalent in many minds that it is no 
longer important to be frugal or to make individual preparation for the future 

The so-called blanketing in of the presently retired aged has been approved 
upon the basis that some such action is necessary if we are to get rid of the 
inequitable and inefficient grants-in-aid system 

The OASI program was supposed to have been the permanent program that 
would take over the bulk of the dependency load, and Federal grants for assist 
ance were to have been temporary. After 19 years, 6 out of 10 aged persons still 
are outside the OASI protection and the Federal Government, instead of with- 
drawing from the financing of the assistance programs continually has insisted 
on going more deeply into them. Actually the OASI and public-welfare programs 
have continued to vie with each other for supremacy 

The welfare programs have gotten themselves into a position where each State, 
through the nature of the State law and the kind of administration given to it, 
can control within certain limits the amounts of Federal grants that it will 
collect These Federal grants are dangerous, socializing influences 

As the OASI program is now financed, taxes from the employment of 80 percent 
of the working population currently are being used to pay benefits to 30 percent 
of the aged. This gives the appearance of bargain tax rates for the benefits to 
be received, whereas actually the main burden of the costs is being shifted to 
future generations. It also encourages irresponsibility in the liberalizing of 
benefits, since they can be increased without immediate accompanying tax 
increases. 

The blanketing-in process for minimum OASIT benefits (1) would permit imme- 
diate elimination of the Federal welfare grants system; (2) would largely 
mature the OASI program and put it on a true pay-as-you-go basis, with the 
current working generation frankly bearing the full cost load of retirement 
benefits for the current aged generation; and (3) would discourage irresponsi- 
bility in future benefit liberalizations by putting Congress in the position of 
having to increase tax levies when benefit increases were voted 

The blanketing in would be on the theory of giving credit for past services, 
which often is done when private pension systems are establist 








ed. The person 
receiving OASI benefits without having paid OASI taxes would not be much 
different from the many now receiving them who have made only token tax 
payments of as little as $4.50 in some instances 

While the immediate costs of the blanketing-in process would be higher than 
under the present dual systen 








substantial savings on a long-range basis could 
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expected Although the States still would have to maintain residual a 
ce programs, the bu f tl load would be taken over by OAST and 
yuld meet the remaining ¢ tance needs without any increase in the cost 


borne by the individual St: 


Freeci g of OANT benefit status for disabled workers 


H. R. 7199 contains a provision which in effect would freeze 


us of individuals during extended periods of disability o1 


individual’s OAST benefit amount ould be computed 
earned at the time of injury : ould be payable at 
this provisi 
f the OASI 
ult admit 
made il { ist’s 


the OAST ret 


OASI 


1a 


ould place the OAST worl 
onth’'s OAST benefit wou ) rfeited for each $80 


$1,000 exemption Te] iend adoption of this 


the self-employed 
earner cannot 

ore in covers 

i { to earn SOO on 

OAST benefit for each additional $75 

reat tis without justification $1,000 annual work test appli 
ll OAST beneficiaries would mi this present discrimination and 
ige many persons to supplement their monthly OAST benefit check through 


part-time and seasonal employment 


Payment of benefits to foreiaqn residents 


In accordance with the provisions of H. R. 68683 (Curtis bill) we recommend 


that payment of benefits to individuals residing abroad be restricted to (1) pri 
mary beneficiaries who, immediately before becoming eligible, have continuously 
lived in the United States for a substantial period of time, or who during such 
period have earned substantial wages; and (2) dependents who have lived in 
the United States for a substantial period immediately before becoming eligible 

Under the present law it is possible for individuals to draw benefits who are 
not citizens of the United States and who may never have lived in this country 
The fact that nearly $13 million was paid to foreign residents in 1952 points up 
an amazing abuse of the program. When it is realized that payment of benefits 
to foreigners exceed the amount paid out in each of 12 different States, it becomes 
clear that Congress should take immediate steps to stop this misuse of funds 
Tax rates and pay-as-you-go 

We recommend that the payroll and self-employment taxes be retained at 
current levels and that the program be placed on a true current financing (pay- 
as-you-go) basis with a strict coordination maintained between benefit payments 
and tax yield. We therefore oppose the tax provisions of H. R. 7199 

At » present time the OASI program can be described as being on a partial 
reserve bas but much nearer pay-as-you-go than full-reserve. 

While more than $18 billion have been accumulated in the trust fund, this 
amount is insufficient by several billion dollars to meet the obligations of benefits 
payable in the future to persons already on the OAST benefit rolls. Hence, it can 
be said that nothing has been set aside for the payment of future benefits to 
persons now working, including many who have been working since the program 
was established in 1936 

Hlowever, current OASI tax collections continue to be larger than the current 
outgo and if the taxing schedules calling for a total rate of 6% percent by 
1970 remain in effect, the trust-fund balance is expected to continue to grow 
until sometime near the end of the 20th century, when outgo will begin to exceed 
the income and tax rates higher than the scheduled 614 percent will be required 

For the program to be put on a full-reserve basis is now considered to be an 

possibility from a practical standpoint 

We believe that pay-as-you-go—collecting each year roughly enough taxes 
to meet current outgo—is the best plan from the standpoint of long-range 


ly 


soundness 
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I sincerely aprreciate this opportunity to express these views. We are cog 
nizant that your committee is confronted with a tremendous responsibility to 
inject sound financing and benefit considerations into the old-age and survivors 
insurance prograln, We believe these needed ¢ ent ‘ a Ss < Ih 
achieved through enactment of the principles and specifi rec mendat 


which we have outlined 
Respectfully submitted 


The foregoing statement was authorized by the following State chamber of 
ommerce orgaulzatiens : 
Alabama State Chamber of Commerce 
Arkansas Econ ic Council-State Chamber of Commerce 
Colorado State Chamber of Commerce 


Counecticut Chamber of Commerce 





KI da State Chamber of Commerce 
Idaho State Chamber of Commerce 
Illinois State Chamber of Commerce 


diana State Chamber of Commerce 
Kentucky Chaniber of Commerce 
Maine State Chamber of Commerce 
Massachusetts State Chamber of Commerce 
Mississippi Economic Council 
Missouri State Chamber of Commerce 
Empire State Chamber of Commerce (New York) 
Ohio Chamber of Commerce 
Oklahoma State Chamber of Commerce 
Pennsylvania State Chamber of Commerce 
South Texas Chamber of Commerce 
Virginia State Chamber of Commerce 
West Virginia Chamber of Commerce 
Wisconsin State Chamber of Commerce 

A number of the other State chamber organizations have advised that while 
they have positions concurring with some of the recommendations in this state 
ment, they have not had an opportunity to take a position certain others 
Cherefore, they are not included in the above list of orga ations authorizin 
the statement. 

Mr. Srurrevant. Because I recognize that anything I may say here 
this morning 1s only ot importance because of the representative char- 
acter of my appearance, the statement which has been filed devotes 
the first section to an outline of the character of the Council of State 
Chambers of Commerce and a brief explanation of the steps which 
have been taken in order that the position which I wish to urge to 
you this morning may be truly said to be a representative statement 
of at least a large segment of American business. 

At this time | will not take your time to read the entire first section, 
but I would like very briefly to mention that the Council of State 
Chambers is a rather loosely knit organization of individuals and 
organizations that have their own programs and who reserve the 
right to speak individually of the problems of national importance 
which are brought before the council. 

The council acts through four standing committe es, one of which is a 
standing committee on social security, and makes recommendations 
to the various State chambers of commerce in the hope that the recom- 
mendations and information which that organization can bring to 
the attention of these various State organizations will correlate the 
thinking of those groups. But the councii itself does not speak for 
all of the other State chambers. 
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I think it therefore sign ificant that these 21 State chambers a's 
responde .d to the recommendations which have been made to it by t he 
social security committee of the national counc il. 

The CHatRMAN. Do all these organizations support the bill before 

, H. R. 7199? 

Mr. Srurrevant. These 21 organizations have had before them the 
policy statement of the national council and have authorized me to 
present in their behalf these principles which we stand for and 
recommendations which I shall make, yes. 

The Cnairman. But did they take any action recommending this 
bill ? 

Mr, Srurrevant. They haven’t taken action recommending the bill 
as such. They have recommended certain aspects of the bill. 

The Cuarrman. They recommend certain provisions to be placed in 
the bill, is that it? 

Mr. Sturtevant. Yes, and we are opposed to some of the approach 
which has been taken by the Reed bill. 

The second section of the statement 

The Cuarmrman. I would like to interrupt once more. We have had 
exhaustive hearings. Is this the first appearance you have made on 
these questions ¢ 

Mr. Srurrevant. It is the first appearance of this particular series 
Previous appearances have been made in prior years, but not in con- 
nection with these particular hearings at this time. This is the first 
appearance. 

The Cuarrman. Thank you. 

Mr. Sturtevant. Perhaps I might say, too, just to give you a little 
idea as to how the thing works, how these principles are established : 
After the national council makes its recommendations, then there is a 
social security committee made up of businessmen in the various 
States. For example, in Illinois I am chairman of the social security 
committee of the Illinois State Chamber. We have about 70 business- 
men from all parts of the State who serve on the social security com- 
mittee. A majority of those men are men who work in their day-to-day 
activities for their companies in social security problems. Those men 
vot together, have reviewed the recommendations of the national] 
council, have reviewed the terms of H. R. 7199 and other social securitv 
legislation, and have arrived at certain basic principles which we wish 
to support and have arrived at certain definite positions. 

The chamber’s social security committee then reports its recom 
me nd ations to the board of directors of the chamber, and that organi 
zation, again re presenting over 70 businessmen from different parts of 

the State, review the recommendations and come to their conclusions. 
nd either approve or disapprove the recommendations. 

Consequently, as I say, I believe we have a very democratic pro 
cedure for getting a real basic approach to the whole problem, and 
we think that we therefore can properly say that this is a representa 
tive viewpoint. 

The CHamman. Now will vou proceed. 

Mr. Kran. Is the Empire State Chamber of Commerce different 
from the New York City chamber? Is that the upstate organization / 

Mr. Sturtevant. That is the organization cover ng 

Mr. Kean. Does it include the New York C Chamber of Com 
merce ? 
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Mr. Sturtevant. I frankly do not know. 
The CHarrman. I do not think it does. 
Mr. Sturtevant. I do not think so. I believe it is a separate 

organization representing the upstate organizations. That would be 

ny best judgment on it. 

With those preliminary comments as to the basis upon which these 
views have been reached, I should like first to cover with you the 
principles which are included in the second section of the statement, 
which is a statement of general principles, because we think that the 
approach—— 

The CHatrrman. What page is that? 

Mr. Sturtevant. Beginning on page 4. In that respect I would 
like to read beginning at the bottom of that page, because I think 
this statement of basic principles for which we stand is the crux of 
our being here today. 

Mr. Esernarter. Would you not rather start at the top of page 4? 

Mr. Srurrevant. I will if you wish. The reason for not suggest- 
ng that is that this quote portion is the formalized statement which 
s further explained in the part beginning at the bottom of the page, 
and I] thought it would save some little time if we started there, but 
I certainly would be glad to start from the top, if you like. 

The CHainman. We are very anxious to save time this morning 
f we can. 

Mr. Srurrevant. I think if we start at the bottom, I will hit all 
the principles that are expressed in that part, and I would hope if 
there are any questions—— 

Mr. Foranp. I might say, Mr. Chairman, I have examined the list 
of these principles. After looking them over, I am against you, my 
friend, 

Mr. Sturrevant. I can understand that. 

Mr. Foranp. I am sorry you have to take that position for your 
organization, but I just do not go along with you. 

Mr. SturTEvVANT. I assume there are many who will take that 
position. On the other hand, I hope there will be a willingness to 
explore what our reasoning is, and to recognize that this is a substan 
tial and respectable viewpoint. 

Basically, we endorse practically universal coverage, liberalization 
of benefits. and an immediate increase in the cost of the social-security 
program to an extent substantially in excess of the increased cost 
which would result initially from adoption of H. R. 7199. Obviously 
this is not a reactionary program. In fact, it may appear paradoxical 
for business interests to urge such action. What, then, is the « xplana- 


tion for our position’ Why is a representative of business testifying 
in favor of expanding a program that has often been called the most 
socialistic activity undertaken by our Federal Government ? 

The answers to those questions lie in an awareness that the problem 


of providing for the retire aged is the legitimate concern of the Fed- 
eral Government, and in the conviction that the social-security pro 
eram must be put on a sound and workable basis. 

Those for whom I speak were encouraged by the decision of the 
Congress early in 1953 to make a thoroughgoing exam 
existing system. The exhaustive and, we believe. effect e study cal 
ried forward by the Curtis subcommittee gave us hope that this year’s 
nflate the existing program. Yet 


amendments would do more than 
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there is little in H. R. 7199 and H. R. 7200 which, in our opinion, 
will give the existing structure the long-term strength needed to meet 
the demands which ultimately will have to be met if the obligations 
being undertaken are to be fulfilled. 

(ur fundament il objection to the present social-security program, 
ind to its simple inflation as provided in H. R. 7199, 1s to the attempt 
to meet the Federal obligation to the aged through the dual system 
( f old age and sury ivors’ insurance and the old-age assistance pro 
gram, the latter of which is administered by the States but largely 
financed by Federal grants-in-aid. We are convinced that we wi 
hever have an efhicent and equitable solution to the problem SO lone “as 
crants-in-aid are continued, 

This does not mean that we are urging that the Federal share of 
the burden be shifted to the States. — it we do urge is that the area 

Federal responsibility be defined and that the full measure of that 

sponsibility be discharged through a single federally administe1 
social-security program, 

We subseribe to the prineip le . that to the fullest extent possible tl 
evel of Government re sponsible for distributing aid or otherwi 
pending the taxpayers’ money should also have the obligation of 

posing the taxes needed to finance the program. 

In order to implement the principles stated above, we support prac 
cally universal coverage of the retired aged, plus an increase in the 
level of minimum benefits to the extent determined to be necessary to 
furnish the “floor of protection” which the social-sec urity program 

designed to provide. We strongly urge, therefore, that such addi 
tional costs as the C ongress dec ides to incur be used to increase the 
ininimum benefits and to make those benefits available to all retired 
ied with certain exceptions regardless ot the lack ot qualifying 
wage or self employment credits. By providing larger amounts to the 
nereased number of participants, the remaining job of providing 
funds 1n excess of social security benefits for those still in need should 
be reduced to easily manageab le proportions at the State z vel, 

Qn the basis of estimates deve loped by Congressman Carl T. Curtis 
chairman of your Subcommittee on Social Security, this ap proach 
would result in immediate social-security benefits substantially in ex 
cess of the amounts currently being distributed from the F deral 
Treasury, both for old-age and survivors’ insurance benefits and for 
grants-in-aid under the old-age assistance program. We believe, 
_— — itthisisa hecessary price Lo pay in order that eee 
nay more nearly face up to the real costs which are involved in pro- 
viding even eta benefits for those who have retired. This addi 
tional cost is largely transitional in character and will gradually dis 
ap pe ar as death intervenes for those who. under this ap proac h would 
be granted benefits without wage credits. Furthermore, it has been 
estimated that in the long run the total costs of providing social- 
security benefits for the aged would actually be idee 

This position is in harmony with the second basic principle which 
we believe should be adopted—the principle gene rally referred to as 
“pay-as-you-go” financing. There should be a close and clearly 
visible rel: ationship between the fixing of benefit levels and the fixing 
of the tax rates required to pay for those benefits. Amounts paid to 
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those who are no longer engaged mn productive activity must be pro 
vided by those who continue to produ e goods ana pel rorm Services. 


The concept that social security 1s a form of Government insurance 
under which we pay premium n the form of taxe and thereb 
umulate funds which we Nilay Late draw down, should be discarded 
is false and misleading. 

The studies made by the Curtis subcommittee disclose that the so 
called reserve fund does not have suflicient fund neluding the full 
ilue of the Government bonds w ch will have to be redeemed DY 
he collec tion of other taxes—even to pay benefits at present rates fol 
he remainder of the life ¢ xpecta . of those who are urrently o} 
the OASI benefit rolls. Where, then, are the a tions of the 
millions of taxpayers who have been paying thi “premiums a 
these years and who have not vet reached retirement / The fact is 

at those under age 65, evel ‘though they may ive een paying 
ocial SeE¢ urity taxes since the hneeption of the | rogTral I | oO, Nave 
I » partially paid-up endowment Dot V. \t best they nave a moral 
claim upon those who will take their places In productive el terp! se 


after they retire—a claim based on the fact that their taxes have pro 


vided for those who have gone before them and consequently those 
who ‘ome behind should pros de for them. 

Since this is the true situation, it is disturb @ to heal talk of 
creasing’ the wage base in order that we may pb afforded the OpPpol 
tunity of purchasing additional insurance protectio Unless we are 
willing to pay taxes at rates suflicient to provide in full for accruing 


liabilities, we ought to eliminate the word “insurance” from the la 


and from our very thoughts about social security. 

There is one othe general principle which should be mentioned 
before setting forth our specifi recommendations That is the im 
portance, even aside from financial considerations, of keeping benefit 
levels low enough so that there is no reductio n the ineentive for 
people to provide for them elves, \) \ program \ ch al scouragves 
self-reliance will undermine the very foundations upon which this 
country has been built. It is vital that benefit levels provide only a 

basic floor of protection wwainst want. As benefit amounts are i 
creased, more and more people are deluded into thinking that upe 
retirement the Government has an obligation to maintain them in t 


standard of life to which thev have become accustomed while work 
he, Such a philosophy could well lead to moral and nancial bar 
ruptcy for this country. 

That is the completion of the reading of the 
upon which our position is based. 

I do not intend now to continue to read the rest of the program, but 
| would like very briefly to skim through the recommendations which 
we make based upon those pl inciples. 

The first is universal coverage. 

Mr. Mason. Before he goes on, I want to say that vou are a mar 
after my own heart. You have laid down sound, olid prin ples 
upon which we ought to base our social-security program, and I am 
for those principles LOO percent, 

Mr. Srurrevant. Thank you, Mr. Mason. 

| might Say that of course these pl inciples are not necessal ily mine. 
I believe strongly in them, but I have talked many, many hours with 
45622 
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a great many businessmen, in the State of Illinois particularly, and 
also representatives from many other States, and this is not a position 
which has been hastily arrived at, but one which has been the sub yyect 
of study for a good many years. 

I was before the Finance Committee in 1950 and testified in favo1 
of universal coverage of the social-security program at that time. 
We are still in favor of that particular principle of universal cover 
age, Which is the fundamental basis <a which we think the program 
should go forward. That is point No. 1 in our recommendations. 

The adoption of the principle of es coverage 1s a coro] 
lary 

Mr. Kean. What page are you on? 

Mr. Sturrevantr. I am skimming down, beginning at the bottom of 
page 8, and I will go through the rest of the statement, pointing out 
that our position in favor of practically universal coverage is 1n all 
respects, except a few minor ones, in conformity with the provisions 
of the pending bill, H. R. 7199. 

Our second recommendation is on page 9, and is that social-security 
taxes should not be further increased through an increase in the tax 
able wage base. I do not think we should ignore the fact that in 
creasing the wage base from $3,600 to $4,200 is an additional 1624 
percent on top of the 3314 percent increase which was put into effect 
when the tax rate Was increased at the beginning of this year. There 
is no indication, from the figures, that these increases in taxes are 
needed if you adopt the pay-as-vou-go principle at this time. 

We believe that the important thing is to correlate the cost of this 
program with the tax rates, and that is why we say at this time there 
is no need to increase the tax rates or to increase the wage base. 

Mr. Mason. Is it your idea that, increasing it from $3,600 to $4,200, 
you are then getting into that field where the individual should use 
that part to take care of his own need with insurance policies and 
investments, and so forth ? 

Mr. Srurrevant. That is exactly correct. 

Mr. Foranp. That figure of 1624 percent is 1624 percent of the tax, 
is that correct ? 

Mr. Srurrevant. It is a tax increase of 1624 percent of the tax, and 
I must say only for those who have $4,200 of income, of course. It 
would not be a full 

Mr. Foranp. Sixteen and two-thirds percent left hanging high 
would sound like a great amount of money. How much does it mean 
in cents / 

Mr. Srurrevant. It is an increase for the individual of $12, and 
for the corporation $12, an increase of $24 per individual, which bulks 
a great deal of dollars in this country. 

Mr. Foranp. You mean 1624 percent of the 2 percent tax / 

Mr. Srurrevantr. Yes. What I did to calculate is this: You see, 
the increase in the base is from $3.600 to $4.200. which is an increase 
of $600. The tax rate is 2 percent. So the increase in tax is $12; 
2 percent of $600. 

Mr. Foranp. Yes, but to bring it down to 1624 percent of the 2-cent 
tax. That is what I am getting at. Let us get to the basic figure 
instead of dealing in large figures. 

Mr. Srurrevant. [am dealing in the number of dollars. 
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Mr. Foranp. All right, but I am asking you to deal with the tax. 
You are referring to 1624 percent tax increase. All right, what is 
1624 percent of 2 cents? 

Mr. Srurrevant. Iam afraid I cannot do that in my head. 

Mr. Foranp. It is so minute that you have to build it up in a year’s 
contribution. 

Mr. Sturtevant. In number of dollars, it is a $24 increase in the 
tax per employed worker; and then, of course, it is different for the 
self-employed. You multiply that by the number of people who are 
employed, and that is a tremendous increase in tax. 

Mr. Foranp. You still have not answered my question. 

Mr. Mason. I can answer the gentleman’s question. Sixteen and 
two-thirds percent of 2 cents is one-third of a cent. 

Mr. Foranp. That is just what I wanted. 

Mr. Mason. That is definite; but the one-third of a cent, when you 
translate it into dollars, does mean $24 extra. 

Mr. Srurrevant. We believe that the wage base should be main 
tained at $3,600, and that at the time when it becomes necessary to 
nerease the tax intake it should be done by adjusting the rate and not 
by changing the wage base from time to time, which causes confusion 
and extends the principle or the idea that this cost ought to be shifted 
to some degree to the higher-paid people. We believe that that is not 
a sound principle for social-security taxes. 

Mr. Kean. Of course, the people who are paying that extra tax are 
going to get extra benefits, 

Mr. SrurTevant. But not in the same ratio, because, of course, the 
first dollars give you 55 percent under the present law as against 15 
percent for the extra dollars. Of course, if everyone was getting 
$4,200, it would not make any difference, really, whether or not you 
increased the base or increased the tax rate. But when you take into 
account the fact that there are a great many people who are not earn 
ing more than $3,600, then yo uare loading the extra cost on those who 
are in the bracket above that rather than spreading the cost according 
to the earnings of the individual. 

The third recommendation is a sort of combination one. It is for 
liberalization of benefits, blanketing in the present aged, and elimina 
tion of grants-in-aid. Those are three things which you cannot, in 


our judgment, consider separately. They are so intertwined that it 
is necessary that they be considered together. 
Here 1 am ina position vhere I cannot, speaking in my repre- 


sentative capacity, give you a figure to which the minimum level 
should be increased. ‘Taking into account the fact that there are a 
great number of chambers of commerce, there is not a unanimity of 
opinion as to just where that level of minimum benefits needs to go in 
order to make it feasible to discharge the entire burden of the Federal 
(sovernment’s entire participation in this old-age program. 

We have considered Congressman Curtis’ $45 minimum figure, and 
there is a respectable view that it could LO that high. There is prob- 
ably a consensus, however, that it should be a little lower than the $45 
figure. 

I would like to step aside from my representative capacity a moment 
tosav that I personally think it should be at least $35, which is now the 
Inuximum figure which the Federal Government does contribute to the 
grants-in-aid program at the State levels. 















































6S0 SOCIAL SECURITY ACT AMENDMENTS OF 1954 


We are opposed to the across-the-board increases as provided by 
H. R. 4199, because we feel that whatever dollars are ecoing to be made 
available ought to be made available at the minimum levels and not 
by increasing the top level benefits to the point where we beconx 
deluded tothe idea that we are going to be taken care of in our old age 

We believe that individual initiative and savings, plus the retire 
ment programs which industry has adopted in widespread fashion, 
plus the old-fashioned idea that if my mother Is in want I will help 
to take care of her. and some of those old-fashioned virtues, are 
sufficient so we do not need to build these things up to the point which 
is urged by other interests, where everybody is fvoing to be taken 
care of by some benevolent government. 

Mr. Kran. If you say to an individual that he is going to get 
approximately $1,300 in the future under this $108.75 a month, do you 
think that is rong to take away his initiative to save or that he 1 
going to be very iN ippy about the fact that when he retires he is COINng 
to retire in the luxury of $1,200 a vear ¢ 

Mr. Sturtevant. No: I would not think that would make him 
think of it as luxury. He looks at the $190 or the $160 


Mr. Kean. If his wife is over 65. 
Mr. Strurrevant. Which he expects will be the case in most 
mnstances., I think it is $160-some, as I recall. He does not look at 


the $108, because he expects that his wife will be living, too. 

I do not maintain that that 1s going to keep him in the lap of luxury, 
of course. All I Sav Is 

Mr. Kran. I am in agreement W th vour idea that this is not a 


system under which a person should be able to retire in comfort. it 
is only a basic level. Le ought to be encouraged to save and encour 


aged to take out life insurance, if he wants to live, when he retires, on 
approximately the standard he has had before. L think your state 
ment 1s not quite so, 

Mr. Srurrevant. It gets to be a question of judgment as to what the 


floor is. It gets to be a question of what your judgment is as to what 
is the minimum floor, “Our position is that the $85 or $87 now 1s 


adequate for that primary benefit as a floor upon which the man 
should build, and that to the extent — 

Mr. Kean. Theoretically, I agree with you that social security 
should merely be a floor. 

Mr. Sturrevant. I can see there is lots of room for difference in 
judgment on that point, I am sure. 

Phe so-called blanketing-in process which we favor is unquestion 
ably one of controversial nature. We believe in it as the necessary 
price to pay to get this program on a currently workable basis, on a 
basis which will bring to the fore the real costs of pro\ iding old age 
assistance. Weare disturbed by the fact that 80 percent of the people 
are providing old-age benefits for only 30 percent of the aged, which 
makes it look like we have a good bargain here; and if we are not 
willing to step forward and currently assume the burden of taking 
care of our aged, we think it may be very difficult for future genera 
tions to be willing to step forward and meet that burden when the 
time comes, 

I know that those principles have been discussed in your commit 
tee, and I won't take further time with them unless you wish. 
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The next point, on page 13, is our opposition to 1 freezing of the 
henefits for disabled workers. We feel that this w create extremely 
difficult administrative problems It ist le Opening wedge, tisastep 
in the direction of socializ hg our medicine We fe { it the prob 
lem of trying to make a determination bv the Federal Government 
with respect to everyone who claims to be disabled is one of tre) 
dous proportions, and that it is not one which should be undert 


by this Government. 

Mr. Curtis of Nebraska. If you will permit an interru 
point, I am very much in sympathy with the idea that an individual 
who has been disabled should not lose his social-security benefit or 
have it materially reduced because of that, but I have some questions 
about H. R. 7199 as tothe method. I think the 4-year dropout is good, 
and I would even favor more liberalization of that, to do something 


tion at that 


like picking a fixed number of their best yeal in order to save all o 
that burden of Government 1n ascertalning disab ty, because 10 1S In 
a field which creates certain problems. 


Mr. Srurrevant. We subscribe to the dropping out of the low 4 
vears or 5 years or 5 years, hatever may turn out, your delibera 
tions, to be the proper numbe1 of years to arop oO it, Wi ch Ww ll, we 
think, as Congressman Curtis has said, solve that particular problem. 


The Cuatrman. Mr. Baker will inquire. 

Mr. BAKER. How does taking out these worst years have anyt 
do with freezing the benefits for disability ¢ 

Mr. Srurtrevant. If you drop out the period of time during which 


hing 


to 


the disablement has occurred, then vou do not dilute your wage re ord 
Your benefits are based on our average wages, and if you drop out 

Mr. Baker. Which leads me to my next question, and it will be my 
final one: As I understand, your organizations are completely opposed 
to any method of freezing benefits during the worker’s disability. 

Mr. Strurrevant. That is right. 

Mr. Baker. That is, you are completely opposed to that whole 
approach ? 

Mr. Srurtevant. That is correct. We do not believe that the Fed- 
eral Government should get into the disability field. 

Mr. Baxer. You offer no alternative to H. R. 7199. You are simply 
opposed to it completely ? 

Mr. Srurtrevant. We think that that will be adequately taken care 
of by the dropout period of the 4 years. 

Mr. Baker. I do not understand that. 

Mr. KEAN. If a nan has a working lifetime of mavbe 50 years al d 
if he worked for 30 years and then became permanently and totally 
disabled, and he had 20 years of no earnings, do you think a 4-year 
dropout is going to help him very much ? 

Mr. Srurrevant. He would get the minimum benefits, of course, at 
least the minimum benefits. Furthermore perhaps I ought to speak 
personally here, because I do not think we have perhaps a broad 
enough viewpoint on this for me to speak for my group on this. If I 
may speak personally, my own approach to the disability problem is 
that that is one problem which I think you may properly leave to the 
States. I think the proper place for the Federal Government is to 
deal with problems of nationwide concern which are of such magnitude 
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that the failure to solve them affects the economic well-being, if yo 
will, the well-being of a great number of individuals. 

Mr. Curtis of Nebraska. If you will yield at this point, there 
considerable misunderstanding about what this dropout would « 
Mr. Sturtevant. It would not provide a benefit for anyone eg 
now disabled unless they have a previous social-security record. Th 
individuals who have been disabled all through the years of socia 
security would not get a benefit under H. R. 7199. The individua 
who is disabled all his life, who is deprived of the opportunity for 
getting around and enjoying himself as well as being deprived of thi 
right to work, would never get anything. The great millions who have 
not been in social security at all would be protected only in some future 
disability. 

That is the reason that I believe that the great amount that em 
ployers pay into this fund—and they have paid more than employee 
and the great amount that peop le pay as consumers, and the great 
amount that people pay who never draw anything, either by reason of 
death or they chose never to retire, is paid in to a social program, and 
certainly when that disabled person reaches 65 he ought to be able t 
get at least a minimum benefit in the aged program in which all the 
rest of the Nation shares. 

Mr. Srurrevanr. We endorse that statement of position. 

Mr. Kran. You raised here the socialized-medicine bogy. You say 
this would represent a major step toward tr: ansforming the OASI 
retirement program into a plan of socialized medicine. How? 

Mr. Srurrevant. Once you get in the situation where it is neces 
sary to determine the physical situation of a segment of our people, 
then the Federal Government has to start to set up some sort of bureau, 
of doctors, of medical men, who will determine that fact. 

Mr. Kean. We have it already. 

Mr. Sturtevant. Not to take care of this kind of thing. 

Mr. Kran. We have it in the Veterans’ Administration, we have it 
in civil-service retirement. 

Mr. Sturtevant. We think this is a major step. 

Mr. Kean. Saying it is a step toward socializing medicine is just 
a bunch of hooey. ‘That is my personal opinion, and you have a right 
to know it. 

Mr. Srurrevant. We have seen a lot of things that start out small 
and grow big. We think it is an opening wedge. 

The Cuatrrman. Especially debts. 

Mr. Sturtevant. I should say so. 

Mr. Baxer. I am sorry, Mr. Chairman, but I have one other question. 

I want to get your position clear. Are your organizations opposed 
to what I shall call waiver of benefit payments or what we call waiver 
of premiums in ordinary life insurance, completely in the future? 
Let us forget the past. 

Mr. Srurrevant. We are opposed, yes. 

Mr. Baxer. You are opposed to it even in the future? 

Mr. Sturtevant. Yes. 


Mr. Baker. You think it is a sound thing in ordinary life insurance, 


do you not, to have waiver of premium for a very small amount? 
Mr. Srurrevant. We are not opposed to it on the basis of basic 
pl inciple, Congressman. We are opposed to it because of the prob- 
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ems which we believe would be encountered in the determination of 
isability, which we believe would bring the Federal Government into 
in area in which it is not necessary for it to go. 

We think the problem of caring for the disabled can readily be 
andled at the State level, and we think that is one thing that the 
Federal Government can leave to the States Still, under our sug 
gestion, they would get benefits under the old-age program. 

Mr. Baker. You talked about socialization, that that point would 
lead to socialization. As I understand H. R. 7199, an applicant, to 

me under the provisions of what we will call waiver of premium, 
which is the simplest way I know to explain it—and I have it in my 
own life insurance—the burden would be on the applicant to show 

hat he was disabled within the meaning of our courts’ decisions, that 

a ekints perform a substantially gainful occupation. 

Are you opposed to that in principle for the future / 

Mr. STurTeEvANT. Yes, we are opposed to that. I should not say in 
basic principle, but in operation. While you say that the burden is 
on the individual to show his qualifications, still somebody has to pass 
on those qualifications. 

Mr. Baker. They do in ordinary life insurance 

Mr. Sturtevant. That is right, and they have a whole corps of 
medical men who have to pass on those things. I am not t opposed to 
taking care of the disabled. I am just saying that is one thing that 
the States can do, and that the Federal Government—— 

Mr. Baker. How could the States do it? 

Mr. Sturtevant. They can set up disability programs which will 
take care of the disabled if they are in need. 

Mr. Baker. I am not talk ne about need. I am talkin yy about 
under this program. The States could not do anything un der this 
program unless we have it in the bill, could they? Iam talking about 
social security, OASI. How could the States do anything about it 

Mr. STurRTEVANT. They wouldn’t do anything under OASI, of 
course, but if the disabled were, because of their being disabled, unable 
to provide for themselves, I think there are adequate ways through 
private charities and individual family responsibility and State re- 
sponsibility which would take care of them. They will get every bene 
fit for which they make any payment under this program at the Fed- 
eral level and, as the Congressman said, many of them will qualify 
for benefits under the program which they would not qualify for 
under the existing proposed bill. 

The Cuarrman. Mr. Eberharter will inquire. 

Mr. Exernarrer. I want to ask just a few general questions, and 1] 
think they can be answered briefly. I will try not to take much time. 

The Council of State Chambers of Commerce is aware of the con 
sultants on social security report; are they not? 

Mr. Srurrevant. Yes, sir; in a general way. 

Mr. Epvernarrer. The State council practically disagrees in tot 
with that report? 

Mr. Srurrevantr. As I understood, that program, again, dealt 
largely with expansion of coverage, and we agree completely with that 
report on the major portion of the report. 

Mr. Esernartrer. You have an entirely new conception and an en 


? 


tirely new basis, so you are presenting an entirely new propositio1 
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here today, differing from the report of the President’s spec 
consultants 7 

Mr. Srurrevant. Substantially; yes. 

Mr. Epertrarrer. Did the State Council of Chambers of Comme) 
ever support any bill here in the House that covered social security 
vhich was introduced by the chairman of the Ways and Mea 
(Committee 4 

Mr. Srurrevanr. I supported, not as the representative of the Cou 
cil of State Chambet . but as representative of the Illinois State 
chamber, practi ally nall respects the b ll. H. R. 6000, 

Mr. Eseriiarrer. Practically all respects 4 

| 


Mr. STURTEVAN ‘ Yes. I don’t recall, frankly. That was 4 yeal 
igo. In general I supported it. I know I testified specifically 
t) or of universal coverage beyond the coverage pro\ sions which the 


bill at that time pro\ ded. \t that time I urged further expansion 
pimost to the point where we are today. 
Mr. Eperuarrer. When you say “universal coverage.” you mean a 


tanketine In. whicl in altogether different proposition ilo} 
OASI. But let me ask you this quest on: On page 5 of your state 
ment vou say 

The answers * ” I n awareness that the problem of providing for 
rhe etired aget S the egitl i concern of the Fede Cy ernment and ! 

conviction that the Cial-securit program must be put av sound and 

workable basis 

Is it the position of the State council that the present program 

t ona sound and workable bas ¢ 


Mr. Sturtevant. TL would say that it is not on a sound and workable 
basis to the extent that we have not as yet come to grips with the cost 
ot the program, since we are till in the position of hav hye a great 
many people provide benefits for a relative ly smal] percentage ot the 
wed. 

As I understand the hnoures, about 3 out of every 10) persons of the 
ndividuals over age 65 are now drawing old-age assistance benefits, 
ind that 1s not facing up to the problem. 


Mr. Esernarter. In other words, you stated here on the same page: 


Yet there is little in H. R. 7199 and H. R. 7200 which, in our opinion, will 
ve the existing structure the long-term strength needed to meet the demands 
hich ultimately will have to be met if the obligations being undertaken are to 


be fulfilled 


In other word . the council of State ch unbers takes the position that 
ill the persons now neluded should have a doubt as to whether or 


not they will ever 


being undertaken are to be fulfilled.” You create a doubt in the mind 


vet their benefits, because you say “if the obligations 
of ill these people that they will vet their benefits. do you not ¢ 
Mr. Sturtevant. Based on the fact that the public has been led 
believe that a reserve fund has been created into which their money 
s being paid and which will be waiting for them when they get there, 
ind it just isn’t true. It isn’t there. 

Mr. Esernarrer. You say also: 


We are convinced that we will never have an efficient and equ table solution 


the problem so long as grants-in-aid are continued. 


That is your position ? 
Mr. Srurrevant. That is our position, right. 
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Mr. EserHarter. So you think the people of the country uld be 
very doubtful about being taxed 114 or 2 percent of their payroll 7 
Mr. Srurrevant. We feel that we have not as yet met the issue of 
taking care of the aged hn su i AV a to demonstrate the ne 
ness of the peopl who are still ina ve product { provide 
at the levels which we are accruing hliabiliti re We are ol 


ng our accruing Habilities, 
Mr. Epernartrer. In other wor ( t al ace 6 
you Sal 


We subseribe to the pri Lp ple t! té tthe 1 ( tent tie the ¢ é 
Government responsibile for d i ng aid o1 the 
vers’ money should als ive the oblig ! f | ne es me 


finance the progran 


Does that mean you favor a »p is-you-go system. { 
States, counties, and muni palit ould pay then tot! c 

nd that there should be no grants-in-aid? What do t mean ? 

Mr. Sturrevant. It means, as applied to our particular probl 
Cnat we do not believe in the Prine pie OF gI iit 1 t¢ r roe 
assistance: that we believe that— 

Mr. Eperuarter. We are talking about the OAST program now 
old-age and survivors insuran eC. 

Mi. Srurrevant. We believe that the old-age d rvivors insu 
ance program should be the s nal \ le thro Oo trie ow lera 
Government discharges its obligation to the aged 

Mir. EeeruHarter. Yet vou ask for a blanketing of all of 


] 
aged ¢ 


Mr. Sturtevant. Right. under the Federal program. in order t] 
we mav mature the program 

Mr. Erneruartrer. Would that be old-age and rvivors insuranet 

AIr. SrurRTEVANT. Y 

Mr. Epernartrer. \ 

. ] ] 1 4 c 
SOMeDOCYV Nas Not pale 

e i : ; 3 

Mr. Srurrevanr. Now we come down to the question of whether 
or not, beecau e these people were exe luded trom the program at the 
| also l LO50. we should recognize the tact that they 


were a legitimate concern of the Fede il Government at that time 


1] ‘eption, al 


and should have been included, and, therefore, we are saying at this 
point that as to those people Vi ho have already read hed age 65 ind 


who would have been under the program, we are willing to give thei 
presumptive wage credit which will blanket them in and meet the 


problem how which we ourselves are imposing upon our future gven- 
erations, without paying for it now. 
Mr. Esernartrer. The only thing I can say, the last thing I am 





voing to say, is 1f this committee and the Congress h id followed the 
recommendations of the chambers of commerce in the past, we would 
never have had any OASI and nobody would have been in the 
program. 

The CHatrman. We thank you, sir, for your appearance here and 
the information you have given to the committee. 

Mr. Curtis of Nebraska. May I insert somethin 
this point? 

The CuatrMan. You may, without objection. 

Mr. Curtis of Nebraska. I would like to read a couple of sentences 
from Pensions in the United States, a study prepared for the Joint 


r in the record at 
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Committee on the Economic Report by Mr. Robert Ball. He discusses 
the matters that we have been discussing this morning. 

1 am not offering this with the implication that it is an endorse 
ment of it, but there are 2 or 3 principles that he points out. One 
of them is this: 

The interest in some quarters in blanketing-in the present aged at a flat 
amount is a transitional device rather than a question of principle. 


He also says: 


The old-age and survivors insurance system has already made substantial 
concessions to the present aged by giving full-rate benefits to those about to 
retire, and yet requiring from them very little in the way of contribution. 


The Cuatrman. We thank you for your appearance, Mr. Sturtevant. 
(The following letter and statement were received for the record :) 


MissourI CHAMBER OF COMMERCE, 
Jefferson City, Mo., April 6, 1954 
Hon, DANIEL A. REED, 
Chairman, House Ways and Means Committee, 
Washington, D. C 
DEAR Mr. REED: We will appreciate it very much if you will file the enclosed 
statement in the record of your current committee hearings on social-security 
extension (H. R. 7199). This statement is supplementary to testimony which 
will be given on behalf of a number of State chambers, including the Missouri 
State chamber, by Richard D. Sturtevant, for the Council of State Chambers 
of Commerce, and deals specifically with how this bill would affect Missouri. 
Very sincerely yours, 
JoHN R. THOMPSON, 
Erecutive Vice President 


STATEMENT ON EXTENSION OF OASI COVERAGE 


OASI benefits should be substituted for old-age assistance grunts 

Basic old-age and survivors insurance benefits should be paid to all of today’s 
retired aged which will permit the Federal Government to discontinue the 
grants to the States for old-age assistance. 

Old-age assistance grants accounted for almost half of the Federal grants to 
the States in the fiscal year 1952 for programs which the Hoover Commission 
Task Force said should be a State responsibility—in the case of Missouri it was 
more than half or $46.6 million out of $77.6 million. 


Would make State assistance problem manageable 


Extension of basic Federal old-age “insurance” benefits to persons now 
largely dependent on State old-age assistance payments would permit the States 
to bring under control a program which now threatens to bankrupt many 
States—including Missouri. 

Old-age assistance payments now account for almost one-third of the Mis 
souri State budget and there is no end in sight except through Federal action. 
The Missouri State Legislature has consistently upped old-age assistance pay- 
ments to get the maximum Federal grant. It has just as consistently refused to 
apply the restrictions, such as lien and recovery and family responsibility pro 
visions, that many other States have enacted. In fact, listening to the debate 
in the Missouri General Assembly gives the impression that the average State 
legislator would, if Federal law would permit, completely eliminate any need 
or means tests for old-age assistance and give everyone a luxurious “pension” 
upon reaching the “magic” age of 65. 


President’s old-age proposal (H. R. 7199) not broad enough 

The President’s proposal embodied in H. R. 7199 for extension of OASI cov- 
erage to 10 million additional people who are not now covered, but who have 
not yet retired, is a step in the right direction. However, while this might, as 
the President suggests, permit progressive reduction in Federal grants, it 
would not provide an immediate answer for the States whose old-age assist- 
ance programs threaten to get completely out of hand. 
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The proposals of Representative Carl T. Curtis in H. R. 6863 provides a much 
better answer for this State problem. The Curtis bill would “blanket” in ap 
proximately 5 million more of the Nation’s now retired aged in addition to the 
10 million of those not yet retired to whom the President proposes to extend 
overage. The Curtis bill would provide a minimum OASI benefit of $45 to this 
5 million of the presently retired who cannot now qualify for such benefits 
Since the average old-age assistance payment among the States and in Missou 
is around $50 per month, the Curtis proposal would largely relieve the States 
of their old-age problem. This in turn would permit the States to provide more 
adequate care for the remaining needy 

The CHammMan. The next witness is Mr. Joseph H. Ehlers, appear- 
ing on behalf of the Engineers Joint Council. 

We are glad to see you here, Mr. Ehlers. The reporter has your 
name, I believe, and we are ready to hear you. 


STATEMENT OF JOSEPH H. EHLERS, REPRESENTING THE 
ENGINEERS JOINT COUNCIL 


Mr. Envers. Mr. Chairman and members of the committee, my 
name is Joseph H. Ehlers. I am field representative of the American 
Society of Civil Engineers, one of the national engineering societies 
associated in the federation of societies known as the Engineers Joint 
Council. 

I desire to present a prepared statement on behalf of the Engineers 
Joint Council. I will not read the statement, but I will make a few 
remarks, and ask that it be incorporated in the record. 

Briefly, we are opposed to compulsory coverage of se lf employed 
professional engineers basically because we cannot support the prin 
ciple of providing an inducement for self-employed professional en- 
gineers to retire at age 65. We do not believe it to be in the public 
interest to penalize the professional man who works bevond the age 
of 65 by denving him the payments provided for in this bill which 
he would receive if he ceased working, for many of the most valuable 
contributions of professional men are made by those above that age, 
and there is an acute shortage of professional engineers foreseen for 
the near future. 

Actually, the ent of professional engineers are employees and 
are now covered by the social-security system. We favor the reduc- 
tion of the age be yond which outside earnings affect benefits, to age 70. 
We favor the proposed provisions in section 102 of this bill providing 
for excluding, in computing the average monthly age. those 4 years 
which would lower the benefits, because the earnings of engineers are 
quite low during certain periods. 

We favor provisions for increasing the benefits for those who con- 
tinue in covered employment beyond the retirement age. 

I would like to request that this statement be inserted in the record. 

Mr. Kean (presiding). It is so ordered. 

(The statement of the Engineers Joint Council follows:) 


STATEMENT RELATIVE TO PROPOSED AMENDMENT OF THE SocraL Securrry Act To 
HousE COMMITTEE ON WAYS AND MEANS ON BEHALF OF ENGINEERS JOINT 
CounctIL, APRIL 18, 1954 


Engineers Joint Council is a federation of national engineering societies with 
an aggregate membership of about 170,000. The membership includes both 
salaried and self-employed engineers. This statement is related to proposed re- 
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visions of the Social Security Act which would apply to self-employed profes 
sional people. 

We do not favor the portion of H. R. 7199 which would result in compulsory 
coverage of self-employed professional engineers. 

It is to be noted that the great majority of engineers in the United States are 
not self-employed. As the result of an extensive survey of the profession con 
ducted several vears ago by Engineers Joint Council, it was determined that those 
properly classifiable as self-employed constitute less than 4 percent of the pro 
fession. Employed engineers already are covered by the act. For the purpose 
of this discussion, the situation is modified somewhat by the fact that some wh« 
spend most of their lives in salaried positions, and retire from those positions at 
re 65, continue thereafter in self-employed capacities. These, too, would be 


affected by the proposed amendment. At the most, the number who would be 
affected by the compulsory coverage contemplated is just about negligible so fa 
as financial contribution to the social-security system is concerned, The perti 
nent factor for consideration is the effect on the relatively few individuals 
involved 

Che present laws (Sociai Security Act and Internal Revenue Code) provide 
that “the performance of service by an individual in the exercise of his profes 
ion as a physician, lawyer, * * architect, or professional engineer, or t 
performance of such service by a partnership” shall not be included as an ac 
tivity covered by the expression “trade or business” where that expression is used 
with respect to self-employment income An employed engineer on reaching the 
age of 65 becomes entitled to the social-security benefits which he has earned by 
his contributions during employment, and he may continue to work as a self-em 


f f 


ployed professional engineer without loss of credit for these benefits. Thus an 
engineer, after retirement by his employer at 65, may continue on a consulting 
basis with his former employer, or with other clients, without loss of credit for 
benefits already earned 

] + 


H. R. 7199 proposes simply to delete the section quoted above, leaving profes 


sional persons subject to the provisions covering any “trade or business.” The 


result is that the professional engineer on reaching age 65 must stop working 
(substantially) or lose his benefits already earned until, and if, he reaches age 
Th He may earn as much as $1,000 a year without forfeiting benefits already 

irned, but so long as he earns more than this amount he is deprived oft those 
benefits until he has reached the age of 75 

In addition to loss of benefits the self-employed person, under the proposed law 
must pay social-security taxes 50 percent higher than those paid by an employed 
person (engineer or other). Under the present schedule, the amount of these 
taxes would be : ollows: 

For the year 1955-59, $126 per year; 1960-64, $157.50; 1965-69, $189 
after 1969, S204.75 

Thus an employed engineer retiring and becoming self-employed this 
ige 65 would have to pay during the next 10 years (if he lived so lor 
security taxes of $1,417.50 and would become entitled to benefits only 
end of that period of time 

The proposed law would pay such a professional man a premium (but not 
enough te iive on) for not working after the reaches the age of 65, but if he con 
tinues on a self-employed basis it would not only postpone for 10 years his eligi 
bility for benefits, but would also impose an added burden by taxing him at a 
rate 50 percent higher than he paid when employed. The effect in encouraging 
idleness of professional engineers over 65 years of age, and penalizing those who 
continue to work, is manifestly contrary to the public interest, particularly 
in these days when the shortage of experienced professional engineers is acute 

As with the other learned professions, a considerable proportion of engineers 
have no desire to retire from practice at age 65. For such people, the above ob 
servations are very significant. 

We suggest that a more appropriate provision would be one which would per 
mit coverage of the self-employed on a voluntary basis. Then, the relatively few 
who might desire coverage could have it without imposing what appears to us 
to he manifest injustice 1 the majority who would be better off without it 

We look with favor on the provisions of H. R. &§'91 “to provide increased 
old-s insurance benefits upon retirement for individuals who continue in 
covered employment beyond retirement age, and to reduce from 75 to 70 the 
age beyond which deductions will not be made from benefits on account of 
outside earnings.” 
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Pach of these provisions would serve 
by elderly people who are able and wi 
ontinue to need, expansion of pt 

tment of such provisions not o 
for individual participants but 
economy 


Our opinions are summari 
(1) We are opposed 
ngineers into the social-sec) 
(2) We favor provision f 
(3) We favor appropriate 
ment for individuals who co 


r 


+t) We favor reduction 
ot be made from benefits o1 


Respectfully submitted 


Mr. Curtis of Nebraska. I] 
that self emploved protess onal 

Thisisa public benelit progral 
benefits to certain aged. We pay 
they pul in, and that is all Ghit 
extended. But is there any reaso 


fits that 1s Imposed on Working pe ple and 


be imposed on the engineers / 

Mr. Euters. We feel that there would 
tion of it borne by people whom oht have t 
of 75. 

Mr. Curtis of Nebraska. Would you look w 
vision that if a person had paid into this fund fo 
not to retire, they would not have to pay social 
longer ¢ 

Mr. Eu ers. We haven’t taken a position on that, but a great many 
engineers have adjusted themselves to this Situation: They have 
worked in covered empolyment and have retired, and then they are 
able to— 

Mr. CURTIS of Nebraska. To have their cake and eat it. too 4 

Mr. Euers. To partially retire So they can make enough to live 
with the aid of the social security they are currently receiving. 

The Cuarrman. We thank you, sir, for your testimony. 

The next witness is Mr. Paul H. Robbins, executive director of the 
National Society of Professional Engineers. 


STATEMENT OF PAUL H. ROBBINS, EXECUTIVE DIRECTOR, NA- 
TIONAL SOCIETY OF PROFESSIONAL ENGINEERS (PRESENTED 
BY MILTON F. LUNCH, EXECUTIVE ASSISTANT) 


Mr. LUNCH. Mr, Chairman, Mr. Robbins was unavoidably called 
out of town, and | would like to present in brief his statement. 

The Cuarrman. All right. 

Mr. Luncu. My name is Milton F. Lunch. I am the executive 
assistant of the National society of Professional Engineers. 

The Cuatrman. What is your address, please ? 

Mr. Luncu. 1121 15th Street NW., Washington 5, D. C. 
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Our full statement has been presented to the clerk of the committee, 
Mr. Chairman, and I would like merely to touch on a few points in it. 

We testified on the question of including the self-employed profes 
sional engineers in 1950, and at that time we took the position that 
such persons should not be included. As you know, that advice was 
followed. 

Since that time we have continued to study the problem through 
articles, discussions, meetings, polls, and every other mechanism we 
could devise to find out what the self- employed professional engineers 
think about it under changed conditions and in the light of the Presi 
dent’s recommendations. It will not be surprising to the committee to 
learn that there is a difference of opinion among the self-employed 
professional engineers group regarding mandatory coverage pro 
posals. We have emphasized the word “mandatory” because there is 
no substantial difference of opinion with respect to voluntary coverage. 

On the question of mandatory coverage, according to the best advice 
we can obtain from the group, about 55 percent are opposed to manda 
tory coverage and about 45 percent would accept it. 

There are a number of reasons for the majority position, but by far 
the major reason is because of the earning limitation in the law that 
after reaching age 65, if they continue their self-employed practice 
and earn more than the stipulated amount., they will not receive the 
benefits. 

Some consideration has been given, we understand, to the question 
of self-employed persons and others, all persons subject to the system, 
receiving the benefits regardless of the income limitation. We 
realize, of course, that this would mean higher contributions to keep 
the system on a sound basis. 

I think the position of those in the self-employed field on this point 
would be whether or not it is feasible, at least they would prefer to 
contribute at a higher rate and be assured of receiving their benefits, 
than under the present proposals. 

I would like to quote just two comments, Mr. Chairman, of some 
of our members in regard to those who have been under social se 
curity be fore, and have evone into se If employed prac tice. 

The first is a member from Baden, Pa. : 

Iam 70 years of age and at present I and my wife are drawing social security 
which was earned before retiring at 65 years I am at present practicing 
engineering and if again covered by social security I would have to contribute 
and my present social-security benefits would be stopped. 


Another member from Philadelphia, Pa. : 


I am one of those engineers between 65 and 75 who is in business for myself 
I am receiving social-security retirement benefits, having worked in a covered 
job in the past. Since my remuneration as a consulting engineer is secured 
through fees I am entitled to keep my social-security check each month. If, 
however, the consulting engineer is to be forced into the social-security system, I 
will not only lose the retirement benefits I am receiving, but would have to 
pay a percentage of my fees into the social-security system, even though I have 
retired from a salaried job. It doesn’t make sense, 

We feel, Mr. Chairman, that it would be particularly unjust to that 
type of individuals to be mandatorily covered and lose the benefits 
that they feel they have paid for, at least in part, by their past em 
ployee service. 
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We feel that the only sound approach insofar as self-employe 2 pro 
fessional engineers are concerned is a volunt: ary svysten We realize 
this is not a new proposal, and it has been much discussed ai a de 
bated. We also realize that many of the advisory committees of ex 
perts have const: intly cited the reason against ‘voluntary overage 
under the doctrine ot ‘adverse selection. 

We feel that the theory of adverse selection, while it may be gen 
erally sound, does not necessarily apply to the engineering profes 
sion, and we point out that the engineering profession has substan- 
tial differences from the other professions in one important respect 
at least: Most enginee rs, upon gre aduation from college or otherwise 
entering the field, do not become self- employed. The general pattern 
is that those peop le become em ployees for a considerable pel iod of 
vears, by and large, and it is on I; at some later a in life that they 
feel they have reached the position in their particular field that they 
have the qualifications, the contacts, or whatever it ile to enter 
the self-employed consulting field. 

We understand that is not generally the situation with the other 
learned professions, such as law and medicine. 

I believe those are the major points of our testimony, Mr. Chai 
Man, except to Say that if the only choice before th self employed 
professional engineers, as far as our society is concerned, is to accept 
mandatory coverage or to stay out, they would prefer to stay out as 
the law now provides. 

Thank you, sir. 

Mr. Kean. May I ask one question, Mr. ¢ 

The CnHarrmMan. Mr. Kean will inquire. 

Mr. KEAN. | gather from what yol have } 
the engineers, even the self employed eng mer 
cial security anyway. 

Mr. Luncn. No,sir. The self-employed professional engineers are 
now excluded. 

Mr. Kean. At one time they worked for a corporation, and so were 
covered, and it is only as they get older and advance in their profession 
that they become self-employed / 

Mr. Lunen. That is correct. 

Mr. KEAN. Maybe some of them who became self py ges before 
1937 are not covered, but in future years nearly all of them will have 
social-security coverage, and it appears that the opposition you have 
to this thing is I: irgely, as Mr. Curtis was just saying, that they have 
a unique advantage in that they get social security and also can con 
tinue to work. They have their cake and eat it, too. 

Mr. Luncu. They feel this way, if I may suggest it: They feel, 
whether justified or not, from the technical legal stan dpoint, that this 
is something they have paid for, in part at least: and having paid 
for it on the same basis anyone else paid for it in the past, they 
should not be penalized because they retired. 

Mr. Curtis of Nebraska. — much have they paid for it? 

Mr. Luncn. As employees, sir, they have paid. 

Mr. Curtis of Nebraska. ie much ? 

Mr. Luncn. I wouldn’t know, in dollars and cents. 

Mr. Curtis of Nebraska. Figure it out. They could not have paid 
more than $30 a year from 1937 through 1950 or 1951, and then about 
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SO4, and now it 1s going up again. Bene fits have been paid to count 
orphans and widows and to people who are retiring. There isn’t a 
body in the en 


a neering profess on who could retire this vear w he 
would have pa d in more than about SOOO: and if he pa d that max 


mum and had a wife living, they would get a benefit with a total 
expected value of close to 818.000. 


Somebody has to pay for these benefits that are paid to all thess 


people. It is vyoing to change a little bit gradually, but It is gongs 
to take close to half a century before people actually pay for their 
benefits. Many a person who die s he fore 65, without depend nt 
pay and pays into this system. 


am mM sympathy with the problem about the in-and-out work. [ 
; ; : : 


have in ny district hundreds of letters on that. I have in mind on 
case of a poor man down in Atlanta, Ga... who in 1950 was given by 


the social-security people one of the prettiest certificates you have ever 
seen. It said that he was now retired and he was on the benefit rolls 


of the old age and survivor ray wral ce, and he was to vet S45 Amol th 
Obvio isly he could not live on It. But he looked around and dabble | 


n some little enterprise—I think it was collecting a few rents, not 
any big real-estate operation—and that same year Congress put self 
employed real-estate men under social security. 

Three years later the (rovernment came b ick and sald. “We are not 
only going to stop your benefit . but ve Waht vou to pay all this bael 


\ 
t 


taxes, and you shouldn’t have gotten these benefits and you give u 
back S822 that we have fviven you,” which was dead wrong. This 
not a bought-and paid for benefit. They gave him the benefits because 
ina social program he was entitled to them, and all of the in and out 
difficulties by reason of lack of universal coverage are causing such 
problems. 

Please excuse me. Iam not jumping on the engineers, but there is 
a lot of misunderstanding about people having paid for their benefits. 

The CuarrmMan. We thank you, sir. 

Mr. Luncn. Thank you. 

(The statement of Paul H. Robbins follows :) 
TESTIMONY OF NATIONAL SOCIETY OF PROFESSIONAL ENGINEERS BEFORE He 
Ways AND MEANS ComMuMirTek Re Soctat Srecurtry AMENDMENTS OF 1954 
(H.R. 7199) 


My name is Paul H. Robbins. I am executive director of the National Society 
of Professional Engineers, 1121 15th Street NW., Washington D. C.,. and I appe: 
q 


1 the per 


iT 
hefore the committee to present the views of our organization or 


1 


rislation to extend and mprove the Social Security Act 
By way of background, the National Society of Professional Engineers cor 


sists of more than 32,000 members who are all registered under the various 


State engineering registration laws. Our membership is affiliated through 89 
member State societies and more than 300 local community chapters The mem 
be rship of the so ety includes professik nal engineers of all branches of engi 


neering and all types of employment; private industry, Federal, State, and local 
rovernment, education, public utilities, research organizations, and self-employed 
private practice 

The primary interest of the National Society of Professional Engineers in the 


pending legislation 1s 1 connection with the proposed addition of the self 


employed to the social-security system. Before turning to that major phase of 
our testimony, however, we would like to refer briefly to the proposal to include 
employees covered by State or local retirement systems. As indicated above, 
many of our members are employed by State and local governments and thus 
have a direct interest in the proposal. The preponderant sentiment of those who 
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would be affected has indicated approva f the ve e prop Phe 1 
if directors of the national society has therefore adopte D fi ring the 
coverage of State and local employees based on a referendu proce re amo! 
the affected employees, as provided in the bil 

The question of bringing self-employed professional engineers into the so 
security system has been a more difficult problem The national society has 
been studying this proposal since the first me on was made some years ago 
regarding the expansion of the system to cover self-employed persons. We test 
field on this same general question in 1950, stating the 

“Certain problems are inherent vhicl av ! f 
true in other fields of self-employ! ‘ er ofess S 
the average self-employed enginee! ge (65) if 1 S 
still in good health and able to cont f more ( 
cessful and eminent consulting eng ¢ Such persons 
would not receive monthly benefits f such ] e 
would far exceed the income limitat ( | pract 
on a limited part-time basis could | ha he per ed 
imount. We recognize that there are other efits i f stem, such as death 
benefits and monthly benefits to widow neces. Howe ‘es 
weighing these against e probabilit: f gineers \ ld 
not receive monthly benefits, it is ou ¢ mployed pro 
fessional engineers should be exelud 

Our advice was followed by the ¢ ( ‘ v d 
an experience period of approximat he s ss of 
1950 stand. Since the 1950 amend led r stud 
of the subject and particularly have ( ‘ ol ( 
of the self-employed professional engineers in the society n the igl ot t 
developments—higher benefits, broader coverage, ra ‘ ( 
to $75 per month or S900 per year fe self- ployed pet I nd more particu 
larly, the President’s proposed changes of lust January w ire incorporate 
in the pending bill 

By means of articles, discussion at te, a il mes vs. nolls 
and extensive correspondence with the e believe the ( 
professional engineers in the society have been enabled to uncle ! the bas 
considerations involved in the question and to determine their desires on the 
basis of enlightened self-interest. 

Because other professional groups have had substant y the same experience, 
it will not be surprising to the committee to learn that there difference of 
opinion within the self-employed professional engineer group regarding mar tory 
coverage proposals. We have emphasized the rd “mandat Sih use there 
is no substantial difference of opinion with respect to volunt verage (ln 
all of those who have expressed themselves find no objection w ( r to the 
voluntary approach as this would obviously satisfy botl Le those who want 
inclusion could obtain it, those who oppose usi( for \ : could 
eliminate themselves 

Our studies and polls indicate that on the question of ma tory cove re 
approximately nD perce! tC are oppose 1 and ale o ] 

Those who are opposed cite a variety of reasons for their pe f 
the economic soundness of the program compared to pt te nee nd 
personal political philosophy The major objection, by f evel tl n¢ 
we have alluded to previously That is the fact t t be f f the rning 
limitation in the law most self-employed professional engine 

pay into the fund for a number of years and f ! th 

ot be eligible for the monthly benefits because their « t ed ¢ 

that age will be more than the permitted amount. The proposed increa n the 


limitation to $1,000 per year does not alter the basie consideratior his point 
We do not suggest that this phase of the problem could be res 1] 

the earning limitation to a higher figure than that proposed, because 

unlikely that the figure could or should be raised to a sufficie high point to 


permit the receipt of monthly benefits under most or all cases Suel step v ld 
he tantamount to repeal of the earning limitation clause, whi has heer 
gested in some legislation It is realized that the ren ( ( ng li 
tion clause would place a heavier demand on the fund and would require the 
imposition of a higher contribution rate to maintain a sound actuari ! 
However, we believe that insofar as self-employed prof¢ oY engineers are 
concerned they would prefer to contribute at a higher rate and be Sure if 


+5 
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receiving the monthly benefits than contribute at a lower rate with the prob 
bility that most of them will not reap the benefit between th 

A particular unfair aspect of imposing mandatory cover: 
professional engineers would occur in the case of those who had been employee 
n the past and thus covered by social security, and upon reaching eligible retire 








ment age had gone into private consulting work. This is not an unusual situatior 
in engineering, bearing in mind that the vast majority of professional engineer 
in this country are salaried people. For instance, we quote from a letter of 





member in Baden, Pa 


“IT am 70 years of age and at present I and my wife are drawing social securit 


which was earned before retiring at 65 years. I am at present practicing e 

gineering and if again covered by social security I would have to contribute and 

my present social-security benefits would be stopped ” I 
Another member from Philadelphia, Pa 
“T am one of those engineers between 65 and 75 who is in business for myself 

I am receiving social-security retirement benefits, having worked in a covered 

job in the past Since my remuneration as a consulting engineer is secured 


through fees I am entitled to keep my social-security check each month. If 
however, the consulting engineer is to be forced into the social-security system, I 
will not only lose the retirement benefits, I am receiving, but would have to pay a 

f my fees into the social-security system, even though I have retired 





ercentage or my) 
rom a Salaried job. It doesn’t make sense 

A member from Joplin, Mo., writes: 

“In my own case it is not my intention to retire at the age of 65 and the year of 
my retirement will be decided by the state of my health. Even after retirement 
I expect to be able to command a living income through consultations so that the 
donation for social-security benefits would be an out-and-out contribution fot 
charity I would prefer to be able to make such contributions in accordance with 


my own desires 


I 
i 
¢ 
i 


Our files contain many other comments and views along this line. There can 
be little doubt that if self-employed professional engineers are required to become 
participants in the social-security system grave injustices will be done to those 
now past the age of 65 and the personal economic plans of those approac hin 
retirement age in an employee capacity, and who anticipate entry into a self 
employment capacity, will be upset. 

Chere are some cases where it may be advantageous for self-employed profes 
sional engineers to be eligible for inclusion under the system Instances have 
been cited to us wherein an individual as an employee had paid into the fund 

a substantial period of time, but not long enough to be eligible for full 
benefits In such cases it might be desirable for that person to be able to con 
tinue his participation when he enters a self-employment status if he desires to 
conserve and enhance his stake in the social-security system. Others in self 
employment feel that coverage would be desirable for that reason and others, 
such as the family protection | 


children, 


enefits for the younger men with dependent 


In the light of all the above considerations, we fee! that the only sound approach 








to provide a voluntary coverage system for self-employed professional engi 
neers This is not a new proposal and we realize that it requires the solution of S 
some administrative problems llowever, these prob ems are not as severe as 


would be the injustices and problems arising from compulsory coverage when the 
majority of those directly concerned are strongly opposed to such mandatory 
treatment 
Che traditional argument advanced against our recommendation is that the 
voluntary approach will result in “adverse selection” and thus there will be an I 
ndue drain on the fund. The report of the Advisory Council on Social Security 
issued in 1949 (S. Doe. No. 208, SOth Cong., 2d sess.) stated: 
The history of voluntary social insurance indicates that those who most need 
the protection seldom participate. Usually the persons who choose to participate 
are those who can expect a large return for their contributions and who can 


} 


Chis may be a sound theory on an overall basis but it does not reflect the 
eneral facts of self-employment in the engineering profession. We have pointed 
ut that the pattern in engineering is that the great majority are employees and 

and it is almost without exception that the engineering graduate is an employee 
for a considerable number of years before he has acquired the experience and 


ensily spare the li oney.” 
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asonable expectation of bein ble to succeed as a self-employed sulting 

gineer. 

here is no reason to believe that the patte will change in the future regard 
ng entry into self-employment consulting services at middle age or later atte 

period of prior employee service If voluntary covera iS made ay il 

this group we believe that those who would choose lusi would he the 
roup with substantial past coverage as employees in order to protect and enhance 
heir past contributions, and those in the younger age brackets who would be pri 
warily concerned with the family protection benefits. Those in the olde ge 
rackets would more likely decline coverage so they could continue their practice 
fter the age of 65, taking such benefits as they may be entitled to by reason of 
their earier employee status. In other words, our study and the comments of 
those involved indicate to us that the adverse selection theory would work it 
reverse as applied to self-employed professional engineers. We point out that 
here is a fundamental and basic difference between the engineering profession 


and the other professions, such as law and medicine, in terms of the percentage 
of self-employed and the time of entry into self-employment 
} 


Throughout this testimony e have been referring to a relat lv small seg 
ent of the engineering profession Of the approximately 180,000 registered 
professional engineers in the United States (the only group eligible to offer 
their services to the publie as consulting engineers) only a it 15 percent are 


n private practice. Some of this group operate through the corporate form 


for special reasons and hence are employees, covered by social security We 
believe that a liberal estimate would indicate an affected group of only about 
10 percent of those registered, « about 18,000 individual professi al engineers 
n the entire country 
However, it is an important and vital segment of a key profession and a 
roup which should have the encouragement to stay in active work rather than 
i change in the law which will induce many to leave the field The social 
urity system is intended to serve the welfare of those affected by it. There 
e, it would appear that the interest of identifiable groups best be served 
by providing a system which reflects the desires of tha roup W imposin 
due burdens on others We have tried to dems ~ ( i i e case of 
f-emplovyed professional engineers that desire, based on sound reasons, for 
voluntary coverage system If the committee feels that it cannot re imend 
such a system then it would be the position of our organization that the law 
hould be left as it is insofar as the self-employed professional « ineers are 
oncerned; that is, they should be excluded completely from covera 
The National Society of Professional Engineers will be honored to provide any 
nformation at its disposal in connection ith the committee's tudy and 
cooperate in any way possible in the seeking of the most equitable solution of that 
portion of the committee’s consideration which affects the engineering profession 
The CratrMan. The next witness is Mr. Robert J. Silberstein, 


executive secretary of the National Lawvers Guild. 


STATEMENT OF ROBERT J. SILBERSTEIN, EXECUTIVE SECRETARY, 
NATIONAL LAWYERS GUILD 


Mr. Srupersrers. Mr. Chairman and members of the cor ttee, my 
name 18 Robert J. Ss Iberstein. | reside at 138 Col imb 1 He ohts 


Brooklyn. N. Yr; I am the national executive secretary of the Na 
tional Lawyers Guild, an association of members of the bar which, 
Ince its organization In 1936, has been actively { { ocial 
welfare legislation : 

The National Lawyers Guild is had numerous isle n the 
past to express its views on the merits of pending legislation to amend 
the Social Security Act In veneral. it ha ivored. | ( ( of 
overage to the entire waintu ly emploved population, t benefits 

oh enough to provide decent minim ] Vv o stat I 1 | nin 
mum allowances for temporary well as permanent total d hilit 
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It has also urged that the social-s curity system should be financed 
out of general revenues on a pay-as-you-go basis. 
The time available to us here does not permit an oral elaboration of 


our views. They were fully stated at the time of the last substantial 
revisions to the act in see and appear at page 2064, et seq., of the 
hearings before the Senate Committee on Finance, part 35. Except for 


the briefest comments on the proy isions of H. R. 7199, we propose to 
devote our time toa discussion of the desirability ot coverage for self 
employed professional persons. 

When the Congress in 1950 amended the Social Security Act so as 
to extend its benefits and taxing provisions to some four and a half 
million se If emp loved persons, but exe luded self -emp loyed profes 
sional persons, the National Lawyers Guild urged that this constituted 
an unwarranted discrimination against self-employed professional 
persons, and the National Lawyers Guild urged the Congress to amend 
the Social Security Act so as to eliminate this discriminatory exclu- 
sion. 

We now strongly urge that this discrimination be ended by the 
enactment of that portion of H. R. 7199 (title I), section 101 (h) (3) 
(pp. 9, 11, 10-13) which would accomplish this by striking of the 
words which excluded self-employed professional persons from cov- 
erage. 

Congress recognized in 1950, when it extended coverage under the 
Social Security Act to se elf employed persons, that the self-employed 
need this protection just as the employed do, since the self-employed 

cannot provide for their own economic security any more than ‘the 
employed can. W!} nat is true of the self- -employed generally is also 
true of self-employed professional persons. 

The Social security Act now covers employed lawyers. Yet statis- 
tical data reveals that in 1947, self-employed lawyers earned less in 
net income than employed lawyers. Moreover, employed lawyers 
generally face the prospect of higher incomes and pensions as well, 
whether they are employed by the Government or by private industry. 
Thus, there is presented the gross inequity that those who are more 
ecure are more protected, while those who are insecure are deprived 
of protection. 

In 1947. according to the Department of Commerce, half the law 
yers in the United States earned less than $5,200; more than a fourth 
earned less than $3.000; less than 16 percent earned over $10,000. In 
comes are, of course, higher now than they were in 1947, but so are 

livi g costs and taxes. It is pl: iin that most lawye rs cannot afford to 
purchase the annuities and life insurance which they need and could 
have if they were covered by social security. 

It is clear that the law yer, like the dentist, the doctor, and other self- 
employed persons, needs the pension and life oe protection of 
the Social Security Act just as much and, indeed, far more than cor 
corporate executives and self emp loved eae n and employed 
lawyers. 

Moreover. the benefits available under the Social Securit vy Act could 
not be purchased by self-employed lawyers through private insurance 
except at far greater cost. The studie s made by the National Commit- 
tee on Social I eoisl: ation of the National Law yers Guild indicate that 
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because of the pooling of risks and the economies of social msur ince, 

the same benefits available under the Social Securi ty Act would cost 
self- employed persons 35 times as much as wo uld the same benefits 
under private insurance for a person at age 65, 5 times as much for a 
person at age 45, and twice as aaa for a person at age 30, 

There is no reason, in justice or fairness, why these benefits available 
now to 45 million Americans, including self-employed businessme! . 
should not also be available to self employed professional persons. 

Self-employed lawyers want the coverage: In 1950, as we under- 
stand, when Congress excluded self- employed professio! al persons 
from the coverage then being extended to all other self f-employed 
persons, it ap yparently believed that the profess ons did not want 
coverage. The only basis they had for so believing was that represent- 
atives ot the American Bar Asso lation, the American Medi al Asso 
ciation, and the American Dental Association expressed their opposi- 
tion to inclusion of the professions. 

The National Lawyers Guild, which has always strongly favored 
coverage, believed then and believes now that it expressed the real 
wishes of the legal profession, the great majority of whom are not 
members of the American Bar Association, when it advocated cover- 
age. ‘The National Lawyers Guild believed then and still believes 
that it speaks for the best interests of the profession in favoring 
coverage under the act. Indeed, before 1950, and in 1948, the New 
York City chapter of the National Lawyers Guild made a question 
naire survey of the legal profession in that city and ascertained that 
out of 2.378 lawyers answering the questionnaire, over YO percent 
favored social-security coverage. 

In the 4 years since the 1950 amendments to the Social Security 
Act abundant evidence has been provided that coverage would accord 
with the real wishes of the legal profession. 

In September 1951 Senator Lodge, of Massachusetts, took a poll 
of his own. He wrote to each listed lawyer in most of the larger 
cities of Massachusetts asking for a statement of views on social- 
security coverage. He received 1,669 replies, and informed the Senate 
subsequently that 1,481, or 88 percent , “declared themselves most 
emphatically in favor of coverage. 

In May 1952 the National Lawyers Guild took a national poll of 
the legal saaeen on this subject. It arranged for a disinterested 
agency to make a mechanical selection of every tenth lawyer in the 
United States from its list of all of the lawvers in the United states ; 
and then arranged that another disinterested, reputable organization, 
Recording & Statistical Corp.., which conducts polls for advertising 
and industrial organizations, should receive, tabulate, and certify the 
poll. The latter organization certified to the National Lawyers Guild 
on June 6, 1952, that of 3,163 ballots received, 29276. or 72 percent, 
voted in favor of social-security coverage for the self- emp loyed lawyer. 

According to a press release d: ny May 25, 1953, of the integr: ated 
State bar of Michigan, a poll of its 7,800 members, of whom 54 per- 
cent returned ballots, showed a j shen vote in support of extension 
of coverage to self-employed lawyers. 

In New Jersey a poll taken by the New Jersey Law Journal in 
August 1953 showed the following results: Of 686 lawyers voting, 
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634 voted in favor and 52 against social-security coverage for the 
self-employed lawyers. That is from the New Jersey Law Journal, 
August 27, 1953, page 1. 

The Association of the Bar of the City of New York on March 9, 
oO idopte da resolution recommending that lawyers be covered b 
the Social security Act. 

It is significant hat self employed doctors and ere who have 
been polled or given an opportunity to am insofar as we have bee 
able to le: arn, have simi larly indicated their desire for ska ‘urity 
coverage, thus demonstr: iting that the re prese ntations to the C ongress 
by the America Medi al Association and the (merican Dental Asso 

jation ay have failed ¢ to express the wishes of those professions 


ust as did 


4 


} the re pre entations of the American Bar Association with 
respect t » the re: ae legal profession. 
Thus Congressman Kea ‘ New Jersey, announced in December 


1953 the results of a pol Col aes by the Essex County Medical 


society reporting that the membership favored coverage by 6 to l. 

The Medical Society of the ¢ ounty of New York, with some 8,000 
members, adopted a resolution favoring socia l-security benefits for 
doctors in March 1952. This was reaflirmed in the spr ing of L 53, and 
again at the November 1953 meeting. On April 28, 1952. the Kings 
County Medical Society, with approximately 2,500 aan, una 
mously adopted a resolution favoring social-security protection, and 
adopted a similar resolution on November 17, 1953. 

Dentists, too, have expressed an overwhelming desire for inclusion 
within the social-security system. In April 1951, a post-card ballot 
mailed by the bulletin of the Bronx County Dental Society found that 
the vote was 542 to 3, or 99.45 percent, in favor of social-security 
protection, 

Phe First District Dental Society of New York, perhaps the largest 
lental organization in the country, has, after a referendum of its 
members, adopted a resolution in favor of social-security protection 
for the eens emp love d dentists. 

All of the foregoing serves to substantiate the position t taken by the 
National Law yers Guild that self-emp loved } yrofessions not only need 
social-security protection; they want it. is considering the propos sed 
amendment, you may find the article, meee ant Pensions and Lif 
Insurance for the Self- Kmployed Professions, by Leo J. Lidaeuthait 
man of the national committee on social legislation of the National 
Lawyers Guild, of interest. I have copies of that here, if members of 
the committee would care to incorporate it in the reeord. 

The National Lawyers Guild urges amendment of the Social secu 
rity Act to include self-employed professions within the coverage of 
the old-age and survivors insurance provisions of that act. 

The other proposed amendments to extend coverage are favored 
by the National Lawyers Guild since they move in the direction of 
universal coverage. Such increased coverage is in the national inter 
est It would he lp to protect the stability of the system. 

The proposed increases in benefits are obv iously inadequate in rela 
tion to any standard reflecting a minimum decent standard of living. 
It seems doubtful that benefit increases made since the creation of the 
social security system and now proposed in H. R. 7199 do more than 
to compensate for the decrease in the purchasing power of the dollar 
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Luring the same period. We bel eve that more than this et cl “dl, 
not only out of consideration for the beneficiaries, but to insure the 
purehasit g power of the people und to strenethen the domest Cc market 


n our own country at a time of increasing unemployment. 


The vast reserves being built up in the social-security fund work 
n the opposite direct on, dra ne away purchas ne power. By 
idopting a pay-as-Vou-go fiscal bas S, benefits could be inereased to 


l point more nearly approach nea decent mina Uul living stat dara 


The shieht in rease pro} osed IT) the amount a be nefi ary can eal 
without sacrifice of benefits also moves in the right direction. Lhe 
nerease is, howe ver, too meager, We hope th it ft lle 
nes will be increased still further. 

We urge the adoption of H. R. 7199, and earnestly hope that its 
provisions will be | beralized in the direction suggested. 

The Cramman. We thank you very much for your appearance an 
your contribution. 

Mr. Eberharter will inquire. 

Mr. Eseruarrer. I should like to request that the article to which 
Mr. Silberstein referred be put in the record. 

The CHairnman. Without objection, it is so ordered. 

(The article referred to, Ret rement Pens Ons ana L fe | surance 
for the Self Emloyed Professions, Dy Leo J. Linder, was filed for 
the information of the committee. ) 

The Cuarrmman. Thank you very much, Mr. Silberstein 

Without objection, I would lke to file the statement of Mr. Robert 
W. Devoe, chairman of the committee on the extension of social secu 
rity of the American Council on Education; the statement of Mr. 
James W. Moore, president of the Connecticut State Employees Asso 
ciation; the statement of Mr. John We stbrock Fager, of New York; 


yw ible eu4rl 


a letter from Mr. Francis T. Greene, executive vice 
American Merchant Marine Institute; and a letter f 
C. Alvord. 


(The statements referred to follow:) 


ot the 
worth 





[TESTIMONY ON THE AGREEMENT OF THE Socran Securiry A¢ To Permir Pus 
SUPPORTED COLLEGES AND UNIVERSITIES TO CoME UNDER FEDERAL OLD-AGE AND 
SURVIVORS INSURANCE WITHOUT ABOLISHING THEIR EXISTING RETIREMENT Sys 
TEMS, BEFORE THE HOUSE WAYS AND MEANS COMMITTEE, BY Rovert W. Devoe, 
MEMBER OF THE BOARD OF REGENTS OF THE UNIVERSITY OF NEBRASKA, REPRI 
SENTING THE AMERICAN COUNCIL OF EDUCATION 


Iam Robert W. Devoe, a lawyer from Lincoln, Nebr., and : ember of the board 
of regents of the University of Nebraska fl am here as chairman and repre 
sentative of the committee on the extension of social security of the American 
Council on Education. 

The American Council on Education is an organization whos ember ip is 
made up of educational institutions and organization it no includes 141 
national and regional educational associations with interest in education at all 


levels, and 951 institutions, comprising 848 universities, colleges, and junior 
leges, as well as State departments of education, public and private school sys 
tems, secondary schools, public libraries, and educational divisions of business 
and industrial concerns. 

Because it is so vitally concerned with the welfare of our country’s educational 
institutions, the council, in the fall of 1948, set up a special committee to conside 
the extension of social-security protection to the staffs serving these institutions 
rhis committee was not limited just to representatives of educational bodies It 
included delegates from associations of the nonprofitmaking agencies, such as 
National Catholic Welfare Conference, Teachers Insurance and Annuity Associa 
tion, American Association of University Professors, Nation Council of the 
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Churches of Christ in the U. S. A., Association of Governing Boards of State 
Universities and Allied Institutions, American Vocational Association and the 
Association of Land-Grant Colleges and Universities 
After a study of the problem, the committee adopted a statement in favor of 
extending the coverage of old-age and survivors insurance, on a voluntary basi 
to publicly controlled institutions without having to eliminate existing retirement 
f 


SVSLECIDS 


Che reasons for this conclusion are compelling and too obvious to need elab 


oration. It is a matter of simple justice for the men and women who serve thes¢ 
organizations. They include not only persons in the professions, such as teachers, 
doctors, nurses, social workers, but also clerical workers, maids, kitchen he 

janitors, common laborers. Like those in the employ of private colleges and 


universities or private industry, they face the prospect of an inability to continue 
to work because of advanced years. Like them, too, their earnings are insufficier 
to enable them through individual savings to make provision for their old age 

Not all public-supported institutions have State or local retirement plans 
Many of the ones that do are inadequately covered. Particularly harassing is the 
fact that the rights to benefits under these plans is commonly contingent upo! 
ong years of service with the organization which has established it, so that a 
change of job is often penalized by a sharp reduction in retirement rights, 01 
even a total loss. 





The public-supported educational organizations render great public service 


g 
But, they can function only through the agency of the men and women they em 
ploy These men and women have every right to expect that their labor wi 
earn them a livelihood; and a livelihood means not only satisfaction of immedi 


ate needs but some measure of protection against the economic hazards which 
confront all wage earners. The very fact that these men and women have «de 
voted their lives to the service of institutions which are vital to our national 
welfare should make them one of the first to be considered in any scheme of 
social insurance, surely not the last. 

These institutions have discovered that the exception from coverage is prov 
ng costly in many ways. They find themselves at a competitive disadvantage in 
manning their staffs and frequently are unable to attract desired personnel 
because they can offer no provision for old age. Free mobility of academic talent 
is particularly important in the field of higher education. 

It is earnestly hoped that Congress will speedily remedy the injustice now done 
by the existing exclusion of public-supported educational institutions 


MeMORANDUM IN ReGARD To House Reso._ution No. 7199 PrePpARED BY JAMES W 
Moore, PRESIDENT OF THE CONNECTICUT STATE EMPLOYEES ASSOCIATION, To BE 
PRESENTED TO THE WAYS AND MEANS COMMITTEE OF THE UNITED STATES House 
OF REPRESENTATIVES, AT THE Pusptic Hearinc ON House REso.tution No. 7199 


The Connecticut State Employees Association recognizes in H. R. 7199 an at 
tempt to extend old-age survivors insurance coverage to those persons not cov 
ered under the existing program. The association also recognizes the inherent 
possibility of extending the program to a group already covered by an adequate 
retirement system such as that now in existence in Connecticut. 

The Connecticut State Employees Association does not wish to deprive any 
State or municipal employee from receiving the benefits as outlined in H. R 
7199 if, at present, these benefits exceed those prescribed under his present 
inadequate system. But, in order to insure that the plan, as outlined in H. R 
7199, could not replace the retirement system now in existence for Connecticut 
State employees we respectfully request that two changes be made in the present 
wording of H. R. 7199. The changes recommended for section 218 (d) are as 
follows: 

1. Coverage by old-age survivors insurance for public employees now under 
existing retirement systems should be extended only through a referendum in 
which there is a favorable vote of two-thirds of those eligible to vote instead of 
two-thirds of those voting (sec. i-3E). 

Such a referendum should be held only within a specified time and full in- 
formation furnished with each ballot so that the voter will know of what they are 
voting on. 


2. Instead of stating that it is the “policy” of the Congress that the protection 
now enjoyed under a retirement system will not be impaired by entering into the 
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ocial-security system, make it stronger by declaring specifically that “partici- 
pation will be denied if such participation will result in any impairment of 
existing benefits.” 


STATEMENT OF JOHN WESTBROOK FAGER, A LAWYER OF NEw York, N. Y., SUBMITTED 
To COMMITTEE ON Ways AND MEANS oF HowUuSsE OF REPRESENTATIVES IN CON- 
NECTION WITH HEARINGS ON H. R. 6812 (OLD-AGE AND Survivors INsvu! 
AMENDMENTS OF 1954) 


I urge the extension of Federal old-age and survivors insurance coverage to 


self-employed lawyers, as provided in H. R. 6812 (S3d Cong., 1st sess 
So far as I know, every poll taken among the rank and file of lawyers has 
indicated that a large majority desire to be included in Federal old-age and 


survivors insurance.’ 
No major bar association currently opposes the extension of Federal old-age 


and survivors insurance to self-employed lawyers, to the bh of my knowledge 
On March 9, 1954, the Association of the Bar of the C of New York, at a 
regular meeting of Members and by a unanimous vote, adopted the following 


resolution : 
“Resolved, That the Association of the Ba f the City of Ne York appr 


and urges adoption of the provisions of H. R. 6812 which extend coverage under 
he Federal old-age and survivors insurance law to lawye! mong others pres 
ently excluded, with an amendment to avoid any inequity : ng from applic 


on of the existing base date of January 1, 1951, to occupations not previously 
overed by the act.” 

This resolution had been re ported to the associa 
mittee on labor and social-security legislation ill 21 committee 
approved such resolution). 

Thus one of the oldest and most distinguished bar associations in the United 
States has unequivocally backed the extension of social security to individual 
practitioners and other self-employed lawyers 

The house of delegates of the American Bar Association has abandoned its 
opposition to social security, although its position today is one of offici 
neutrality. This is nevertheless a significant shift, in view of its strenuous oppo- 
sition to social security in 1950. 

Even the United States Chamber of Commerce has gone on record in favor 
of including self-employed professional people in social security : 

“The chamber’s position is not predicated on any special need of protection 
by these groups—obviously their needs for coverage are less than the average 
individual. But we have a system covering the heads of all our companies, 
a general policy of covering persons regardless of income. The chamber position 
is for consistency of treatment of all groups.” * 

In 1952 I testified before this committee on the general subject of retirement 
benefits for the self-employed (i. e., the Reed-Keogh bills). And in 1953 I sub- 
mitted a statement to this committee on the Jenkins-Keogh bills. Self-employed 
professional men and women are certainly subject to a grave tax inequity in that 
they are barred from social security and are prevented by law from participating 
in tax-qualified retirement programs under the Internal Revenue Code 

I recommended to you on those occasions that all self-employed (including pro- 
fessional persons) should be covered by a two-step retirement program: (1) 
Federal old-age and survivors insurance on the first $3,600 of annual earned net 
income; plus (2) a supplementary tax-qualified retirement pro 
annual earned net income above $3,600 (along the lines of the Jenkins-Keogl 
bills) .* 

In the past, I have opposed the activities of the professional societies in con- 
centrating on the Reed-Keogh bills and the Jenkins-Keogh bills, to the exclusion 
of social security. This has been a blind alley which has produced absolutely 
no form of tax-qualified retirement program for self-employed professional men 
and women. Despite 7 years of strenuous efforts, the Jenkins-Keogh bills have 

















fam covering 


1Senator Lodge polled the Massachusetts Bar in 1951 and received 1,481 f ible 
replies, 160 unfavorable and 28 no opinion 4 19538 poll conducted by the New Jersey Law 
Journal elicited 709 favorable replies to 54 unfavorable 

*>I understand a copy of this committee's report has been filed with 


Improving Social Security, p. 69 (pamphlet issued by United Stat Chamber of ¢ 
merce in 19538) 
*If social-security coverage should be extended to $4,200 of annual earned net income 


then the above figures should be raised to 
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vet to emerge from committee. They were deliberately omitted from the Inter 
Revenue Code of 1954 (H. R. 83800) In the meantime the plight of the individu 
lawyer has remained unchanged and unsolved. 

The extension of social security to self-employed lawyers, as provided in H. R 
6812, will lay a sound foundation for an adequate system of retirement benefit 
for all of us 

Once this step is taken, then we can properly turn to the question of supple 
mental tax-qualified retirement benefits, built on top of social security 

In 1950, Congress left self-employed lawyers out of social security, sol 
because the American Bar Association urged that lawyers should not be included 
Whether such position reflected the wishes of the rank and file of the bar at t 
time is conjectural. Suffice it to say that there has been adequate evidence in t! 
intervening years to prove that the great bulk of lawyers now desire to be includes 
ocial security 
herefore, I respecttul v urge the extension of Federal old-age and survivor! 


n 
lh) 


urance coverage to self-employed lawyers, as provided in H. R. 6812 





\MERICAN MERCH MARI I ITUTE, IN¢ 
Was dD. ¢ 1) ok. Be 
He Pra \. Reep 
(C} ) Hho ( pritte oO Wanus and Wea) 
Ho ( : tiny iN hinaton. D. ¢ 
My Dt \ Rei rl \ ! in Mercha Ma e Insti in organi 
t yt ntir il ! Ol of Ame! fl shipping, has read wit] 
f H. R. 7199, soci ( 1 mendme 1954, the bill upon which yo 
( } er ! WW ( ai he i! Ss 
We note that section 101 (b this bill would extend the Social Security Ac 
benefits to Are an citizens employed by American employers on foreigi 
flac vessels. Our organization has no objection to this extension. However, 
has come to our attention that a number of similar bills before your committee 
H. R. 7713 amon them, would extend these benefits to residents as well as te 


citizens emploved by American employers on foreign-flag vessels 
to the extension of these 


We take this opportunity of expressing our object 


benefits to residents emploved by American employers on foreign-flag vessels and 


of urging that these benefits be restricted to citizens so employed, as provided by 
the language of H. R. 7199 as originally introduced. Our reason for this objec 
tiol to the extension of socinl-securityv benefits to those resident. or claimin 


residence, in the United States arises from the difficult and occasionally impos 
sible burden placed upon the shipowner of determinir whether or not Dp irticular 
senmen are, or are not, in effect, residents of the United States Qnite a number 
of seafaring men are of foreign extraction and it is frequently impossible te 
certain whether or not they are residents of the United States or of their 
itive country. This would be particularly true in the case of foreign-flag ships 
> Which this legislation is addressed. On the other hand, American citizenshiy 
s almost always susceptible of unequivocal documentary proof with the result 
that administration of H. R. 7199, as introduced, would not impose an imprac 
ticable and what appears to us to be an almost insurmountable burden upon the 
shipowner and the shipmaster 
We respectfully request that this letter be considered by your committee and 
be incorporated in the record of your hearings 
Very truly yours 
FRANCIS T. GREENE, 
Erecutive Vice President. 


Arvorp & ALVORD 
Washinaton, D. C.. ipril 26, 1954 
Hon. DANIEL A. REED 
Chairman, Committee on Waus and Means, 
House of Re presentatives, Washington, D. C 


Dear Mr. CHAIRMAN: f respectfully submit the enclosed statement for the con- 
sideration of your committee in connection with its action on H. R. 7199. The 
statement relates to the desirability of social-security coverage for American 
citizens employed abroad by American enterprise, even though they may be tech 
nically the employees of a foreign subsidiary (rather than a braneh) of an 
American corporation 

Very truly yours, 


ELLSWortTH C. ALVORD 
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COVERAGE OF CITIZENS EMPLOYED ABROAD BY FORE St > AMERICA 





In 1950 social-security coveruge wus extended to United St ens 
ployed abroad by corporations organized in the United State ( ernge s 
does not extend, however, to United States tizens en ed ab w foreig 
corporations, even though such corporations are the subsidiaric f Unite 
corporations 

This line of distinction is wholly formalist Son \ me n b 
porations conduct their foreign operations through foreign | ! rie 
foreign subsidiaries, and some partly through e one | 
ther The choice between tl tw ! vy be bast por ‘ ey 

e foreign ¢ ntt upon tl v ! { 
State or uy com | ( 

nited State tize i é 

t major hese ¢ 

road, and ‘ I e | 

vinent should be coveres 

up of th empiove 

H.R. 8200 } : ‘ | ‘ ‘ 

I Pa! G cl a ( 
I vident in the new 1 

eign branche Furtl e, b ese e am 
mize the in a 

ti by pr ding 
ecurity laws should ob s we Db 

The question of how to collect the appropriate so« : 1 { offers 1 

irrier to the adoption of this propos: Collection can be « t the 

aq) asyvstem whereby each United S te corpora li ! el I 
may elect coverage for the United States ¢ ployee of the 

nner similar to the elections available to States and charitable corp 

(6) the application of the self-employment tax to the emy ‘ ( 

Mr Urr. Mr. Chairman, I would like to ask animo consent. te 


include in the hearing of April 5. certain ¢ orrespo dence w Ch I have 
from the League of California Cities, together with their recommenda 
tions, which did not come in until after April 8, order to get it 
the record of that date 
The matter referred to appears Ol Pp. oz 
The CuarrmMan. Without objection, it 0 order 
The committee will stand adjon rned until 
morning. 
(Whereupo 2 at 11:45 a. m.. the hearing i ‘ 
1. its Wednesday. April 14, 1954 
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WEDNESDAY, APRIL 14, 1954 


Housr or REPRESENTATIVES, 
COMMITTEE ON Ways AND MEaANs, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the hearing 
room of the Committee on Ways and Means, New House Office 
Building, Hon. Daniel A. Reed (chairman) presiding. 

Mr. Mason (presiding). The committee will come to order. 

The first witness listed is the Honorable James EK. Van Za dt, of 
Pennsylvania. We will be glad to hear from you, Mr. Van Zandt. 


STATEMENT OF HON. JAMES E. VAN ZANDT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


mr. VAN Zanpvt. Thank you. My name is James E. Van Zandt, 
cupresenting the 20th District of Pennsylvania. Mr. Chairman, I 
have a general statement here in support of H. R. 7199 and I offer 
a few commerts. If there is no objection I would like to present it 
co the reporter and have it printed in the record. 

Mr. Mason. Without objection it will be so ordered. 

(The statement is as follows:) 
94 ATEMENT BY REPRESENTATIVE JAMES E, VAN ZANDT, MEMBER OF CONGRESS, 20TH 

DISTRICT OF PENNSYLVANIA, BEFORE THE HOUSE WAYS AND MEANS COMMITTEE, 

APRIL 14, 1954, REGARDING AMENDMENTS TO THE SOCIAL Security Act 


Mr. Chairman, as many of you know, I have long been associated with various 
groups in the old-age pension field including the Townsend organization and 
the American pension plan. I am sure you will agree with me that these pension 
groups are entitled to a lot of credit for they are the pioneers in the effort 
bring to the attention of the American people the general problem of old-age 
pensions. 

Nearly 20 years ago the American people were faced with the problem of 
old-age pensions and from that day until this there has been a constant effort 
by pension groups and many of us in Congress to solve this distressing problem 
In recent years these pension groups have had their forces augmented by 
organizations in the field of business and by persons in all walks of life who 
have come to recognize that the problem is national in scope and must be dealt 
with at the national level and without delay. 

When Congress approved the Social Security Act, our Government accepted 
the responsibility to provide that segment of our population eligible for benefits 
with security in their declining years. Since the passage of the law, it has been 
amended in many ways to expand its coverage, liberalize its provisions, and 
increase its seale of benefits Despite all these amendments n my opinion 
the elderly- citizens of this Nation are not enjoying adequate secur ty 

I realize that in addition to the factfinding studies made by the Curtis subcom 
mittee that this full committee has received over the period of the past several 
weeks a lot of information from experts in the field of social security Therefore, 
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what I have to recommend will undoubtedly be a repetition of information 
have already received yet it re presents the views fa cross-section of the Lizenry 
of my congressional district 

During the 88d Congress I introduced the following bills designed to ame 
the Social Security Act 

Il. R. 1853, a bill to provide that the eligibility » fo d-age and survivors in 
urance benefits be reduced from 65 to 60 vears of age. 

H. R. 1942, a bill to provide that voluntary agreements for the coverage of 
State and local employee ay include positions covered by retirement systems 
vith forfeiting their rights to benefits in their own retirement systems 

H. R. 2150, a bill to amend title 2 of the Social Security Act to provide that any 
person covered under old-age and survivors insurance shall be entitled to the same 
| nd survivors benefit rights during a period of disability as he we 
be entitled to had he attained retirement age on the initial date of such perio 

ad = ib t 

H. R. 31038 bi 0 repeal the $75 work Lise t py old 1d su 


benefits under title 2 of the Social Security Act 

H. R. 3105, a bill to prov de every adult « Zen With equal b: 

eur piyvinents permitt 7 retirement with benefits at age 6O 
total disability and for other purposes Chis legislation is com! 
is the Townsend I lan and was explained in detail to this comn 
Apr 10, by my colleague from Oregon, Mr. Angell 

H. R. 8420, a bill to amend the Social Security Act to eliminate the retroact 
limitation upon the period with respect to which certain widows and children of 
eterans may receive benefits thereunder 

Mr. Chairman, all of these bills have heen before this committee for some 
months, and I am certain that you will give them proper consideration when per 
fecting vour bill HL. R. 7199, which represents the President's proposals for amend 
ing the Social Security Act 

In addition to the bills which I have introduced and which represent the think 
ing of a cross-section of the people in my congressional district, I would like to 
comment on the provisions of vour bill, H. R. 7199, which as I mentioned embodies 
the President’s program 

First, I want to commend the proviso that will extend social security coverage t 
to some 1014 million additional persons which include farmers, the professional 
self-employed groups, many additional farm hands, domestic workers, certain 
State and local government employees, and clergymen, on a voluntary-group basis 
In my opinion, this isa step in the direction of providing security for many Ameri 

ans heretofore denied social security benefits, 

It is commendable also that you have given recognition to the plight of the ( 
disabled by granting a waiver of premium provisions to protect the old-age und 
survivors insurance rights of persons when they become permanently and totally 
disabled. There are also other provisions of H. R. 7199 which meet with my 
approval 

Mr. Chairman, I do not wholly agree with that provision of your bill which 
increases benefits by $6 or S87 monthly for those retiring in the future as well 
is those now receiving benefits In my opinion, the increase is too low, and I 
am hopeful that this committee will further review this proposed increase in 
benefit o that the benetit levels will keep pace with the cost of livir 

One of the most serious injustices that was written into the original Socia 
Security Act was the provision that placed a limitation of $14.99 monthly on 
the amount a person might earn without forfeiting his el 








izibility for earned 








benefits Later the ceiling was increased to $50 and then $75 monthly By 
uur bill the limitatior ; increased to $1,000 annually In my opinion, Mi 
Chairman, I think that the ceiling on the amount a person may earn should be 
ed entirely, because it penalizes an active retired person in good health by 
forcing him to give up the productive pattern of his life and releg him to the 
rocking chair I am sure that every member of this comm ('ttee agree that 
this change of tempo is not good for an elderly person ; 1 intless cases 
has has | his demise. In all fairness to the retired person willing and able 
to work. I favor that he be permitted to do so without any strings attached 
Mr. Chairman, I would like to comment on the Railrond Retirer t Act d 
Ss relationship to social security In your bill H. R. 7199. vou will increase 
henefits for those already retired and those to be retired in the future, bv from 
$6 to 87 monthly. Do you Know that if this increase is granted the amount will 


be deducted from the monthly retirement benefits of 1 


ailroad employees 
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red under the Railroad Retirement Act who are also ent d to earned 1 


“urity benefits This group comprises some 58,000 wl re erse ffected 
the 1951 amendments to the Railroad Retireme! Act hich prohibits the 
iyment of dual benefits 
Mr. “Chairman, my bill, H. R. 356, to amend the Raili i Retirement Act by 
epealing the restriction on dual benefits passed the Hous st July by 
erwhelming vote and unfortunately is tied up he Senate ¢ ee 
n Labor and Public Welfare When this legislation sidered by the 
House, many of you recognized the | of y argume it the prohil 
mn against dual benefits abrogated a solemn contra 1 \ ‘ tefu 
mu for supporting my bill H. R. 356 
In concluding my statement, 1 wat mention again t H. R. 7199 
ep in the right direction of providing se rity f al t ns nd it is 
vy hope that when you have sent this the f f e [louse f Kepre 
tives for t { i tl l i J 
OO, a bill designed to amend ti pub ssistance pl ons of the Socia 
Security Act It is imperative that the 
ewed immediately, beause it is in this ar of t that there is 
olesnle inadequacy of benefits i gro\ ng s ( l oOpulation I 
1 of the opinion that until this situation is corrected the field pub 
‘sistance the social-security law of our country \ 1 me 1 hninot be 1 
eed as having solved the pl ght I I | Vy < LZ s Na n 
Mr. Mason. The next witness is the Honorable Thomas J. Lane 


rom Massachusetts. 


STATEMENT OF HON. THOMAS J. LANE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mr. Lanr. Mr. Chairman, I just wanted to make a vel short state 
nent to the committee, but first let me express to you, Mr. Chairmar 


ind members of the committee, my appreciation for this opportunity 
1 


\ 
| 
to come here and just Say a few words on what I conside 
of the most important bills before the Congress. 

Social security must grow up. 

It is ve ry risky to have some members of your fru by in ired. while 


to pe on 


others are not covered. The days of the 5-c nt poli y are vone., 

There was a time when insurance on the deceased, sufficient to pay 
the undertaker’s bill, Was a goal that some famil es worked for, and 
ever reached. 

As you know, by Federal law we are insuring for life as well as 
death. Old-age and survivors’ insurance is mainly rned witl 
providing a minimum of security during the years of retire 

It is not doing that job properly. 

Millions are still eXclu led irom coverage 

The benefits, aceompal ec WD restrictions, Ve } be =e 
uit of business, a! ad have replaced twitha Syste mor private pa erism 
that is only a few degrees petter. 

When the Social Secu ity Act first became law. 
wutious beginning. With ripening experience, it Was ex} ted that 
overage would gradually extend to all workers, and that a ce rrespond 


ne increase in benefits would provide a real standard of ecur 

n old age, and for widows and children suddenly di prived of the ir 
breadwinners. 

Apart from the humanitarian view, serious economists call this 


program “one of the props that susta business activity 
| beheve it is time to strengthen that “prop.” 
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Social security is almost 20 years old. Time to have reached it 
majority. 

Instead it has been fed on spartan diet, and is only the skeleto 
of the full-bodied program that it was meant to be. 

The only bill permitted for our consideration is the administration 
sponsored H. R. 7199, the Reed bill, cited as the Social Security 
Amendments of 1954. 

It is an improvement on existing legislation, but it does not go far 
enough. Mrs. Oveta Culp Hobby, Secretary of Health, Education, 
and Welfare, testified before the House Ways and Means Committe 
that the $25 minimum social-security benefit is too low under today 
conditions. 

That is an understatement. 

Twenty five dollars a month is hopelessly out of the race with the 
cost of living. 

As it stands, the Social Security Act is a fraud and a deceit. 

It is not “social” as long as it does not cover all our people, and it 
is not “security” when it gives them crumbs. 

The administration proposes to bring 10 million more people into 
the fold ; to increase the minimum from $25 to $30: and the maximMun 
from $85 to $108.50. 

That amounts to one more bone in the soup. 

We want to extend coverage to certain groups who have expressed 
a desire for such coverage, including employees of the Tennessee Val 
ley Authority, employees of State and local institutions for higher 
learning, and of local housing authorities. 

Furthermore, the administration bill makes no provision of any 
kind for disability insurance. This is a serious flaw. The Dingell 
bill, on the other hand, enlarges the concept of social insurance to 
establish the same protection for wage loss caused by total and per 
manent disability which the old-age and survivors insurance system 
now provides against wage loss caused by death or retirement. 

These proposals have been made since 1934. They do not come 
upon us suddenly and without proper actuarial data to support 
them. 

‘he House has made several efforts to remedy this defect in legis- 
lation, but the Senate refused to go along. 

Two percent of the civilian population between the ages of 14 
and 65 are absent from their jobs on a given day, not because they 
have a cold, or a severe headache, or any other indisposition, but 
because they have been disabled, not for a day, not for 2 days, but 
for 7 months or more. 

This is definite evidence of serious disablement. 

Since only 1 out of 20 such cases is work-connected, the remain- 
in.¢ 19 cannot qualify for the limited protection offered under work 
men’s compensation laws. 

Even excluding those who are covered by private insurance, there 
are many for whom total and permanent disability is not only a 
personal hardship, but an economic disaster. 

Security? There is none for them, as long as the Federal Govern- 
ment declines to give them any consideration in legislation. At least, 
if the Government cannot approve of a program covering all disa 
bilities, it can make a start by authorizing insurance for total and 
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permanent disability, and leave the question of temporary disabil 
for future consideration of tian Congresses sometime in the future 

H. R. 6034, the Dingell bill, extends the payroll base to 86.000, 
increases the minimum $5 more. to $35. and the maximum “primarv” 
benefits to $135 plus one-h: lf } nt per veal covered, other be} efits 
proportionately. Under the eeeniaes s of this bill, a retired couple 

n 1965, would receive $229.85 per month. Future beneficiaries under 
the Reed bill would be entitled to $162.75. 

The Reed, the Curtis. and the Dingell |] bills cover farmers, farm 
hands, and domestics meeting the $50 per quarter test. Unanimous 
a port on this point is encour: wing, All agree that ministers should 
be included. 

The Dingell] bill also includes members ot the armed services, and 
1S superior to the administration bill in this additional respect. 

Old age assistance, and aid to depend nt el ldren. hould be 
ereased in line with the Improvements of the old-age survivors in 
surance program which is the foundation of all social-security 
legislation. 

How to reconcile our differences on this, the most urgent and 
constructive legislation of our veneration 1n the domestic field. is a 
question of degree, not of kin id. 

The Democratic P arty maint ains that public opinion wants com 
plete coverage under Federal law, protect ng the r ohts enjoyed by 
some under other retirement systems if they choose Incorporation O1 
integration with the OASIT. 

We also want benefits consistent with the cost of living. 

We believe that there is room for much Improvement 11 the Reed 
bill, and will endeavor to give it oreater substance thro ich amend 
ments. 

Our policy, sup ported by an ove rwhelming majority of Americans 
is that “social security must grow up. 

In addition to the statement, Mr. Chairman, may I say also that 
I received in this morning’s mail—and I know my colleague on yout 
committee, the Honorable Ang er Goodwin, has also rece ived ¢ one i 
letter from the Massachusetts Association of Contributory Retire 
ment Boards in Boston, and they state here that the public employees 
of Massachusetts have a ital interest and concern in the hearings 
on this social-secur ity coverage how bel ng held before your committee 

No teachers, State e mp loyees, ore mployees of poli tical subdivisions 
of the Commonwealth are covered under social security, nor has there 
been any movement by any of the groups to obtain such coverage. 
They say: 

Our 140,000 public employees are in State or local contributory systems and 
over the years they have acquired valuable rights, equities, and expectancies 
which they are most anxious to protect and preserve 

There is general agreement by the public employees that any bill to amend 
section 218 (d) of the Social Security Act, particularly H. R. 7199, should in 
clude at least the following five points as minimum safeguards for their existing 
retirement systems— 

Going over the recommendations, Mr. Chairman, as quickly as 1 
can, they are: 

1. Assurance that the members of State and local retirement systems shalt 
know what they are voting on in the referendum 

2. Favorable vote of two-thirds of the eligible members 
3. Addition of a date to make the exclusion provisions more effective. 
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4. Certain editorial changes so as to leave the question of definition of cover f 
age group to State legislatures. 
5. Inclusion of a statement of a policy that it is the intent of Congress in pet st 


mitting the coverage of members of State and local retirement systems by socia 
security that retirement rights of these individuals |! 
thereby. 2 


ve not impaired or reduced nt 


Therefore, Mr. Chairman, I would like to have the opportunity to 
submit that letter—it is much longer and I do not want to take up the 


ee together with a memorandum that has already M 
been offered : I understand, to your committee by Mr. John E. 8 
C oyvne, presi lent of the Massachusetts As sociation of Contributory Re N 


tirement Boards, and members of the executive committee of the Na 
tional Conference on Public Employee Retirement Svstems. 

[ dare ‘Ly that when your committee has a chance to LO into this 
Massachusetts retirement provision, you have on your committee a 
man whom we have great respect and admiration for coming from 
Massachusetts, and I refer to the Honorable Angier Goodwin who is : 

former president of the Massachusetts Senate and who has struggled 
with this problem for a good many years both as a senator and as a 

ember of the Massachusetts House of Representatives. ] 

I daresay that he will give you the benefit of his knowledge of om 
retirement system in Massachusetts. 

The CuatrMan. Congressman, we are grateful for Mr. Goodwin’s 

, fine character and ability and we are very proud to have him on this 
committee. We appreciate the tribute you have given to him. With 
out objection we will put the letter and memorandum in the record 
at this point. 

(The letter and memorandum are as follows:) 


MASSACHUSETTS ASSOCIATION OF CONTRIBUTORY RETIREMENT BOARDS, 
Boston, Mass., April 7, 1954 
Iion. THoMAS J. LANE, 
House of Representatives, 
Washington, D.C. 

Dear Mr. CONGRESSMAN: The public employees in Massachusetts have a vital 
interest and concern in-the hearings on H. R. 7199 relative to social security 
overage before the House Ways and Means Committee on April 8, 1954. No 
teachers, State employees, or employees of political subdivisions of the Com 
monwealth are covered under social security, nor has there been any movement 
iy any of the groups to obtain such coverage. Our 140,000 public employees are 
in State or local contributory systems and over the years they have acquired 

iluable rights, equities, and expectancies which they are most anxious to pro 
tect and preserve. 

There is general agreement by the public employees that ge bill to amend 
section 218 (d) of the Social Security Act, particularly H. 7199, should in 
clude at least the following five points as minimum safegui: ii for their exist 
ng retirement systems: 

1. Assurance that the members of State and local retirement systems shall 

iow What they are voting on in the referendum. 

”. Favorable vote of two-thirds of the eligible members. 

Addition of a date to make the exclusion provisions more effective 

!. Certain editorial changes so as to leave the question of definition of cove 
ige group to State legislatures. 

5. Inclusion of a statement of policy that it is the intent of Congress in pet 
mitting the coverage of members of State and local retirement systems by social 
security that the retirement rights of these individuals be not impaired o1 
reduced thereby 

H. R. 7199 contains a cutoff date (point No. 3) and a statement of policy 
point No. 5), both of which should be retained It is the considered judgment 
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f the public employees, however, that the other three safeguards should be 
cluded in any legislation so as to prevent detrimental changes to existing 
State and local retirement systems. 
The National Conference on Public Employee Retirement Systems, repre 
senting over a million and a half public employees including Federal, State 


school teachers, municipal, county, police, and fire fighters, favor the inclusio 
of the minimum safeguards. 
As a former president of the State employees association, I continue to serve 


is member of the legislative and retirement committees of the association. On 
March 5, 1954, the presidents of the Employees Association of the New Eng 
States met in Boston and unanimously voted to support the safeguards set forth 
bove, adopting a position already taken by the Massachusetts State Employees 
Association. 

Practically all of the other public employee groups in Massachusetts favor the 
nclusion of the five minimum safeguards. Our associatior vl is made uy 
he members of the 125 retirement boards and is essentially an adimiinistrat t 
group, also favors the points referred to above 

Recently Edward J. Cronin, secretary of the Commonwealth, transmitted to 
you copies of resolutions memorializing Congress relative to the Federal Social 
security Act, which were adopted by the Massachusetts Legislature on March 
16, 1954. These resolutions crystallize the thoughts of public employees generally 
on a subject which is to them of such vital concern. 

As a member of the executive committee of the National Conference on Public 
Employee Retirement Systems, I am planning to testify at hearings before the 
House Committee on Ways and Means on April 8. Enclosed is a copy of a brief 
of formal testimony which will be filed at that time with the committee 

Please be assured that we appreciate your kin 

the reasonable requests and requirements sought by the ublic employees in 

rder to prevent detrimental changes to their existing State and local retire 
ment systems. 
Cordially yours, 





Siaeracvion ind Support 


| 
i 
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MEMORANDUM 


To: Hon. Daniel A Reid, chairman, and members of the House Ways and Means 
Committee, Washington, D. C 

Filed by: John E. Coyne, president, Massachusetts Association of Contributory 
Retirement Boards, and member of the executive committee of the National 
Conference on Public Employees Retirement Systems 

Subject: This memorandum summaries the attitude of State and other publi 
employees of the New England States regarding the proposed extension of 
Federal social security to public employees and their requests that any such 
legislation contain safeguards to prevent any detrimental changes to exist 


ing State and local retirement systems 


Massachusetts was the first State to adopt a genet retirement system for 
employees, passing an act in 1911, covering all employee in the direct 
service of the Commonwealth During the past 45 years there has been a grad 
ial extension of retirement coverage to other public employee ps and ne 
e have probably the most comprehensive coverage Stat with re 
than 140,000 members in the State and local contributor tems 
j Employees of this State and public ubdivisions thereot re nfide 
vstems will continue to exist as individual units and fulfill their role S 
nportant and integral part of an enlightened personnel poli rhey 
ed to the maintenance of local retirement e) he ef ‘ 
ectives of such systems, namely, to attract and retain competent personne 
the public service, to induce long career service, and 1 e a syst it 
pan for the retirement of aged and incapacitated wo! t be a d 
under the Social Security Act whose principal, if not exclusive jective 
n character 
Massachusetts public employees joi ith public employes hroughout the 
ountry on the issue of social security 2) the years the have acquired 
aluable vested rights, equities and expectancies under existing contributory 
retirement systems which could be jeopardized, impaired r diminished 





properly safeguarded. They are in f O} 
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Conference on Public Employees Retirement Systems and with the insistence of 
the conference that any bill to amend section 218 (d) of the Social Security Act 
making OASI available to public employees include at least the following fiv: 
points as minmum safeguards for existing State and local retirement systems 

1. Assurance that the members of State and local retirement systems 
shall know what they are voting on in the referendum. 

2. Favorable vote of two-thirds of the eligible members, instead of tw« 

thirds of those voting. 

5. Addition of a date to make the exclusion provisions more effective. 

4. Certain editorial changes so as to leave the question of definition of 
coverage group to State legislatures. 

5. Inclusion of a statement of policy that it is the intent of Congress in 
permitting the coverage of members of State and local retirement systems 
by social security that the retirement rights of these individuals be not 
impaired or reduced thereby. 

It is appreciated by State and other public employees that H. R. 7199 cor 
tains a cutoff date (point No. 3) so that employees who on that date are in 
positions covered by a retirement system can be brought into OAST only through 
a referendum. H. R. 7199 also contains a statement (point No. 5) which indi 
cates it is the policy of the Congress in providing coverage under OAST of 
employees under a State or local retirement system that the protection of the 
employees and beneficiaries who are under the retirement system will not be 
impaired as a result of coverage under OASI. This is a strong declaration of 
policy, but of course it does not have either the force or effect of law. 

We take this opportunity to present to the committee the point of view of 
State employees, not only in Massachusetts, but also in the other 387 States 
which maintain separate retirement systems for State government workers. 
In their considered judgment further safeguards should be contained in any 
amendment to section 218 (d) so as to preserve valuable rights and benefits, 
and it is their policy to insist on the following three points : 


(1) Statement of plan to be voted upon 


There is general agreement that the bill should provide some assurance 
that the members of State and local retirement systems know what they are 
voting on in referendum. Therefore, public employees ask— 

(a) That State or local officials be required to give notice through a 
comprehensive statement of the plan of coordination and its effect on the 
State or local retirement system; and 

(b) That the ballot identify the plan of coordination announced in the 
previously given notice, 

Public employees should be furnished the full text of the plan of coordination 
in advance of balloting so they will understand what is contemplated by way of 
change. With this preliminary information they will be able to intelligently 
consider the plan Public employees also ask that they be furnished with a 
fair, concise summary of the plan announced in the preliminary notice as it 
will appear on the ballot 

The foregoing provisions relating to preliminary statement of purpose and 
plan are similar to those found in many State constitutions as they relate to 
petitions for initiative and referendum. The use of this procedure assures that 
the public employees understand the basic changes which are under considera- 
tion. If not adopted there is possibility of misunderstanding and a vote result- 
ing in a choice which would not be in the best interests of public employees 
or the public that these employees serve. 

(2) Favorable vote of two-thirds of the eligible members 

The use of referendum is generally accepted by State and local officials and 
employees as being in the democratic tradition. It is not alone sufficient to 
require that a referendum be held, it is absolutely necessary and essential that 
the bill require a favorable vote of two-thirds of the eligible voters. 

Over the vears members of public employee retirement systems have acquired 
valuable rights, equities, and expectancies and they are anxious to protect these 
interests. It is generally agreed that compensation paid in the public service 
is less than those paid for comparable positions in private industry, and as a 
result about the only real assets a public employee has, other than his earnings, 
are the savings accumulated in his local retirement system and the assurance of a 
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etirement allowance after long years of faithful service They are in a 
different position than industrial workers who had little, any, vested retire- 
ment or pension rights when they were taken into social security 


A two-third vote of those voting is not an adequate safeguard to assure a fair 
and equitable decision on a matter of such vital concern to public employees. 
They believe such a provision might result in only a small proportion of the total 
membership voting and wiping out basic rights and valuable benefits earned over 
the years by the other members of the system. A favorable vote of two-thirds 
of the eligible voters is similar to that found in constitutions and statutes 
specifying the required vote on serious and basic matters, it is a reasonable 
request and requirement and should be granted by the Congress. 


3) Definition of coverage group 


It is generally agreed by public employees and those charged with administer- 


ing retirement systems that any definition of coverage group as ntained in the 
bill should be left to the States. Thirty-eight States maintain retirement plans 
for State government workers. 1 iddition there are the numerous teacher 


} 


and public employee retirement systems. Examination of the individual public 
employee systems throughout the country will reveal wide differences in what 
is considered a coverage group. There are all-inclusive State systems, il 1d 
teachers and employees of political subdivisions on either a compulsory 0 
elective basis. Some systems cover only particular groups of public employees 
It would be almost impossible to draft a Federal law to cover all possible varia 
tions found in the different retirement laws and systems 





Public employees recommend that the definition of coverage group be solved 
within each State according to the decisions of the individual State Accustomed 


to appearing before their State legislatures in favor of or against proposals for 
changes in their systems, public employees appreciate the consideration extended 
to them over the years by the legislators and feel the legislators recognize the 
conditions peculiar to the State and the employees who are members of the re- 
tirement systems. Where there are public employees in retirement systems not 
subject to the legislature, the determination of coverage group should be by the 
governor. All other determinations of what is a coverage group should be left to 
the decision of the State legislature. If the decisions should be placed in hands 
of any other individual or group there is likelihood of much confusion and 
misunderstanding. 
SUMMARY 


In conclusion, we pul’'lic employees take this opportunity to thank the commit- 
tee for its kind consideration of the five points referred to in this statement, 
and the reasonable requests that the safeguards be incorporated in legislation, 
parctiularly (1) full information so members shall be informed of what they are 
voting on in any referendum, (2) favorable vote of two-thirds of the eligible 
voters, and (3) definition of coverage group to be decided at the State level. 

The inclusion of these reasonable requirements will serve to preserve the 
valuable rights and interests that the public employees have in their State and 
local retirement systems, 

Attached are copies of resolutions memorializing Congress relative to the Fed- 
eral Social Security Act adopted by the Massachusetts Legislature on March 
16, 1954. The thoughts and sentiments expressed in the resolutions are repre- 
sentative of those of public employees generally throughout Massachusetts and 
the other New England States. 


The CHarrman. Does that conclude your statement ? 

Mr. Lane. Yes, sir. Thank you, Mr. Chairman. 

The CuHatrman. We thank you very much. 

Mr. Foranp. Mr. Chairman, in view of the fact that Mr. Lane has 
mentioned the name of Mr. Coyne who testified here before, Mr. Coyne 
has asked me to submit for the record a letter which he received from 
President Iannelli of the Rhode Island State Employees Association 
on this subject. I ask unanimous consent that it be put in the record 
following Mr. Lane’s remarks. 

The CHarrman. Without objection, it is so ordered. 

(The letter is as follows :) 
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RHODE Ist aANnp STATE EMPLOYEES ASSOCIATION, 


Providence, R , April 4, 195 
Mr. Joun Coyni ro we, HT pril 4 j 


Care of Hotel Statler 
Washington, D. ¢ 
Dear Mr. Coyne: This is in answer to vour communication regarding hea 
ings on social security before the House Ways and Means Committee in Wash 
ington, D. C.. on April 8, 1954 
In this connection, the Rhode Island State Employees Association has endorse 
the following five points in regard to desired amendments in H. R. 7199, saf 


uards for existing public employee retirement systems 
1. Members of State and local systems shall be informed of what they 
ne on in any referendun 
” There would be a favorable vote of two-thirds of the eligible voters 
Additior fa datet make the exclusi n provisions more effective 
1, Certain editorial changes so as to leave the question of definition of ce 
age group to State legislatures 
Inclusion of a statement of policy that it is the intent of Congress in J» 
mitting the coverage of members of State and local retirement systen by so 
security that the etirement right of these individuals be not mraired 


reduced thereby 

Our local Members of Congres . he advised as to the positio1 

tuke 
Very truly your Joseru G. IANNELEI, Preside 

Mr. Kran. In vour statement, Mr. Lane, you state that. the admin 
istration bill would only admit 150,000 employees of State and local 
governments. Under the bill all members of State and local govern 
ments who are in favor of it. except policemen and firemen, could bi 
admitted. 

Mr. Lane. Thank vou, Mr. Kean. I stand to be corrected. Thank 
vou, sir. 

The CuairmMan. We thank you, sir, for your appearance and testi 
mony here today. 

The next witness is Mr. Asa V. Call, president, Pacific Mutual Life 
Insurance Co. of California, appearing on behalf of the Life Insut 
ance Association of American and American Life Convention. 

Mr. Urr. Mr. Chairman. 

The Cratrman. Mr. Utt. 

Mr. Urr. I would like to take the opportunity of welcoming Mr. 
Call, an outstanding citizen of California. He has been head of the 
Pacific Mutual Life and was with it during the roaring twenties and 
the not-so-roaring thirties, which you well recall, and he is still on 
top of the heap. The Pacific Mutual Life Insurance Co. is one of 
the greatest companies in the West and Mr. Call is its guiding light 
and an outstanding citizen from Los Angeles in the State of Cali- 
fornia. I want to welcome you here and I am sure my colleague, Mr. 
King, would like to join with me in the same greeting. 

Mr. Kine. I most certainly would, Mr. Chairman. 

The CuatrmMan. We will be very pleased to hear your testimony, 
Mr. Call, and we are very proud to have you here. We are very 
proud of the gentleman who just made tribute to you. 


STATEMENT OF ASA V. CALL, PRESIDENT, PACIFIC MUTUAL LIFE 
INSURANCE CO. OF LOS ANGELES, CALIF., APPEARING ON BE- 
HALF OF LIFE INSURANCE ASSOCIATION OF AMERICA AND 
AMERICAN LIFE CONVENTION 


Mr. Cain. This statement is longer than we would like to have it. 
I hope you will be patient with me when I present it. If you get to 
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point where you do not want to hear anything further in it, I 
would appreciate your telling me so. 

Mr. JENKINS (presiding). You know your document very well. If 
there are some facts that you wish to highlight and make reference to 
them that will be all right. 

For instance, you might not have to go into detail about these charts. 
but just make reference to them. Your whole statement vill 0 inte 
the record. We want all your statement in the record. 

Mr. Ca... Yes, sir. This statement represents the view of 

life-insurance companies and that is the reason Ww hy we tried t 
e thorough with it. 

Mr. Chairman and members of the committee, my name is Asa V 
Call. Ll am chairman of the joint committee on social security of the 
\merican Life Convention and the Life Insurance Association of 


America. 

Lhe statem¢ nt is submitted on bel alf of th wo organiZat ms, Which 
together represent companies th at ‘chdeewetin nk 96 percent of the 
life insurance in the United States. The statement deals with th 
old-age and survivors’ insurance system (OAST) and with the pro 
posals for « ‘hanging it incorporated in H. R. 7199 

Interest of lfe-insurance business in social security : For many 
vears the life-insurance business—through individual polici es, group 


nsurance, annuities, and pension plans—has furnished people with 
facilities to build their own security on a voluntary basis. 

Currently, over 90 million individuals are prov iding a substantial 
measure of security for themselves and their families through these 
means. Life-insuranee protection alone now aggregates over $30 
billion in amount. 

In view of the related purposes of social security, life-insurance 
leaders have been keenly intereste “din the subject ever since the original 


social-security legislation was under study some 20 years ago. And, 
because of their experience with security plans and programs, life 
Insurance men have been called on for advice and assistance fron 


time to time, particularly in connection with OAST. 

Like a number of other groups, the life-insurance business made a1 
intensive study of social security during the past year, some 25 life- 
insurance experts participating. In the study, we sought to apprais 
specific proposals in terms of social-security fundamentals and long 
range implications. A digest of the final report we prepared is 
attached as an appendix to this statement. 

Basic principles: In his message to Congress of January 14 on social 
security, the President stated : 

Private and group savings, insurance, and pens on plans * are a primary 
means of protection against the economic hazards of old age and death These 
private savings and plans must be encouraged and their value preserved 

We concur in these views. We think it is in the national interest 
that families which have started voluntary security programs retain 
incentives to continue and to expand them, and ft] at other families 
have incentives to establish such programs. 

Incide ntally it has been most he oe to us to note several recent 
actions by the W ays and Means Committee in the field of taxation 
which indicate this committee likewise believes private pensiol plat 
and annuities should be encouraged. 
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The President also said in his message that the Government should 
help people provide for their security, and that the OASI system is 
designed to do so by furnishing “basic nationwide protection” against 
the hazards of old age and premature death. He indicated the systen 
should help “to reduce both the fear and the incidence of destitution 
to the minimum.” Subsequently, in his economic report the President 
reiterated that it is incumbent on Government to help establish a 
“floor of sai, a for the individual. 


These ae are in close accord with the generally accepted 
principle t hat the » proper role for social security is one of providing 1 
basic floor of protection. The life-insurance business has alway 


believed in the soundness of this principle. From the inception oO} 
the OAST program Congress has recognized it. 

Should OASI go beyond its proper role, its costs could impair the 
ability of people to build their own security, while social benefits at 
too high a level coul li impair their incentives to do so. 

In his message of January 14 the President indicated that OASI 
is founded on two further principles: It is a contributory system, 
with both the worker and his employer paying OASI taxes during 
the individual's yei ars of active i and the benefits paid are relate d 
in part to the individual’s prior earnings. We also agree with thes 
principles. 

We believe the OASI system should remain contributory js supported 
entirely through the pay roll taxes of those covered and their em 
ployers. And we believe benefits should continue to vary in relation- 
ship to the individual’s earnings. This principle is not inconsistent 
with the basic-floor of-protection concept, prov ided the highest of the 
varying benefits does not go beyond the range of what is needed 
furnish basie prote ction. 

These prince Pp ~~ set forth by the President were well expressed by 
Secretary Hobby in her able presentation at the beginning of these 
hearings. 

Improving the OASI system: We recognize that in some cases 
OAST benefits, as determined under existing law, are not sufficient to 
furnish a basic floor of protection. Usually these are cases where 
coverage under the system has not been continuous or where benefits 
reflect irrecular or part time earnings. Several proposals in Fi. R. 
7199 would operate to increase benefits in such cases, and hence would 
increase the effectiveness of OASI in furnishing basic protection. 

Specifically the broad extension of coverage and the “drop-out” in 
the average-monthly-wage comput: ation would relate the OAST ben- 
efits more closely to the indiv idual’s normal wages. The revised con- 
version table would assure a minimum increase in all old-age benefits, 
whiie the changes proposed 1 in the retirement test—or “work clause”— 
would operate indirectly to help OASTI assure basic protection. I 
should like to comment on each of these proposals. 

Coverage extension: Under existing circumstances, we believe the 
proposal to extend OASI coverage to about 10 million additional 
people is sound in principle. The effectiveness of OAST is impaired 
if large numbers of persons are continually moving in and out of 
coverage as they change from job to job. 
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Broad coverage extension will mea an nel 
whose average wages are depressed by period 
emp loyme nt 1 1 jobs at present not cove red. 

lor ex: amp i. in the case of a husband who earns $150 : 
who is covered only half time, the mont hly benefits for the ‘tired 
couple will be S60 under eX1Isting law. But if all his e mpl ioyment 1s 
covered, the couple’s prospective retirement benefits will increase by 
about 50 percent to SYS.S0. M hi ons of potenti il OAS] benefi 
are in this general situation, and for many he » increa 
benefits coming from the extension of 
DU percent or more. 

The drop out proposal : Under the “drop out” prop sal 
vears of lowest earnings or of no earn nes would be omitted 
termining the individual's “average monthly wage”—from whi 
benefits are computed. The proposal reflects the tl ought that | 
periods of nonrepresentative earnings should not eo to reduce po 
tential benefits. We agree yi both the objective of this proposal 
and the proposed method of achieving the ob saliee, 

The drop-out proposal will result in substantial benefit increases 
for many people. For example, in the case of a S$300-a-month man 
retiring in 1957, having come under the new schedule in 1950, with 
| prior years of no e: arnings, the month ly benefits, for the man and 
his wife, could go up from about $80 to as much as $127.50. Had his 
normal earnings been at a rate of $150 a month, the increase might 
be from $45 to $93.80. 

Those whose wage records are irregular because of part-time em 
ployment, unemployment, sickness, disability, or retirement prior to 
reaching age 05 will be among those deriving most advantage from 
the drop-out proposal. 

While the proposal will be of much continuing value, it will be of 
special value for the next few years. For the near future, the drop 
out period will represent a particularly large proportion of the 
elapsing time since 1950, over which average wages and benefits are 
computed. 

The new conversion table: It would not be practical from an ad 
ministrative standpoint to apply the dropout proposal retroactively 
to those already on the beneficiary rolls. For such persons, H. R. 
7199 proposes a libe ralized conversion table a would operate to 
increase all present old-age benefits by at least $5 a month. As one 
consequence, the minimum monthly ol 1-age benefit would be incre: em 
from $25 to $30. Those coming on the rolls in the future could | 
either the $5 benefit increase of the new conversion table, or ‘thie 
benefit of the 4-year dropout, whichever is greater, but not both. 

This proposal liberalization in the conversion table offers a prac- 
tical means of avoiding discrimination against either those already on 
the beneficiary rolls or those coming on the rolls in the future. The 
effect, it should be recognized, will be to vuarantee that the dropout 
proposal will be worth at least $5 a month to all old age beneficl: 

The “work clause”: We believe that a retirement test 
is essential to the sound operation rf OASI as a retire) 
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he existing work clause, however, is inflexible and inequitable 
several respects. Hence, we agreed with the general purposes of the 
proposals in H. R. 7199 for improving the work clause. 

We do believe, however, that the proposals in H. R. 7199 should be 
adjusted in some respects. In particular, we think the work clause 
should start at $900 rather than $1,000, but that the scale for wit] 
holding benefits above that level might be less stringent than proposed 
nthe bill. These ideas are explained in greater detail in the attached 
digest of our re port. 

Collectively, the four proposals I have been discussing will greatly 
enhance the value of the OASI system as a means of fur nishing a floor 
of protection for all. The new conversion table will increase all 
old age benefits by at least $5 a month. Coverage extension and the 
dropout prov ision will provide much greater increases in many 
relatively low benefits. 

Under the new work clause the possibilities for hg Aa ing bene 
fits through part time or occasional work will be broadened. Yet. 
none of the proposals will operate to push maximum benefits beyond 
the range of basic protec tion. 

Computation of OASI benefits: Once the individu: l’s average 
monthly wage is determined, his monthly old-age benefit is computed 
under the present OASI law as 55 percent of the first $100 of such 
wages en 15 percent of the next $200. The formula does not take 
account of average wages in excess of $300 a month. 

H. R. 7199 would change the computation formula to 55 percent 
of the first $110 of average wages plus 20 percent of average wages 
above $110. We are opposed to these changes in the formula. They 
are entirely distinct from the proposed dropout—which we favor 
that will have operated to increase the average monthly wage 

The proposed computation formula would favor persons W ith rela- 
tively high average monthly wages. In case the average wage is 
$100 or below, the monthly benefits for the husband and wife would 
remain unchanged. _If the average wage is $200, the couple’s bene- 
fits would increase from $105 to $117.80. 

If the average wage is $300, the couple’s benefits would increase 
from $127.50 to $147.80. Thus, the proposed changes in the benefit- 
computation formula would mean no gain at the $100-a-month level; 
they would increase the couple’s benefits by $12.80 at the $200 level; 
and they would increase the couple’s benefits by $20.30 at the $300 
level. At the $350 wage level, as I will discuss later on in connection 
with the proposed wage-base increase to $4,200, the benefit. increase 
would be $35.30—almost 3 times the increase provided at the $200 
level. These changes are illustrated by the chart on the following 
page. 
~ (The chart is as follows :) 
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Mr. Catt. You have many charts presented to you to analyze th 
effect of his pending legislation, and we think the chart we prepared 
ourselves will be helpful to your committee. We have it here behind 
me. It shows the benefits under the new legislation with the dropout 
not included as it relates to the family, husband, and wife. 

There has been none prepared on that basis. We believe this chart 
rather graphically shows the effect of the bill on the point that I have 
been just talking to and the one that I will make next. 

We believe these proposed benefit increases should be appraised 
relation to OASI’s proper ° purpose of prov iding a basic floor of pro 
tection on which additional protection may be built through voluntary 
effort. The proposed changes tend to equalize the percentage relation 
ship of benefits to average wages as between the higher paid and lowe 
paid, but such an equalization is neither necessary nor desirable in a 
social benefit program. 

Benefits in relation to living costs: In 1949-50, Congress carefully 
studied social security, holding extensive hearings. The resulting 
1950 amendments contained a new liberalized benefit formula. A full 
time employee at typical wages, at the time of the 1950 formula’s 
adoption, could expect to qualify for benefits about 150 percent greater 
than a similar employee could he ive expected at the time the previous 
1939 formula was adopted. Consumers’ prices, however, h: a, gone up 
only about 75 percent over the 11-year period. 

In the 2 years following the adoption of the 1950 amendments, there 
was a further increase in consumers’ prices of a little more than 10 
percent. Congress thereupon, by the 1952 amendments, again liberal- 
ized the benefit formula. The benefit-formula increase was such that 
the prospective benefits for a typical full-time wage earner were 1n 
creased a little more than enough to offset the price increase between 
1950 and 1952. This chart shows the effect of that. 

Since 1952 prospective benefits for a typical wage earner have in- 
creased some 6 pe ree nt as a result of increases in average wages. In 
contrast, consumers’ prices have advanced by less than 1 percent dur- 
ing the period since the 1952 amendments were decided upon. 

If wage rates continue to move upward, relative to consumer prices, 
prospective benefits for those under OASI will continue to increase 
In amount and purchasing power without further change in the benefit- 
formula percentages. With coverage extension, a dropout provision, 
and the 35 benefit increase, in the new conversion table, there will be an 
additional increase in the adequacy of prospective benefits. 

If employment and wage rates should temporarily decline in the 
future, the dropout provision would prevent any appreciable decline 
in prospective benefits for most wage earners. In fact, any price de- 
cline accompanying a decline in wages would operate to increase bene- 
fit adequacy re lative to living costs. 

All in all, in view of prevailing wage rates and consumers’ prices, 
the OASI seine now offers more adequate benefits than it ever did 
at any time in the past. Benefits will be still more adequate in the 
future, without any increase in the benefit-formula percentages. 

Resources of OASI beneficiaries: Many OASI beneficiaries have 
some income or other resources in addition to their benefits. 
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The CuarrmMan. I do not want to restrict anybody. Your paper is 
very long. We must get to the House fora vote very early. 1 wonder 
if youcould ; just highlight some of this. 

Mr. ‘ALL. I will be very glad to do it any way you prefer. 


The ¢ ‘HAIRMAN. I would appreciate it. At the same time I would 
e the last one in the world to curtail you, W ould Lhiat be all night 
with you? Wecan just extend your remarks in the record. 

Mr. Cau. Yes, sir: I will be very ols ad to do it the Way you like. 

The Cuairman. If there is some other part you wish to stress just 
go ahead. 

Mr. Mason. We have had an explanation of what the bill does. 
We have had that time and time again. What we want to know 
why they are for it or why they are against certain provisions. That 
is the thing that will be most beneficial to us. 

Mr. Catu. That is what I thought this statement did, sir. 

The Cuatrman. The statement will all go into the record, but if 
there is some special point you want to brin 
hear it. 

Mr. Catt. We come now to the provisi ons of the bill that we oppose 
that you might be interested in and as to why. 

Mr. Mason. That is the point that is pertinent. 

The CuatrMan. Go right ahead. 

Mr. Cauu. In addition to the benefit increases I have just discussed, 
H. R. 7199 provides further benefit increases _ sige sons with annual 
earnings in excess of $3,600. These further in ases would result 
from the proposal to increase the annual OASI earnings and tax base 
from $3.600 to $4.200. 

If the pr ior annual earnings had averaged $4.200 or more, the ved 
couple would receive the following double increase in benefits—from 
$127.50 to $147.80 on earnings up to $5,600 plus $15 more to $162.80, as 
a result of the increase in the wage base. 

In total the couple’s benefits would be in reased by dOo.00 a month 
nearly as much as the $45 provided as the entire benefit of an 
couple at the low end of the benefit seale. The increase from $3,60( 
S4200 would not affect the benefits of th - earnin soOUU 
or below. 

No increase in the $3,600 annual ear 
to raise benefits at the top end of the 
benefits were increased by the 1952 amen 
S3.600 fieure. As ha see it, the real question 1 \ i 
limit can be stated this way: What kind of earnn should be required 
in order to qualify for maximum benefits? "e believe this level 
should be one the average or typical person can ac hieve, 

To propose that, as the individual’s earnings reach higher and 
higher levels, his OASI taxes and be ne fits sh O lal « ( rrespol a ngly cr¢ 
higher and higher, without some reasonable limits on both, is to col 
fuse the true purposes of a social-security program with the desirable 
goal of a private pension plan. 

If such an approach were followed, the top OASTI benefit would go 
far beyond anything needed to furnish a basic layer of protection. 


] 


Moreover, if the OASI earnings limit were repeatedly raised, with 


Y” out. we will be o rlad Lo 
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higher and higher earnings taxed, the incentives for private saving 
nsurance, and pension plans at any income level would be progessivel)\ 
weakened. 

So far, the OAST earnings limit has not been geared to any consid 
ered principle. When a $3,000 limit was originally set by Congress in 
1935, Congress was adopting a figure proposed by the Cabinet C om 
mittee on Economic Security. However, that committee has suggested 
the $3,000 figure, not as an earnings base for benefit purposes, but as a 
tax base and as a dividing line to separate out persons with higher 
earnings who were not to be covered by the system at all. For benefit 
determining purposes the committee had suggested a limit of $1,800. ' 
In 1950, the $3,000 figure was increased to $3,600, simply as a compro 
mise between those who favored a higher limit and those who wanted 
to retain the $8,000 limit. and we believe it is achieved with the $3.600 
maximum and the formulas we have just discussed. 

We believe that henceforth the OAST earnings base should reflect a 
definite principle or philosophy. I think it is important. Average 
full-time earnings in the United States are now just about $3,600, and 
we think the OAST earnings base should be maintained to ap proxi 
mately equal such average earnings. On this prine iple, increases in 
the $3,600 figure may be needed in the future, but no increase is called 
for now. . 

We believe the principle we propose is a sound one that will stand 
the test of time. A system designed to provide a basic floor of protec 
tion should not take account of above-average earnings. The respon 
sibility to provide protection with respect to higher-than-average earn 
ings should be met by voluntary action and initiative. 

In short, we are opposed to increasing the wage base above $3,600 at 
this time. On the benefit side, such an increase would favor people 
with above-average incomes and discriminate against the lower paid. 
On the tax side, the proposal would penalize the higher paid and their 
employers, and might lead onward to further increases tending to 
undermine the self-supporting nature of the program. The proposal 
ears no relationship to the OASI objective of providing a basic floor 
of protection for all. 

I have told you how we feel about the freeze of benefit levels. TI will 
not take up your time to read that again. We believe that the dropout 
provision takes care of the disability side just as well as it does the 
unemploved and partially unemployed. We make the point here in 
some detail and I will not take up your time with that now. 

The CHatrrmMan. Thank you. 

Mr. Caun.. There are 2 or 3 other items that I will mention and then 
I will be through. We do not believe in the lump sum death payment, 
We think that is no part of the social-security program. Wedo < to 
vou, though, 1f you choose to maintain it put a limit on it. The limit 
now is $250 or $255 but if you follow the present proposals in the bill 
that will go to $325 or more. We believe that is wrong. We would 
like to see the Congress take the word “insurance” out of the act. We 
do not believe that this is insurance as such. In America the term 
“insurance” applies to private operation, applied to insurance sold by 
nsurance companies. 

It tends to give a wrong Impression to the beneficiaries that they 

ive some vested interest or a money-back interest in the fund, and 


that we do not believe to be sound. 




























































SOCIAL SECURITY 





At AMENDMENTS 
As to section 02, which assigns to the administering officiais the 
ity of studying and making recommendations as to the most effective 
eans of providing economic security through social insurance, and 

is to legislation and matters of administrative policy, we would like 

o see that provision eliminated :-from the act. We do not believe it 
necessary. We do not find it in other leo slation relating to othe 

branches of the Government, and we believe that in the past it has 
een construed to place an obligation upon the administrators of the 

ocial-security program and a duty to think of new and various ways 
to improve the system which is no longer needed. 

We think that that has been offended to some degree in prior years 
| did not bring any documentation on that, but I can do so if you 
hoose to have it. 

I think, gentlemen, that covers our program. I say to you that th 
ife insurance business that we represent here this morning has never 
opposed social security and we do not oppose it now, but we believe 
that the proper field of social security is to provide a basic floor pro 
tection. 

Thank you very much. 

Mr. Kean (presiding). Are there any questions? 

We thank you, Mr. Call. Your whole statement will be pl Inted 
he record. 

(The statement is as follows:) 


PROVIDING A NATIONWIDE FLOOR oF BAstc PROTECTION THROUGH SocrAL SECURITY 


Statement of Asa V. Call, president Pacific Mutual Life Insurance Company, on 
ehalf of American Life Convention and Life Insurance Association of At Ct 
hefore the House Committe on Ways and Means concerning H. R. 7199 the 
proposel social security amendments of 1954, April 14, 195-4 


Mr. Chairman and members of the committee, my name is Asa V. Call: I 
am chairman of the joint committee on social security of the American Life Con 
ention and the Life Insurance Association of America This statement is 
ubmitted on behalf of the two organizations, which together represent con 
inies that underwrite over 96 percent of the life insurance in the U1 
The statement deals with the old-age and survivors insurance system (OASI 
and with the proposals for changing it incorporated in H. R. 7199 


ited States 


INTEREST OF LIFE-INSURANCE BUSINESS IN SOCIAL SECURITY 


For many years the life-insurance business—throuch individual policies, group 
nsurance, annuities, and pension plans—has furnished people with facilities t 
uuild their own security on a voluntary |! 
duals are providing a substantial measure of security for themselves and their 


asis. Currently, over 90 million ind 


milies through these means. Life-insurance protection alone now aggregates 
over $300 billion in amount 

In view of the related purposes of social security, life-insurance leaders have 
heen keenly interested in the subject ever since the original social-security legis 


ition was under study some 20 years ago. And, because of their experience 
with security plans and programs, life-insurance men have been ¢ d on for 
advice and assistance from time to time, particularly in connection with OASI 
Like a number of other groups, the life-insurance bu ess made an intensive 
study of social security during the past year, une 2 life-insurance expert 
irticipating. In the study, we sought to appraise specific proposals in terms of 
wial security fundamentals and long-range implications A digest of the fin 


prepared is attached as an appendix to this stateme 
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gs, insurance, and pension plans 
i ainst economic hazards of old age and death. The 
private savings and plans must be encouraged and their value preserved * * * 
We concur in these views. We think it is in the national interest that famili 
which have started voluntary security programs retain incentives to contir 
and to expand them, and that other families have incentives to establish s 
programs. Incidentally, it has been most heartening to us to note several rece1 
actions by the Ways and Means Committee in the field of taxation, which ind 
cate this committee likewise believes private pension plans and annuities shou 


be encouraged 


“Private and group sav * are a ] 





mary means of protection ag 


The President also said in his message that the Government should help peop! 
provide for their security, and that the OASI system is designed to do so } 
furnishing “basic nationwide protection” against the hazards of old age 
premature death. He indicated the system should help “to reduce both the fe 
and the incidence of destitution to the minimum.” Subsequently, in his Econom 
Report the President reiterated that it is incumbent on Government to hel 
establish ‘ta floor of security” for the individual 








These statements are in close accord with the generally accepted principl 
that the proper role for social security is one of providing a basie floor of pi 
tection Che life-insurance business has always believed in the soundness of tl 


principle. From the inception of the OASI program, Congress has recognized it 
Should OASIT o beyond its proper role, its costs could in pair the ability 
people to build their own security, While social benefits at too high a level co 
mpair their incentives to do so 

In his message of January 14, the President indicated that OAST is founded 
on two further principles: It is a contributory system, with both the worker and 
his employer paying OAST taxes during the individual’s years of active worl 
nd the benefits paid are related in part to the individual’s prior earnings. Wr 
also agree with these principles, We believe the OASI system should rema 
contributory, supported entirely through the payroll taxes of those covered ar 
their employers. And we believe benefits should continue to vary in relationship 

the individual's earnings This principle is not inconsistent with the basic 
floor-of-protection concept, provided the highest of the varying benefits does not 
go beyond the range of what is needed to furnish basic protection. 

These principles set forth by the President were well expressed by Secretary 
Hobby in her able presentation at the beginning of these hearings 


IMPROVING THE OASI SYSTEM 


We recognize that in some cases OAST henefits, as determined under existing 
iw, are not suflicient to furnish a basic floor of protection. Usually these are 
ises where coverage under the system has not been continuous, or where bene 
fits reflect irregular or part-time earnings Several proposals in H. R. 7199 
would operate to increase henefits in such cases, and hence would increase the 
effectiveness of OAST in furnishing basic protection. 

Specifically, the broad extension of coverage and the dropout in the avera 





mthivy wage computation would relate the OAST benefits more closely to tl 
ndividual’s normal wages The revised conversion table would assure a mil 
m increase in all old-age benefits, while the changes proposed in the retire 
ent test—or work clause—would operate indirectly to help OAST assure bas 
protection Isl ild like to comment on each of these proposals 
Coreradge extension Under existing circumstances, we b lieve the proposal TO 
extend OAST coverage to about 10 million additional people is sound in prit 


ciple The effectiveness of OAST is impaired if large numbers of persons are 
continually moving in and out of coverage as they change from job to job 
Broad coverage extension ill mean an increase in benefits for all whose 
erage Wages are depressed by periods of employment or self-employment in jobs 
at present not covered, For example, in the case of a husband who earns $150 
} 


onth,. but who is covered only half time, the monthly benefits for the retired 


couple will be $60 under existing law But if all his employment is covered, the 

ouple’s prospective retirement benefits will increase by about 50 percent to 
$93.80. Millions of potential OASI beneficiaries are in this general situatior 
and for many of them the increase in benefits coming from the extension of co 


erage will be as much as 50 percent or more 
The dropout proposal Under the dropout proposal up to 4 vears of 
earnings or of no earnings would be omitted in determining the individual’s 


average monthly wage—from which his benefits are computed. The proposal 


1 + 


lowest 
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flects the thought that limited periods of nonrepresentative earnings s d 
not operate to reduce potential benefits We agree ith be 1 thie obj tive 
this proposal and the proposed method of achieving the objective 
The dropout proposal will result in substantial benefit increases for any 
people. For example, in the case of a $300-a-month man retiril n 1957, with 
{ prior years of no earnings, the monthly benefits (for the an and his fe) 
id go up from about $80 to as much as $127.50. Had his normal earnings 
heen at a rate of $150 a month, the increase might be f n $45 SUG.SO0 
Those whose wage records are irregular because of part-time employment n 
oyment, sickness, disability, or retirement prior to reaching age 65 | be 
ong those deriving most advantage from the dropout proposa While the 
roposal will be of much continuing value, it will be of special value for the 
next few years. For the near future, the dropout period w epresent a par- 
ularly large proportion of the elapsing time since 1950, over hich average 
vages and benefits are computed 
The new conversion table It would not be practical from at Iministrative 
indpoint to apply the dropout proposal retroactively to those already o1 e 
neficiary rolls. For such persons, H. R. 7199 proposes a ( d f 
ble that would operate to increase all present d-age be fits b t least S5 
month. As one consequence, the min ll monthiy old benefit would 
increased from $25 to $380. Those coming on the 1 e future could 
ve either the $5 benefit increase « the ne conversion e, or the enefi I 
he 4-year dropout, whichever is g ter it not bot! 
This proposed liberalization in the conversion table offer il f s 
f avoiding discrimination against either those already or net ry re 5 
th se coming on the rolls n h ture the ellect it Ss iad " ( LLL At d, 
e to guarantee that the dropout proposal will be we 1 at least $5 a 
all old-age beneficiaries 
The work clause We believe that a irement test ¢ w k clause is essen- 
to the sound operation of OASI as a retil ent prog! The ¢ gy 
irk clause, however, is inflexible and ineq ible in I ‘ He ‘ 
ve agree with the general purposes of the proposals H. R. 7190 for pt g 
e work clause 
We do believe, however, that the proposals in H. R. 7199 d be | 
some respects In particular, w hink the ork « Ist ld t SOOO 
her than $1,000, but that the scale for withholding benefit wove that level 
ght be less stringent than proposed in the bil rhese eas are explained 
reater detail in the attached digest of our 1 rt 
Collectively, the four proposals I have been diss ng rea a the 
ilue of the OASI system as a means of furnisl Sa oe i p Lol 
new conversion table \ rense oi i ene = by east SF a 
month Coverage extension and the dropout provisi \ I de much 
greater increases In many 1 itive mw ber : { ( { ne 
he possibilities for supplementing bene t igh | ‘ 
ill be broadened Yet none of the proposals will era I maximum 
enefits beyond the range of basic protec ! 
COMPUTA ( AS 
Once the individual’s average monthly wage is deter ed, | nt} old 
ge benefit is computed under the present OASI law Ss bo percent of f 
$100 of such wages plus 15 percent of t next $20 The for a does not 
ike account of average wages in excess of S300 a mon 
H. R. 7199 would change the computation formu om percent of the 
S110 of average wages plus 20 percent of erage wove SILO. We 
opposed to these changes in the formula Chey are entire t fi é 
proposed dropout—which we favo that will have perate rense h 


average monthly wage. 
The proposed computation formula would favor persons with relatively high 





iverage monthly wages In case the average wage is $100 or below, the month 
enefits for the husband and wife would remain unchanged If the ave 
wage is $200, the couple’s benefits would increase from $105 to $117.80. If the 
average wage is $300, the couple’s benefits would increase from $127.50 to $147.80 
Thus, the proposed changes in the benefit-computation formula would mean no 
gain at the $100-a-month level; they would increase the couple’s benefits by 
$12.80 at the $200 level; and they would increase the couple’s benefits by $20.30 
at the $300 level. At the $350 wage level, as I will discuss later on in conne« 
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tion with the proposed wage-base increase to $4,200, the benefit increase would 
be $35.30—almost 3 times the increase provided at the $200 level. These changes 
are illustrated by the chart on the following page 

We believe these proposed benefit increases should be appraised in relation 
to OASI’s proper purpose of providing a basic floor of protection on which 
additional protection may be built through voluntary effort. The proposed bene 
fit increases violate this principle. The proposed changes tend to equalize the 
percentage relationship of benefits to average wages as between the higher pa 
and lower paid, but such an equalization is neither necessary nor desirable in a 
social benefit program 

Benefits in relation to living costs In 1949-50, Congress carefully studied 
social security, holding extensive hearings. The resulting 1950 amendments 
contained a new liberalized benefit formula A full-time employee at typica 
wages, at the time of the 1950 formula’s adoption, could expect to qualify f 
benefits about 150 percent greater than a similar employee could have expected 
at the time the previous 1939 formula was adopted. Consumers’ prices, however, 
had gone up only about 75 percent over the 11-year period 

In the 2 vears following the adoption of the 1950 amendments, there was a 
further increase in consumers’ prices of a little more than 10 percent Congress 
thereupon, by the 1952 amendments, again liberalized the benefit formula. The 
benefit-formula increase was such that the prospective benefits for a typical 
full-time wage earner were increased a little more than enough to offset the 
price increase between 1950 and 1952 

Since 1952 prospective benefits for a typical wage earner have increased some 
6 percent as a result of increases in average wages. In contrast, consumers’ 
prices have advanced by less than 1 percent during the period since the 1952 
amendments were decided upon 

If wage rates continue to move upward, relative to consumer prices, pro 
spective benefits for those under OAST will continue to increase in amount and 
purchasing power without further change in the benefit-formula percentages 
With coverage extension, a dropout provision, and the $5 benefit increase in the 
new conversion table, there will be an additional increase in the adequacy of 
prospective benefits 

If employment and wage rates should temporarily decline in the future, the 
dropout provision would prevent any appreciable decline in prospective benefits 
for most wage earners. In fact, any price decline accompanying a decline 
wages would operate to increase benefit adequacy relative to living costs. 

\ nall, in view of prevailing wage rates and consumers’ prices, the OASI 
system now offers more adequate benefits than it ever did at any time in the past 
Benefits will be still more adequate in the future, without any increase in the 
benefit-formula percentages 

Resources of OAST beneficiaries Many ©OASIT beneficiaries have some i me 
or other resources in addition to their benefits Such resources should be 
taken into account in determining whether another liberalization of the benefit 
formula percentages is needed now. Moreover, these resources are undoubted! 
greatest among those whose earnings have been at relatively high levels—that is, 
those for whom the proposed liberalizations in the formula percentages are 
intended 

One resource of persons who retire is home ownership Between one-half 
and two-thirds of all aged beneficiaries are homeowners Also, many bhenefici 
aries supplement their benefits through part-time or occasional employment 
Many receive veterans’ benefits or benefits from a private or Government pension 
plar \ great many have some savings, life insurance proceeds, or similar assets 
or income to draw on 

In recent years, the percentage of persons retiring with private income and re 

rces has been rapidly increasing Private pension plans, home ownership, and 

ings bank deposits have been increasi! at a very rapid rate And it is 
ire OAST beneficiaries with these greater resources, rather than those 

e on the beneficiary rolls in the past, who would chiefly be affected by the 
mosed changes in the benefit-formula percentages 

OSAT beneficiaries receiving old-age assistance.—A practical measure of the 
eneral adequacy of OASI benefits is afforded by the percentage of beneficiarie 
who qualify for old-age assistance Despite the very liberal definition of 
“need” employed in many State programs, only about 11 percent of aged bene 
ficiaries under OAST are now on the old-age assistance rolls. The percentage 
so qualifying doubtless will decrease in the future, particularly if OASI cover 
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age is extended, the dropout proposal 
liberalized. 

Even more important is the fact that those 
ments in addition to their OASI benefits are | 
are relatively low. Persons receiving benefits 
scale rarely need to have them ipplemented 
it is this latter group, I should stress again, fe 
the OASI benefit formula are intended 

Because of these considerations I have mentioned, > are mvinced that the 
proposed increases in the OASI benefit-for! a not just 
in terms of the fundamental purposes of OASI 


t 


creases would be to benefit those at re 


stifi e 


greatest opportunity to provide for their ow 

the QASI system would be dep irting from its proper 
tection. It would be moving into 

sion plans and family savings and 


In addition to the benefit 
{further benefit increases for person 
These further increases would result om the proposal D 
OASI earnings and tax base from $3,600 to $4,200. If t prior annual earnings 
had averaged $4,200 or more, the aged couple would e the following double 
increase in bencfits—from $127.50 to $147.80 on earn up to $38,600 plus $15 
more to $162.80, as a result of t! 
benefits would be increased by 
vided as the entire benefit of an age 
The increase from $3,600 to 54.200 we d not affect the benefi of those 
$300 a month or below. 

No increase in the $3,600 annual earnings and t: ise n ssary to raise 
benefits at the top end of the scale For example, maximum benefits were 
increased by the 1952 amendments, without raising the $5,600 figure AS we see 
it, the real question about the wage-base limit can be stated this way: What 


kind of earnings should be required in order to qualify for maximum benefits 
We believe this level should be one the average or typical pers« hie 


To propose that, as the individual's earnings reach hig] 


his OASI taxes an 
some reasonable limits on both, is to confu 
rity program with the desirable goal of 
approach were followed, the top OASI bet 
needed to furnish a basic layer of tect 
limit were repeatedly raised, with highe1 
tives for private savings, insurance, and pensiol 
be progressively weakened 
So far, the OANSI earnings limit has not been geared 
ciple. When a $3,000 limit Was originally set by Cong 
adopting a figure proposed by the Cabinet Committee 
However, that committee has suggested the $3,000 fig 
hbase for benefit purposes, but as a tax base 
out persons with higher earnings who were not 
For benefit-determining purposes the committee 
In 1950, the $3,000 figure was increased to $3,600 
those who favored a higher limit and those wl 
limit. 
We believe that henceforth the OASI earning 
principle or philosophy I think it is import 
in the United States are now just about $35,600, and 
hase should be maintained to approximately eq 
this principle, increases in the $5,600 figure may 
increase is called for now 
We believe the principle we propose is a soun \ 1 th 
time. A system designed to provide a basic floor of protection should not take 
account of above-average earnings. The responsibility to provide protection with 
respect to higher-than-average earnings should be met by voluntary action and 
initiative. 


d benefits should correspondingly go h 
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r the wage base above 83,600 at this time. 
penenit s » SUCD increase would favor people with above-average 
es and discriminate against the lower paid On the tax side, the proposal 
penalize the gher paid and their employers, and might lead onward to 
nereases tending to undermine the self-supporting nature pro 
The proposal bears no relationship to the OASI objective 
floor of protection l 


DISABILITY “FREI ’ PROPOSAL 


incorporated in H. R. 7199 would “freeze” the OASI benefit 
ms during periods of total disability in excess of 6 months, pro 


» individual met certain special eligibility requirements. This proposal 


} t 


ly involves medical examinations and adjudications. 
insurance business recognizes the desirability of “freezing” for reason- 
ds, the OASI benefit expectancies of people involuntarily absent from 
ed work. The maintenance of potential benefits in such cases is consistent 
th the floor-of-protection concept. In our opinion, a benefit “freeze” is appro 
priate whether the work absence is due to unemployment, sickness, disability, 
similar cause. We believe that a “dropout” provision, such as contained in 
H. R. 7199, can be used to solve the overall problem, including the particular 
problem of total disability. 

The proposed 4-year “dropout” period is long enough to provide substantial 
; cases of disability other than those extending over the major por- 
idual’s working lifetime. However, in such cases, where the 
had only a short period of covered employment preceding the 
permanent and total disability, his wage record would not be suitable 

ning his retirement benefits many years later 
ons where OASI benetit levels should be maintained are those in which 
he individual does not remain unemployed or disabled for many years prior 
ie ‘earlier death In most of these cases, the proposed 4-year “dropout” 


reasonable relief against significant lowering of benefit levels. 


irance company statistics show that only about one-third of the individuals 


main totally disabled for more than 6 months are still disabled 4 years 
few persons are disabled continuously for many years. More 
tr that rehabilitation can overcome the economic 

proportion of cases. The effectiveness of 


pected to increase ) ie additional support lich 


Oposes TI 
ars, and 1 


be relatively small 


dual wi ngs of $250 per month, who entered the system in 1951 
31, who was disabled from ages 40 to 50, and who then was rehabilitated 
orked until age 65, would lose only about $7.50 a month in benefits under 

law, if amended to provide for a 4-year “dropout” period 
‘ve the dropout approach, protecting the 
but also of others absent from coverage, is far preferable 


benefit expectancies 


of 1e te disabled 
to the cumbersome medical-adjudication approach, that would be helpful only in 
eases of total disability If the 4-year dropout period proves inadequate in the 
future, it might reasonably be lengthened to a moderate extent 

In any case, the dropout approach would be consistent with present OASIT 
procedures, while injecting medical adjudications into the system would repre- 
t a radical departure. The present OASI law does not call for any consider- 
tion of medical issues or any other issues that cannot be settled accurately and 
hjectively We know from experience that adjudicating total disability claims 

administratively expensive and often results in disagreements and other diffi 
ulties particularly undesirable in a Federal system like OAST. 

In short, we believe the medical-adjudication approach is undesirable and un- 
necessary. The automatic dropout alternative is feasible, simple, and inexpen- 


sive to apply. 


' 
l 


OTHER COMMENTS AND SUGGESTIONS 


The foregoing covers the main thoughts we wish to bring to the committee's 
attention. However, there are four other points I would like to discuss briefly. 
Lump-sum death payments.—The first of these points concerns the lump-sum 
death payments under OASIT, which at present range up to $255, and which are 
paid toward meeting burial expenses whenever a person with “insured status” 
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The life-insurance organizations which I represent have never opposed social 
security They are not opposed to it now. However, we firmly believe that the 
proper field of social security is to provide a basic floor of protection. Carried 
beyond such limits, it could easily become an economic hazard and perform an 
actual social disservice. It will constitute an economic hazard if it results in an 
overburdensome taxation of the productive process in an economy which de 
pends upon productivity for dynamic quality. It will result in an actual social 
disservice if it encourages the citizenry to look to the Government instead of 
themselves for the principal part of their personal security and if it impairs the 
usefulness of private life insurance in the United States 


APPENDIx—LIFE INSURANCE REPORT ON SocraAL Security * 


Having a social-security structure that is sound and well balanced is of im- 
mense importance to the Nation generally and to life-insurance policyholders 
in particular. With this thought in mind, and with the assistance of a number 
of subcommittees, the joint committee has been engaged throughout most of this 
vear in developing and clarifying the viewpoint of the life-insurance business on 
current issues in social security. The undertaking has now been completed, and 
this report presents the resulting recommendations. 

At present, the United States follows a dual approach to social security: 
There is first the Federal old-age survivors insurance system (OASI); while 
supplementing it are four Federal-State public-assistance (or means-test) pro- 
grams. Of the latter, old-age assistance (OAA) is by far the most important 
and most costly. 

The committee has carefully weighed the present dual approach to social se- 
curity against two alternative approaches: (1) A Federal system of paying a 
uniform benefit to every nonemployed person beyond a specified retirement age; 
(2) a Federal system of making monthly payments to the aged on an exclusive 
means-test basis. Under either of these alternative approaches, the Federal 
grants to States for OAA would be discontinued. 

The committee reached the conclusion that a changeover from the present ap- 
proach—which has been followed for more than 15 years—to either of these al 
ternatives would be quite impractical. Indeed, the committee is not convinced 
that either a flat-benefit system or a means-test system would be preferable to the 
present approach, even if the Nation were adopting a social-security program for 
the first time. Consequently, the recommendations in this report relate to the 
existing dual approach to social security. 

In the United States, the various social-security laws have been broadened 
again and again. Undoubtedly, vigorous future efforts to further liberalize and 
expand social security in this country will be made. Should they succeed, over- 
liberalization and overexpansion of the system could well result, and might be 
carried to a point decidedly harmful to the American economy and the national 
character in general, and to voluntary insurance in particular. 

Proposals to amend social security should be tested in terms of the concept 
that benefits should not go beyond what is needed to furnish a basic floor of 
protection against want. This concept, however, is not inconsistent with the 
principle of benefits varying within limits so as to bear some relationship to 
the individual’s previous average earnings. 


DISCUSSION OF RECOMMENDATIONS 


This section explains and discusses the committee's concrete recommenda- 
tions for change in the Federal social-security legislation. 


1. OAST coverage extension 


From the inception of OASI, it has been contemplated that the system will 
ultimately cover everyone. The efficiency of the system is impaired if large 
numbers of persons are continually moving in and out of coverage as they change 
from job to job. 

Over the years OASI coverage has been extended to additional groups from 
time to time. However, large areas of employment and self-employment still re- 
main outside the system. As a matter of principle, the committee believes the 
system’s coverage should be extended to all employment and self-employment re- 


* Condensation of report by Joint Committee on Social Security presented to the govern 
ing bodies of the American Life Convention and the Life Insurance Association of America, 


7 


November 27, 1953, and approved by them 
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maining excluded. Nevertheless, it must be recognized that at no time has OASI 
coverage been broadened by Congress to take in any group against the wishes of 
the group. 


2, OAST financing 

The committee favors the incorporation in the OASI legislation of an : 
matic tax-rate formula designed to maintain the OASI trust fund at about 
present level. As for the desirability of this general aim, the main point is tl 
further increase in the trust fund would accomplish no useful purpose. 
fund is already more than adequate as a contingency reserve. However, 
actuarial reserve would eall for over $200 billion in the fund at this time 

A suitable amendment to accomplish the committee’s objective could be 
drawn up in a variety of ways. However, the central idea of such an amend 
ment should be to provide a formula under which the OASI tax rates would 
automatically go up or down by small increments when and to the extent neces 
sary to equalize OASTI income and outgo 


3. Discontinuance of OAST lump sums 


At present under OASI, a lump sum ranging up to $255 is paid whenever a 
person insured by the program dies. The provisions under which the lump sunrs 
are payable are traceable to an unsound money-back concept in the original 
Social Security Act, which has no proper place in the progran In the com 
mittee’s opinion, the lump sum provisions should be repealed 

A very large proportion of those covered by OASI make provisions for their 
funeral and other expenses of death through private, voluntary action in a great 
variety of ways, such as savings accounts, Government bond purchases, and life- 
insurance policies, both individual and group. Any effort on the part of Govern 
ment to provide for a contingency which can so effectively be met by individual 
and group efforts is unnecessary and diverts funds from the primary purposes of 
OASIT. 


L 


j. Noneoverage under OANSI due to disability, unemployment, or other cause 


Under the present OASI method of determining the i: idual’s average 
monthly wage, periods of noncoverage and of especially loy irnings are taken 
into account along with periods of regular coverage and earning As a result 
the “average monthly wage” is depressed, and the benetits payable are corr¢ 
spondingly reduced in amount. Probably the chief reasons for such periods of 
low earnings or noncoverage are disability, unemployment, and employment in 
a job prior to an extension of OASI coverage to that job 

The committee believes it would be reasonable and desirable to exclude a 
limited period of low earnings or noncoverage from the average monthly wage 
computation. To do so would avoid penalizing many persons because of circum 
stances beyond their control, and hence would remove a cause of persistent dis 
satisfaction. There is a wide range of possibilities for framing a specific 
amendment that would solve the problem satisfactorily 


5. Work-clause amendments 


In the original Social Security Act; the OASI work clause operated to prevent 
the payment of the monthly benefit for any month in which the beneficiary or 
wage earner earned over $14.99 in employment covered by the system By 
subsequent amendment the figure of $14.99 was increased to $50, and then to 
the present figure of $75. A similar work clause—but based on an annua 
figure of $900—applies to self-employment. Neither work clause applies to earn- 
ings not covered by OASI. 

The committee believes that some work clause—serving as a test of retirement 
on which benefits are conditioned—should certainly be retained in the OASI 
system. Among other reasons, a work clause is essential to avoid the huge 
costs—increasing year by year—that would come from paying unneeded benefits 
to millions of persons with regular earnings 

The committee realizes that the operation of the present work clause probably 
occasions more dissatisfaction than any other single aspect of the OASI system 
It penalizes the individual with covered earnings sligl over the permitte 
amount by denying him benefits of much greater value, while another individual 
with earnings not covered by the system is not penalized at all regardless of the 
amount of his earnings. It consequently seems essential that the work clause 
be placed on a more equitable basis. 

a. Applying work clause to all employment and self-employment.—As a first 
step to improve the work clause, the committee recommends that it be made 
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The committee consequently recommends that 


difficult budgetary problem 

Federal grants be discontinued gradually 
1) P ively reducing the Federal matching percentages 
ecommends the incorporation in the Federal OAA legislation of 


which would gradually reduce the Federal matching percentage 


Specifically, 


a period of vears 


\t present, the Federal OAA grant legislation offers (A) $4 to the State for 


each $1 the State puts up, up to a combined total of $25 per month per recipient, 
plus (B) $1 for each additional $1 the State puts up, up to a combined total of 
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taking account of such benefits It should be emphasized that for many years 
to come OASI benefits will be largely gratuitous, and hence may reasonably be 
offset against the Federal OAA grants. 

As an example of what the committee has in mind, the OAA grant provision 
applying to OASI beneficiaries might simply offer equal matching, with the 
Federal share not to exceed $15 a month for each such person. An amendment 

ffect passed the Senate in 1950, but was e liminated in the Senate-House 
erence Committee on the then-pending bill, H. R. 6000 


DISCUSSION OF PROPOSALS NOT RECOMMED® 


This section explains and discusses proposals which the committee considers 


unsound or otherwise undesirable 
] idding new OAST benefit tupes 
In the committec opinion, no new types of benef iould be added to OASIT 
In particular, the committee believes that cash benefits for permanent and total 
disability and disability “freeze” benefits would be undesirable 
1) Permanent and total disabilit The life-insurance business on a number 
of occasions has counseled against the addition of so-called “permanent and 
disability benefits to the OASI syste! The cost of such benefits would be 
gh and unpredictable In case of depression, they would tend to become un 
employment benefits for persons with physical impairments. Moreover, a Gov 
ernment system would have great difficulty in maintaining uniform and proper 
standards in adjudicating disability 
Actually, recovery and rehabilitation should be the primary objectives in deal 
with disability : and the disabled individual should have adequate motivation 
seek to restore his earning capacity. The presence of cash benefits available 
asa matter of right can seriously weaken such motivation, particularly when the 
benefits are payable for relatively long periods of time 
State public-assistance programs afford the best means of protecting the dis 
abled against want Payments based on a means test are more flexible than pay 
ts based on right, and can be effectively harmonized with a rehabilitation 


(b) Disability “freeze” benefits —The idea that persons with OASI coverage 
hould have what amounts to a “freeze” of their benefit expectancies during 
periods of disability has been repeatedly advocated in recent vears. As a matter 
of fact, a temporary and inoperative provision of this sort was incorporated in 
the Social Security Amendments of 1952 

In the committee’s opinion, there is no valid reason why OAST benefits should 
be protected against noncoverage due to disability any more than against non 

verage due to unemployment or other reasons The broader objective of pro 

ting against limited periods of low earnings or noncoverage regardless of the 

‘ason is reflected in the committee’s positive recommendation No. 4. 

[It may be added that a disability “freeze” provision would necessarily require 

he creation of administrative machinery for adjudicating the fact of disability. 
The cost of maintaining such machinery would be large compared to the value 
of the benefits provided through it. And the existence of the machinery would 
ea direct argument for cash disability benefits. 

». Increasing the amount of the present OASTI work-clause base 

As indicated in the earlier discussion of the OASI work clause, the committee 
opposes all of the numerous proposals to increase the monthly work-clause base 
from $75 monthly (or $900 annually) to some higher amount, although it favors 
such liberalization of the work clause as may be involved in placing it on a 
sliding-scale basis. 

Increasing the $3.600 OASI tar and benefit base 

The original annual wage limit of $3.000 for tax and benefit purposes under 
OASI was increased to $3.600 by the 1950 amendments, and recurrent proposals 
are made to increase this limit again. The committee is particularly opposed 
to all such proposals. 

To increase the $3,600 limit would not add to the benefits of persons earning 
$3,600 a year or less, and hence would be of little value in serving to provide 
a basic floor of protection. The increased benefits would go only to persons 
earning more than $3,600—with annual earnings up to $10,000, $25,000, or even 
higher. Repeatedly increasing the tax and benefit limit wotud tend to convert 
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QASI into a sort of national pension plan, ould gradually 
voluntary pension plans and other forms of I 
4. Increasing the OANT benefit level 
The central question about benefits, of course, is what should be benefit lev« 
be? As mentioned, the committee believes that benefits should not go beyond 
hat is needed to furnish a basic floor of protection against want. More 
fically, the committee believes that benefits, as determined under the ex 
benefit formula are adequate to provide such a basic floor 
5. Further liberalizing of the Federal OAA grant formula 
The earlier discussion of public-assistance recommendatio 
that, in the committee’s opinion, there is no need what 
liberalization in the Federal provisions governing grants 
The committee recommends that all such proposals be opposed 


SIONS 


The committee has sought to take a long-range \ 
recommendations Nevertheless, they ill need to be 
time. Changing economic conditions, changing public 
tions made in the social-security legislation itself are an 
reexaminations necessary. 

The committee hopes that life-insurance leaders will cont 
attention to the subject of socia curity and will participate in fu 
inations Having a sound, well-balanced social-Security structure i 
importance to the Nation generally and to life-insurance po 
particular 


Mr. Kean. The next witness is Mr. Albert Lint 


nice to see you here, Mr. Linton. 


STATEMENT OF M. ALBERT LINTON, CHAIRMAN OF THE BOARD, 
PROVIDENT MUTUAL LIFE INSURANCE CO. OF PHILADELPHIA 


Mr. Linron. Thank you. My name is M. Albert Linton, chairman 
of the board of the Provident Mutual Life Insurance Co., of Phila 
delphia. First 1 want to express very sincere appreciation for your 


allowing me to appear as an individual who is tremendously inte 
ested in this subject since the 1930’s. I had the privilege of sery hg 
on both advisory councils and have been intensely interested in the 
subject ever since. 

In view of what Mr. Call has said about benefits, I do not care to 
go over them, letting what I have here stand in the record. 1 am 
concerned about costs, and if you feel that it is necess iry to make an 
increase in benefits I would hope that it might be possible to hold 
the maximum benefits for an aged couple to $150 instead of going to 
the higher figure in the bill. Of course, that would mean the indi 
Vik ual would vo to S100. 

Chere are several ways in which that could be accomplished and 
I would suggest that the problem be referred to vour technical ad 
visers for help in solving it. It might be also well to look into this 
matter of the 80-percent overall limit on family benefits because that 


might cause some difficulty at the lower income levels. 


I also point out that the raising of the earnings and benefits base 
only benefits those who have wages above the $3,600 level and gives 
them a double increase. 

‘Tie work clause, as I know you are very well aware, is another 
phase of the program needing attention. At present the all-or-none 
principle is wrong and works injustice in countless instances. It just 
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does not make sense that the earning of a S81 more than the S75 per 
mitted should cause the loss of benefits far exceedii @ STD. I feel 
when you go to a yearly basis that raising the earnings limit to $1,000 
S appropriate, However, I do not like the provision that for eacl 
SSO or fraction above $1,000 a month's benefit will be cut out. 

I am sure that can be replaced by something very much better. It 
IS an WMprovement, oby ously, over the present law, but it does seem 
to me that when earnings from S1 to $80 in excess of $1,000 could 
cause the loss of benefits which in the case of an aged couple night 
go to $127.50, or more, if the figure should be raised, it too closely 
resembles the preset! tf arrangement. | feel that the provision should 
be changed so that the earning of a given sum would not cut off bene 
fits of a larger amount. 

I recommend that this be referred to your technical advisers al 
because I am convinced that they can find a method by which that 
could be done, I guess you will probably a 


ree there is no feature 


0 
of the present program which has caused more difficulty and more 
public eriticism than this all-or-none feature of the work clause. 

lf am sure that Cengress will be widely applauded if it adopts a 
plan under which sums earned in excess of $1,000 would result in a 
benefit reduction of no more than the amount earned. I certa nly 
hope that can be done. I am sure you cal find a way to do it. 

lam very much favor of the extension of coverage. 

Mr lORAND Before this vel tleman starts on the extension of the 
overage I wonder if I could ask him a question. 

The CuatrmMan. Mr. Forand will inquire. 

Mr. Foranp. Regarding the work clause, you perhaps know I am 

e of those who opposed the work clause completely I want it 


restion vou just uivanced 


« 


minated. However, in view of the sug 
1 


what would you think of the idea, say, for every extra dollar earned 
a 50-cent cut be made, that is, put it on a 50 percent basis? 

Mr. Linton. There are various combinatio1 s of that kind. | sup 
pose that there might be some benefit in having a little differential 
os, but not to benefits. 
However, I should think that perhaps 50 cents and a dollar might 
be just a little strong. It would add considerably, I think, to the 
cost. but that ought to be looked into. You are going along in the 
rioht line, it seems to me, but whether I would go that far is another 
matter 

Mr. Foranp. I think the gentleman has given so much thought to 

}|s— ind ] know he ha and | commend him for it—11 he could work 


because Income taxes are applicable to earnin 


out some sugeestion ot his own that he could submit to t] e committee 
at some later date it would be appreciated because I am vitally 
nterested in this and I would appre inate the benefit of the gentleman’s 
th nkinge. 
Mr. Linton. Thank von. ir. I will give some thought to that. 
The Cuamman. If you will do that, it will be made a part of the 
record. 


The information supplied later Is as follow Ss: 


IMPROVEMENT OF THE WORK CLAUSI 


Here is one possible simple way of providing that OAST benefits would not 
be reduced by more than the amount earned in excess of the proposed $1,000 
exemption 
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PROVIDENT MUTUAL LIFE INSURANCE Co. OF PI 
Philadelpl 
Re Improvement of Work Clause 
Hon, DANreL A. REED, 
House office Building, Washington, D. C. 

DEAR CONGRESSMAN REED: * * * The broad princi it i 
Whose benefits had been reduced by more than he had e é n excess of S1L000 
would apply at the end of the year for a lump-sum 
pose a Man in receipt of OASI benelits of $12 
Wife had earned $1,400 in a ye 
excess about $1,000 would have 


iual 


that event the worker would 
f 


roved upon establishment 
and sound objection to tl 
would be removed As 
income by working 


As a practical matt 
Which it would not be 
That however is : 

In connection wit 
of income tax Whereas ea I 
tant a matter because of tl additional $600 ¢ 
65 or ovel Where both a man and 
exemption is $2,400. For this reason 
the procedure by providing that for 
celed the amount of earned income 
such as 10 or 20 percent LT mentior 
raised by Mr, Forand, 

Mr. Linron. Thank you. I am in favor 
At times I am a little doubtful about wl 
head of some of these organizations sp ak 
they say that they do not want to be in. 

We had a somewhat similar situation in the 
At first the leaders of their national orga 
bringing agents in. Then they heard fro 
agents are now in. 

I now come to a subject which certainly has 
considerable cliscussion. It is a matter whi 
sented as something for careful study 4 years ago, 
before the Senate Finance Committee. It arose 
plation oft the very small taxes required to becol 
benefits as embodied in the then proposed leg 
vision had been recommended by the Advisory Co 
favor of it. However. with so thin a ad vid hg ( 
who were covered and those who were not covered I felt 
It is very interesting that Senator Taft, whose loss we so tre1 
deplore, was much concerned about that, too. In a speecl 
Senate on June 14, 1950, he expressed his concer! abo 
dividing line between the covered and the uncovered. I will 
on that in just a little while. 

As time has gone on | h ive been cle¢ ply Col cerned for this group, 
especially as I have seen what has been done for persons under OASI 
who have qualified for benefits and then have had successive increases 
without any additional contributions on their part and without any 
evidence whatever of need. 

It seems to me that this is a matter which needs very serious con- 
sideration. 

What is wrong with the present program, as Congressman Curtis, 
who I understand is in Nebraska today, chairman of your subeommit- 
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tee to study the subject, has so well pointed out, is the discriminatior 
that have been imposed upon large numbers of our people who have 
crown old with no recognition of their past service credits. Just as 
industry recognizes past service credits, so in a broad way, it seems to 
me the United States Government as a whole should recognize the past 
services, so to speak, of all of its citizens. 

There are many who could not qualify for OASI, as you know. The 
reasons are specified here. We could not bring all the groups in. We 
had to experiment because obviously we did not know at the start 
whether certain groups could be covered; but in the experimentation 
we left out a lot. They were left on the wrong side of the tracks. 

These increased benefits to those who have started to receive bens 
fits are entirely gratuitous. We did not ask for any additional contri 
butions and we did not require proof of need. Takethe 3 increases, the 
2 of 1950 and 1952 and the 1 proposed for this year. The present value 
of their costs comes to $11.8 billion. 

Those who receive the increases were just lucky enough to have been 
in the OASI system long enough to qualify. My statement points out 
that a person who was receiving the maximum of $45.60 per month 
prior to the 1950 amendments. would be raised under this plan by $33 
Yet if it is proposed that we should do something like that for those 
who have not been in the system they say it is going to wreck the plan 
I just cannot see it that way. 

Of course, for those who are outside we have provided old-age as 
sistance payments, and some half of them roughly are in that plan 
However, as set forth in my prepared statement we should do much 
more for the unprotected retired aged. In construing “unprotected” 
I would take into account retirement benefits paid for by the Federal 
Government. 

Congressman Curtis has made a suggestion about an additional $600 
income-tax exemption for aged persons receiving the minimum OASI 
benefits. If we should extend these minimum OASIT benefits, and I 
am talking now about minimum benefits, to the present unprotected 
retired aged, it would be analogous to what Congress did when it set 
up the Railroad Retirement Act. At that time the railroad workers 
already retired were taken into the system although they had never 
contributed a cent to it. 

Their pensions were paid out of the current contributions of the 
system. It was a sound transition plan which did no violence to 
the contributory principle as applied in social Insurance and it cet 
tainly did not wreck the railroad retirement program. 

Then there is a statement in the testimony about costs. 

Then we come to the social insurance principle that is entirely 
proper to pay large benefits to those who are relatively old at the 
start in return for very small taxes. This is a transition plan and 
each year this anomoly will TOW less and less as the older people 
co off the scene. 

If we should adopt a program of this kind it would do several help 
ful things. First, the income and outgo of the OASI system would 
come into approximate balance. That would check the increases in 
the reserve fund which is now about $19 billion. It seems to me that 
under present conditions that is as large a fund as we need. However, 
I certainly am not in favor of any dissipation of this fund. We may 
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need to cash in on it sometime later on by selling some of the bonds 
in the open market. 

Then there is a statement section in the testimony about the effect 
of this plan on the old-age assistance program, which because of the 
shortness of time I will not read. 

There is another thing. If we should bring the income and outgo 
of OASI into approximate balance, I believe it would be sound from 
the point of view of the national economy. In pel iods when there 
danger of deflation it is helpful to put practically all of the OASI 
tax receipts back into the consuming stream rather than to have a sub 
stantial excess to be invested in Government bonds. 

In periods of inflation there are better ways, I think, of keeping the 
economy in check than by having such an excess to invest in a similar 
manner. ‘The goal of social-insurance taxes for social-insurance pul 
poses is most likely, I believe, to be successfully achieved over the 
years by having the income and outgo in substantial equilibrium wit! 
a small margin only to provide a contingency reserve. 

Next ] discuss possible pressures to Increase the minimum Kederal 
benefit. And now I would like to introduce a paragraph from Sena 
tor Taft’s speech of June 14, 1950, previously referred to. I regret 
not having time to quote more of the address: 

I personally, at the moment, should be inclined to favor a flat minimum and 
then bave an increased benefit as people have paid taxe ing their life 
as they have earned money during the 10 vears prior to the t » they retired 
Under that rule there would be some relation to the amount pai ! I think 
some relation should be recognized 


roveste d. 


( 


That certainly is very close to what is here being s 


Another thing, I do not feel that it is right that the Federal money 


for old age protection should be oral ted on the basis of a means test. 
These means tests, as you know, vary greatly state by State. Itseems 
to me that a Federal minimum of $35 a month would be reasonable 
without a means test and then the States would continue to add su 
amounts as they feel would be proper under local condition 

What would this cost ? 

It would probably cost, if we brought in all of the 4,800,000 unpro 
tected aged at $35 a month, about Sv billion a vear under the OASI 
plant. At the same time about $900 million would be removed from 
the general budget on account of old-age assistance. 3; ] have me 
tioned before, it Is a transition plan and as the 1 I ted retire 
aged gO off the scene the out lay would be reduc ed. 

About 83 percent are already aged 70 and over and about 55 percent 
are already 75. Fifteen years hence the cost for them will be neg 
ligible. 

I have a section in the testimony relating to s ifeo 
fund and Suggest a plan there which, it eel LO 
consideration. 

Finally, when you believe thoroughly in a project the thoug 
half a loaf is not very pleasant; but half a loaf is sometimes the way 
to make progress. For example, if it is felt that bringing in all of 
those 6D and over would be too expensive at the present time, pel haps 
it might be possible to bring in those who are 75 and over. 

There are 1,800,000 women and about 900,000 men in that category, 
which is approximately 56 percent of the unprotected retired aged 65 
and over. Age 75 suggests itself since the work clause is then discarded 
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in the OASI plan. Of course, it would not apply to them either if 
they were brought in. For those aged 75 or over the initial cost would 
be about $1.1 billion a year with an offset in the general budget of some 
$475 million from old-age assistance. For several years the added 
expenditures from this addition to the benefit rolls coul | probab 1 be 
absorbed in the OASI program without any increases in the present 
payroll tax rates. Furthe ‘rmore the cost would continue to go down 
rapidly for thes se O| ld peop! ie, 

If even this modest step could be taken now while there is yet time 
we would begin to make up for what we have done in ~ ine th 
group of old pone the wrong side of the trac ks fs I feel i it is time 
to get rid of the blind spot which has prevented us from ‘ale thes 
people in while doing so much gratuitously for the f: mrnene group. 

There is a small change in connection with bringing the retired 
age ve under the OASI program which I think would he desirable. 
Th: concerns the widow’s minimum benefit. which is now oer 
a rs of the minimum primary benefit. I believe it should } 
full minimum primary. peal that might be a acne 
change entirely apart from the problem of the retired aged. 

Then there 1s another thing which w wih 1 seem to be feasible if thi 
half-; i-loaf plan sho lel be idopted. We would : till have 1 lot of 
peo ale under the old age assistance sais a between the ages 
of 65 and 75. Under OAA the maximum share of the Federal 
Government in the benefit to an individual is now $35 a month. If 
the minimum OAST benefit should be raised to $35 it would be reason 
able that any OAA grant to a person receiving the OASTL benefit 
should be the 1 ‘sponsib ility of the State with no further Federal grant. 

If a saiaoe is receiving a $35 OAST benefit through the Federal 
system, why should any further addition be made by the Federal Gov- 
ernment when OAA vehi ce a Federal limit of $55? 

If the limit should be below $35, then it seems reasonable that grants 
above any OAST benefit should be shared 50-50, but with the limitation 
that the Federal Government share should not exceed the difference 
bet ween $35, the present limit of matching, and the OAST benefit. 

Finally, it is sometimes mentioned that in connection with the exten- 
sion of OAST to the unprotected aged we should bring in also the chil- 
dren of deceased persons who had not qualified for OASI survivors’ 
benefits. That is a very complicated subject which raises a lot of new 
problems. ] would fee] th: iT this should be put down for further 
study so that attention could be focused upon the simpler problem of 
the retired aged. 

| certainly apprec) ite the opportunity to have gone hastily over 
this tremendously interesting subject about which I feel deep sly. 

The CHarrman. We thank you. Your whole statement will be in- 
serted without objection. 

(The statement is as follows:) 


TESTIMONY OF M. ALBERT LINTON, CHAIRMAN OF THE BOARD, PROVIDENT MUTUAI 
LIFE INSURANCE Co, OF PHILADELPHIA 


My name is M. Albert Linton, chairman of the board of the Provident Mutual 
Life Insurance Co. of Philadelphia At the outset may I express my sincere 
appreciation of your permitting me to appear simply as an individual who hopes 
that his testimony may perhaps be helpful in solving some of the many problems 
inherent in this subject of social security. It is a subject in which I have been 
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intensely interested e\ 
my privilege to serve 


1945 


First I would like to 
percent of the first $100 of : 
provides a maximum of 
worker 

rhe proposed new formula 

verage monthly wages, and 
>earnings and benefit base t 
of $162.80 per aged couple, & 
to see the break from the present 
to some other figure such 
benefits can be made without 
what could easily turn o 

this element in the formul: 

As you are well aware, the so-c: 
posed formu.a incorporates, in it 
formula, constitutes, for most 
others as well, substantial incre: 

The costs the present 
future years Estimates of 
benefits under the present la rol 
the benefits under H. Rh. 7199 the correspond 
With the ultimate tax rates set to yield appre 
may be passing on to our children a burden 

If despite these costs you should become 
erally are now required, I would hope 
aged couple would be set no } 
$100 rhese figures represent 
as compared with a very much smi: 
the present formula was adopted 

There are several ways by which 
arrived at I shall not take up your 
technical advisers can give assistance 
formula it would be advisable to look int 

] 


vy benefits to SO perce! 


provision which limits fami 

may be cases where this would work undue hards! 
Also, I would stress the well-known fact that re 

can be made without changing the earnings and 

the basic formula is increased, and at the same 

effect is to give a double increase to everybody 

$3,600 A double increase for those in the higher 

seems called for now. It is those in the lower income bt 

primary consideratior 


THE WORK CLAUSI 


The work clause, as I know 3 
program needing attention. The 
works injustice in countless it ne t just doesr 
earning of a dollar more than the § ‘rmitted should 
far exceeding S75 I approve of the proposal to raise the ea ngs | to S1.000 
a year to be administered on a yearly basis Ho 
proposal to cut off a month’s benefit, no matter how large 
thereof earned above the $1,000 can be replaced by somet 
though a considerable improvement over the existing 
new proposal has bad characteristics Earnings rat 
excess of $1,000 could cause a loss of benefits which, 
couple, could amount to $127.50, or more should benefits 
resembles too closely the present unfair rule It should be 
earning of a given sum would not cut off benefits of a lar 

I warmly recommend that this problem also be refe 
advisers in the firm belief that they can readily find an acce 
can be applied satisfactorily in practice. 


45622—54———_-48 
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Probably no feature of the present program has been more severely criticized 
than the “all or none” aspects of the present law. We should get rid of it with 
out delay. A properly designed rule would encourage elderly persons to work 
and contribute to their own welfare and that of the community. This Congress 
will be widely applauded if it adopts a plan under which sums earned in excess 
of $1,000 would result in a benefit reduction of no more than the amount earned 


EXTENSION OF COVERAGE 


Another important consideration is the extension of coverage to present 
uncovered occupations, as strongly recommended by the administration. I hope 
the extension will be made. I also am not in favor of omitting large groups 
simply because they apparently do not desire to be included. The OASI pro 
gram involves settled national policy. It includes some SO percent of those 
gainfully employed Why should not all be included for whom inclusion is 
practicable? 

Furthermore, in the OAST field Iam not at all sure that organization spokes 
men always truly represent the majority of the members. We had a somewhat 
analogous situation with life-insurance agents. At the start the leaders of their 
national organization were opposed to bringing agents under the plan. In the 
course of time the membership generally was heard from and a policy at the top 
was reversed. Life-insurance agents are now covered 


rHE UNPROTECTED RETIRED AGED 


In connection with the extension of coverage, I come to a subject which has 
given rise to considerable discussion. It is a matter I presented tentatively as 
something for careful study when testifying 4 years ago before the Senate 
Finance Committee, February 10, 1950. It arose from contemplation of the small 
token taxes required to become eligible for full OASI benefits as embodied in the 
then proposed legislation. This proposal in turn followed rather closely the 
corresponding recommendations of the Advisory Council, with which as a member 
of Council, I was in accord. 

With so thin a dividing line between coverage and noncoverage I could not 
help being concerned about those who were being left out. Accordingly, in that 
testimony, I recommended that study be given to the coverage of the retired aged 
who had never had a chance to be in covered employment 

As time has gone on I have had a deepening concern for this group of aged 
persons who through no fault of their own find themselves on the wrong side of 
the social-insurance tracks. My concern has been intensified as I have seen what 
has been done without further contributions and without a means test for those 
who had already qualified for and were receiving OASI benefits. More about 
that in a moment. 

Returning to the subject of small token taxpayments, it is quite proper during 
the transition years of a social-insurance program that billions of dollars should 
be paid to persons who have made such small payments. Consider those who 
have already retired, or who will be eligible to retire in the near future. The 
Government has received, or will receive, in taxes on their account, only a small 
fraction of the value of the benefits granted even though the maximum taxes 
required had been paid from the start in 1957. In permitting this the country 
has in broad principle adopted what for pension purposes in private industry are 
know as past service credits. This is to say, a business organization, with little 
or no contribution from the recipients of benefits, provides pensions for its staff 
on account of prior service rendered before its retirement system was set up. 

What is wrong with our present program, as Congressman Curtis, chairman 
of your subcommittee to study the subject, has so well pointed out, is the dis- 
criminations that have been imposed upon large numbers of our people who have 
grown old with no recognition of their past service credits. These are the per- 
sons who have had no opportunity to qualify for OASI benefits. Some lacked 
the ability, whether from age, disability, or otherwise, to secure the minimum 
of covered employment needed under the law to qualify them for benefits. Others 
are widows whose husbands died without having qualified for benefits. Others 
were in occupations which were not covered by the OAST program. There were 
good administrative reasons for not including such occupations at the outset. 
For one thing, experience was needed with the more readily covered groups be- 
fore complete coverage was attempted. 

Unfortunately, in the process of experimentation, we did a grave injustice 
to the omitted groups, since they were discriminated against—left, as I said, on 
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he wrong side of the tracks. On the other hand, those who hi the good 

to find themselves on the right side were granted relatively large benefits 
exceeding their small token taxpayments. Furthermore, large numbers of those 
who have become entitled to receive benefits have had their benefits increased 
twice, with a third increase proposed, without any further contributions what 
ever on their part. When, for example, a man aged 67, with a wife aged 65, has 
his current benefits increased $30 a month, with another $15 on account of his 
wife, the increases have a present value of more than $5,500. Yet, not a cent 
has been contributed directly by him or for him toward the increases 
are entirely gratuitous so far as he and his employer are concerned 


GRATUITOUS INCREASES 


It is instructive to review what has been done by way of increasing OASI 
benefits gratuitously to those who at the time of the increases were already 
receiving such benefits. Increases were made in 1950 which had a present val 
of $5.5 billion. Those made 2 years later had a present value of $2.5 billion 
Finally, the administration is currently proposing further increases t) those 
already in receipt of benefits which would have a present value of $3.8 billion 
Here is the summary 


10 
*O5 


1954 proposed ) 


Total 


All of these gratuitous increases take no account of need Those receiving 
them neither have paid, nor will pay anything for them. They were just lucky 
enough to have been at one time in the OASI system long enough to make rela 
tively small contributions toward their basic benefits, to which the subsequent 
increases were added. For example, a retired person receiving the maximum 
of $45.60 a month under the law in effect prior to the 1950 amendments was raised 
to $68.50 in that year and to $77.10 ($115.70 per aged couple) in 1952. It is now 


proposed that this be raised to $88.50 ($152.80 per aged couple). Why in the 
name of all that is fair do we do so much for the favored group, and deny 
minimum OAST benefits to those who have been consigned to the other side of 


the tracks’ We give gratuitous increases of, say, $35 a month to one group 
and are told that we would wreck the system if we did something of the same 
order for the otuer. I just can’t see it that way. 

What has the Federal Government done for the aged who have not been in 
the OASI system—again let me repeat, through no fault of their own? For 
a little more than half of them it has provided old-age assistance payments sub 
ject to means tests which vary widely from one State to anothet I firmly 
believe that minimum old-age benefits from the Federal Government should not 
be subject to a means test Further, I believe that such old-age benetits should 
he extended uniformly to all of the retired, unprotected aged, subject, of « 
to whatever work clause may be applicable under the OASI progran 
struing the word “unprotected” I would take into account any other ret 
benefits paid for by the Federal Government. 

Another suggestion coming from Congressman Curtis appeals to me as worthy 
of consideration It is that any person receiving OASI benefits not based on 
in earnings record should give up the additional $600 income-tax exemptio1 
vyranted to persons aged 65 or over. This would have no significant effect upon 
persons With sirall incomes, but would reduce the windfall aspects of the bene 
fits for those with substantial ones. 

The proposal to extend minimum OAST benefits to the present unprotected 
retired aged is analogous to what was done when Congress set up the Railroad 
Retirement System. At that time railroad workers already retired were taken 
into the new system, although they had never contributed a cent to it Their 
pensions were paid out of the current contributions of the system. It was a 
sound transition plan which did no violence to the contributory principle as 
applied in social insurance and certainly did not wreck the program 

It is interesting that the present value of bringing in the present unprotected 


retired aged on a $35-a-month basis would be about $11.5 billion. To me the 
failure to do as much for those outside the favored group as we have done for 
free for the favored group will be recognized by the country to be most unfair 
when they really understand the situation 
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INSURANCE PRINCIPLI 


It is entirely reasonable in a contributory social-insurance program of th 
ll taxes of those working should be used to provide benefits 











for those who |} retired. That is what we have been doing since the inau 
ition of the | Nobody in receipt of benefits has provided more than a 
small proportion of their cost They have been paid overwhelmingly out of 
the contributions of others. This is bound to be the case in the transition vear 
Inder th tvpe of social-insurance program It is not something likely 
reck the contributory principle as some have feared. It is simply a tempor: 
phenomenon of the period during which the older generation, including 
present retired aged, is passing from the scene With each year the appar 
olies w grow less until eventually the program will have reached matut 
has to the obligations assumed and the taxes required to finance them 
I idopting a program of the kind here recommended several helpful thing 
would happen First, the income and outgo of the OASI system would cor 
»approximate balance his would mean that increases in the present tri 
fund of S19 bi n Ww d be held in check. Under present conditions a fund 
ze would apy reasonable as a cushion against future fluctuati 
benefits and payroll tax receipts, pending adjustment of the tax rate ya new 
evel req ‘ by the circumstances In fact, under a system of assured mem 
bership and continuing operation such a OASI, this would em to be the 
function of a reserve fund. However is such an important fur ! 
I would be greatly concerned if it Were proposed that the present tru M 
dissipated. IT shall have something more to say about that in a moment 
Substituting minimum OASI payments for Federal grants for old-age ass 
hee ould o make possible to do away with the pulling and hauling among 
the States to obtain formulas which would be favorable to them. The origina 
DO-D0 sharing basis lasted about 10 vears Since then there have been three 
changes, each one throwing heavier burdens upon the Federal Government Now 
are again faced with a proposal embodying the variable grant principle 
which your committee considered and discarded 4 years ago I am convinced 


that the rejection of the proposal in 1950 was sound Bringing the unprotected 
etired aged into the OAST system and replacing Federal grants by OASTI benefits 


should remove the oceasion for the States to joekey among themse 


] ¢ 
ly 


advantage in this field, and should thereby help to bring about a more wholesome 


ly bringing the income and outgo of the OASI program into approxi 
n te balance would, | believe be sound from the point of View of the national 








economy In periods when there is danger of deflation it is helpful to put 
practically all of the OAST tax receipts back into the consuming stream rathe! 
than to have a substantial excess to be invested in Government bonds In 
periods of inflation there are better wavs of keeping the economy in chee] 
than by having such an excess to invest in similar manner. The goal of “social 
nsurance taxes for social insurance purposes” is likely to be most successfull 
achieved over the vears by having the income and outgo in substantial equili 
| im with asi | margin only to provide a contingency reserve. 

Phere would undoubtedly be pressures to raise whatever minimum Federal 
benefit would be adopted. However, consideration of such proposals would be 

the ght of knowledge that additional taxes would be needed to pay for any 
i! enses That would be a healthy situation. Today the situation is unhealthy 


because increases can be made in the benefit formula which cost us currently 
very ttle, but throw heavy burdens on future taxpavers Increases in the 
OASI formula were voted in 1952 by Congress with very limited consideratior 


At that time the estimated present value of those increases to be paid in the 


future to those then working in covered occupations was about $25 billion And, 
vet the actual current cash outlays caused by the change were adequately 


covered by current payroll tax receipts 
NO MEANS FOR FEDERAL MINIMUM 


One of the great advantages of the proposed plan would be, as already 
pointed out, that Federal money for old-age protection would no longer be 
cranted on the basis of a means test. This appeals to me as a simple justice 
The present means tests vary greatly. Each State determines and operates its 
own test, virtually independent of any national standard. Consequently such 
a test should be applied only where State funds are concerned. The States would 
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is continue to determine individ 


eve should propel ly be added t 
What would all this cost? 
ber of old people now 


OAA would be brought int 

ance is on OAA All 

e OASI income. On the basis 
OASI outgo would be in the neighbo 
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so import 


genera budget It is a 
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en this modest step could be taken now we would b 
me, to make up somewhat fo what we have done in 
people on the wrong side of the tracks Is it not ti 
the blind spot which has kept us from seeing our obligations to 
group, While doing so much gratuitously for the favored group? 

In connection with bringing the retired aged into the OASI program 
but desirable change would be to raise the minimum aged widow's benetit to th 
minimum primary benefit. At present it is three-fourths of the latte As 
matter of fact, this would probably be a desirable change entirely apart from t! 
problem of the retired aged. 

An important change seems feasible and desirable if the half-a-loaf | 
should be adopted. Under that plan there would still be large numbers of pe 
sons—those between ages 65 and 75—who would remain under the present Fed 
eral-State OAA program. Under OAA the maximum share of the Federa 
Government in a grant to an individual is $35 a month. If the minimum OASI 
benefit should be raised to $35 it would be reasonable that any OAA grant to a 
person receiving OASI benefits should be the responsibility of the State with n« 
further Federal grant. Should the minimum OASIT not be increased to as much 
as $35 then it would be reasonable for any additional OAA grant to a person 
receiving OASI benefits to be shared 50-50, with the limitation that the Federa 
Government’s share should not exceed the difference between $35 (the present 
limit of matching) and the OAST benefit. 


CONCLUSION 


In considering the extension of OASI to the unprotected retired aged, it has 
sometimes been suggested that an analogous extension be made to the children 
of deceased persons who had not qualified for OASI survivors’ benefits. This is 
a complicated subject involving many new problems. I would recommend that 
it be put down as a subject for further study, thus allowing attention to be focused 
upon the much simpler problem of the retired aged. 

In what I have said I have concentrated on a few important changes which 
could profitably be made in the OASI program this year. I am convinced that 
they would assist materially in making the program more useful to the country 
at large. 

The Cratmman. Mr. Kean will inquire. 

Mr. Kean. Mr. Linton, how do you feel about the freeze provisio1 
in the propose d bill? 

Mr. Linon. I am terribly concerned about the Federal Gover 
ment getting into disability where you have a great deal of discretion 
exercised by Feder il officials as to whether or not a person is disabled 
I did not vO intothat. IT have done it in the past. However. it disturbs 
me very much. 

Mr. Kean. In a letter from you to me quite a while ago you stated 

Total disability obviously would affect the worker's earnings record under the 
old-age and survivors insurance system. It should therefore be provided that the 
State authorities would certify to the Social Security Administration each quar 
ter during which an individual was totally disabled and receiving benefits of 
rehabilitation. 

Mr. Linton. Yes. 

Mr. Kean (reading): 

Then in computing the wage for the old-age and survivors insurance program 


the same quarters would be eliminated from the numerator as from the 
denominator. 


That is just about what we tried to do in this bill, put it through the 
rehabilitation commission in the State. 

Mr. Linon. I indicated that the status of disability should be de 
termined by the individual States as they are now doing. For ex 
ample, under disability assistance, the State of New Jersey says that 
John Jones is disabled and certifies that to OASI. Then you might 
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drop that period, but the bill. of 
ment in the position of determinnu 

Mr. Kean. The bill provides t] 
tion commission of the State. 

Mr. a. Then I am wrong 
here mig t be a coo cle al of 
that “Te me. 

Mr. Byrnes. Mr. Chairman. 

The Cuairman. Mr. Byrnes 

Mr. Byrnes. I am very much intere 
ability and the unprotected retired aged. 
we may well be concerned about to Morrow: 
have some concern about today *s aged also. ‘Those 
b lanketing in. it seems to me, have two arguments: No. 
th: ul by doing SO you will jeopard ze the {1 na. al ad No. Z 
get away from the contributory principle | 
wonder if you could comment any further on this jeopardiza 
the fund? 

Mr. Linon. Lam very much against using the principal of the fund 
to pay these benefits. If we blanket in the retired aged it r| in 
that we would have to raise the taxes perhaps a litt] 
certs _ would not be in favor of dissipating tl 

» that if you brought in the aged at 75 a 
{ neato rate run unchanged for some years. 
all the way down to 65, it might be only a y« 
have to raise the 4 percent somew hat 

Mr. Byrnes. As I understand, you pick 
because that is also the age now at which laminate the work 
clause. Even though they are ovel » you ! ve some employ nent 
potential and therefore poss bly have the opportunity to get 6 quarters 
of coverage. Is that a reason iy we le ot ave to be too i 
about 65 to 70 ? 

Mr. Linon. That Is one reason. ()t course, | ge proportion 
those 65 to 70 are ine mploy ment today. 

Mr. Byrnes. Let. us ju t take it in terms of 7 
age 75 on the theory that between 65 and 70 many of these 
have at least some opportunity to get at least 6 qu irters of « 
and thus get the benefits of the OASI system. For those over 
possibility is reduced considerably. 

Mr. Linton. Yes: there is no doubt that you 

stead of 75 or 65. : 

Mr. rmsne. What about this contributory 
something we have to worry too much about as 
concerned / 

Mr. Linton. In ree os td ¢ the blanketing were going to continue 
indefinitely to bring people in it would be a mistake. However, this 


is a transition plan by which you take care of the older people. Tod: Ly 
we are paying these benefits under OASI and nobody has paid mue h 
toward them; I do not believe anybody has paid 15 percent of the cost. 
The other 85 percent has been taken right out of the current contribu- 
tions of the younger, working group. Yet this has not destroyed 
the contributory principle. , 
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When you are tak ng care of the accrued liabilities, so to speak, that 
is the past service credits of persons who have been in the United 
States but were not able to qualify for this plan, you have a diminish 
lhe 
jeopardization of the contributory principle. 

Mr. Byrnes. It is diminishing particularly in relation to a universal 
overage plan contemplated now, so the fact that we have to consider 
back to the day s when we were talking in terms of a limited Sj) stem does 
not necessarily apply today when we are thinking in terms of uni 


y problem as the older people pass off the scene, I can see no 


versal coverage. 

Mr. Linron. That is a very important point. Along with this dis 
cussion is the assumption that we are going to have as nearly universal 
coverage as is practical to get. 

Mr. Byrnes. Thank you very much. 

The Cuairman. Thank you, sir. We appreciate your appearance. 

The next witness is Mr. Albert C. Adams, chairman of the social 
security committee of the National Association of Life Underwriters. 


STATEMENT OF ALBERT C. ADAMS, CHAIRMAN OF THE SOCIAL 
SECURITY COMMITTEE, THE NATIONAL ASSOCIATION OF LIFE 
UNDERWRITERS 


Mr. Apams. Mr. Chairman, I am Albert C. Adams, of Philadelphia, 
chairman of the committee on social security of the National Associa 
tion of Life Underwriters. I extend our thanks and appreciation for 
the opportunity to present our views regarding H. R. 7199 to your 
committee, and I hope we shall be able to offer something worthwhile 
and constructive. 

Along with my statement I have a copy of my committee report to 
the midyear meeting of the national association which received unani- 


ous approval. 
Phe Criatrman. Would you like to insert that in the record? 
Mr. Apams. Yes, sir 
Phe Crairman. Without objection it is so ordered. 
(The report is as follows:) 


COMMITTEE ON SOCTAL SECURITY 
Albert C. Adams, chairman 


If there ever was a time when the life underwriters of this country could 
render a service to the Nation, our policyholders and the institution of life 
insurance, this is the time. The long predicted day of overliberalization of the 
Federal social-security program is now almost at hand Present proposals before 
din H. R. 7199, the administration’s bill) would 
increase the ale of OAST benefits well beyond limits contemplated under an) 


Congress (81 f those embodie 


reasonable interpretation of the concept of basic minimum needs, and thus in 
even more seriously than ever before the field of private insurance 

Moreover, such proposed benefit liberalizations, if enacted, will speed the 
Federal Government onward in a vast program in the name of social welfare 
that will eventually burden the working population with a crushing financial 
load and make security a matter of political gratuity instead of the rightful 
reward of a life of usefulness and personal responsibility 

We cannot help becoming alarmed over the continuing trend to raise social 
security benefit schedules every year when there is a national election, i. e., every 
2 years, and we must ask where this snowballing political avalanche will eventu- 
ally stop and whether it will do so before it engulfs our institution, through 
which 90 million thrifty Americans have created more than $300 billion worth of 
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the institution of life insurance. Can we properly serve these purposes and 
discharge the obligation that they entail unless we as an association, and we 
as life underwriters everywhere, do something positive to prevent the perversio1 
of the desirable original intent of the social-security system into a gradioss 
scheme of Government-promised cozy comfort for all and the quest of a utopian 
objective that is in eternal conflict with the basic laws of nature and in defiance 
of the lessons taught by all recorded history? 

The pursuit of truth is never an easy road and will not win the plaudits of 
the populace, but it is the only path leading to lasting human progress. Is it 
not time that we told the true story as we see it and stop worrying about what 
others may think of us? 

ro give substance to these basic beliefs, it is the considered opinion of your 
committee on social security that the National Association of Life Underwriters 
will render a constructive service to our Nation, our business, and our people 
who are devoting their life to it, if we, as an association and as individuals, wil 
adopt the following basic principles as our guide in dealing with social-securit 
legislation : 

1. We have every justification for insisting, and should insist. that the word 
“insurance” be dissociated entirely from the social-security program. Through 
our a century of service to the Nation, insurance has become known as a means 
of purchasing protection on a private and, most generally, an individual basis 
The purchaser of an insurance contract acquires incontestable rights, regardless 
of social implications, and although preservation of the income to the family and 
provision for old age are absolutes in life-insurance contracts, we believe that 
the social-security program provides no absolute assvrance in the pubdlie concep 
tion of the meaning of that word. The words “social security” are adequate t 
describe the social-security program. ‘The addition of the word “insurance” is 
too broad, unnecessary, and misleading. Its use also appropriates to a Govern 
ment taxing agency the goodwill associated with the word “insurance” which 
has been built up by private initiative, risk assumption and fair dealing by the 
insurance industry over a century of faithful service to the public The nation 
wide acceptance of the integrity of the insurance contract did not come about 
by accident. It had to be earned by years and years of faithful performance 

2. We believe that the only realistic approach to Federal responsibility to the 
aged is through the medium of a specific tax on workers and management 
equally, and on self-employed persons, which will be revised upward or down 
ward periodically so as to maintain, as nearly as possible, a balance between 
tax receipts and benefit payments. Under such a system, we contemplate that 
the OAST trust fund would be maintained at approximately its existing level 
for the purpose of making good current deficits in the system occasioned by such 
factors as underestimation of the tax rate and temporary periods of low 
employment. 

3. Because OASI benefits have reached a substantial level and are, in the 
words of the administrators of the Social Security Act, backed by the full re 
sources of the United States Government and are, therefore, alleged to be vir 
tually inviolate as a matter of right, we should continue to ask whether these 
benefits should not be included in taxable income. This would be both socially 
and practically desirable because the people with substantial supplementary in- 
comes could well afford to pay the tax, and people with modest incomes would not 
be adversely affected because their incomes would be near or below the personal 
exemptions allowed in our income tax laws. 

4. No increase whatsoever, under any guise, should be permitted in the 
amount of OASI benefits. As pointed out earlier, further increases in the level 
of benefits would tend rather positively to make the ownership of life insurance 
a luxury, instead of a necessity to the breadwinner to assure himself and his 
family of the basic necessities of life. 

5. While we still believe that a work clause should be retained in the act in 
order to keep down the costs of the OASTI program, we have no quarrel with re- 
spect to proposals for reasonable modification of this clause which will encour- 
age continued useful employment of persons over age 65 who are willing and 
able to continue in useful pursuits. In this connection, we agree with the pres 
ent administration’s proposal insofar as it would remove the existing discrimina- 
tion against OAST beneficiaries who are employees by putting their allowable 
earnings under the work clause on an annual basis, instead of the present monthly 
basis. In all other respects, however, we believe that the work clause should re- 
main unchanged. 
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t. We believe that Congress should reconsider the present need and advisability 
if the recent increase in the social-security tax rate from 144 to 2 percent unless, 
erhaps, Congress should decide to bring the currently uninsured aged under the 
OASI program. If the full burden of the existing total of benefits paid under 
the entire social-security program were incorporated into the OASI title of the 
act, present illusory estimates of the cost of social security would be brought 

ito the realm of reality. This would correct the popular misconception that the 
iltimate cost of social security will be modest in the extreme 

7. Asin the past, we still believe that coverage under the OASI program should 
be extended as promptly as possible to all gainfully employed persons, provided 
that such coverage (a) is administratively feasible and (b) will not result in an 
undue duplication of benefits provided for under other Government programs 

S. We are agreeable to the inclusion in the Social Security Act of a provision 
which would allow covered workers to exclude a reasonable maximum number 
of years (i. e., years of lowest or zero earnings) in computing their average 
monthly wage for benefit purposes. Such a provision would tend to remove any 
discrimination against persons brought under the coverage of the act after 
January 1,1951. It would also tend to preserve the benefit level of workers who 
suffered loss of earnings during periods of total and permanent disability 

%. No Federal system of disability benefits, in any form, should be provided 
for under the OASI program or otherwise 

10. We remain opposed to any change in the age requirements presently con 
tained in the Social Security Act. 

In conclusion, we believe that American economie security should always stem 
primarily, in the case of those healthy and able to work, from personal initiative 
and self-reliance. Our Nation became great because individuals had the courage 
and foresight to provide for the vicissitudes of life. The rewards of victory 
over our surroundings are our greatest compensation Let us not exchange them 
for a collective, paternalistic security under which men may not call their souls, 
their families or their property their own 


Mr. Apams. I would like to read from the first part of that a short 
section which may help to claa fy our position. 

The CHamMan,. You may proceed. 

Mr. Apams (reading) : 


The long-predicted day of overliberalization of the Federal social-security pro 
gram is now almost at hand resent proposals bet 
embodied in H. R. 7199, the administration's bill) would increase the scale of 
OASI benefits well beyond limits contemplated under any reasonable interpreta- 
tion of the concept of basic minimum needs, and thus invade even more seriously 
than ever before the field of private insurance 

Moreover, such proposed benefit liberalizations, if enacted, will speed the 


] 
I 


re Congress (such as those 


Federal Government onward in a vast program in the name of social welfare 


that will eventually burden the working population with a crushing financial 
load and mike security a matter of political gratuity instead of the rightful 
reward of a life of usefulness and personal responsibilit) 

At the outset I would like to point out that our organization is 
composed of nearly 60,000 life-insurance agents whose livelihood is 
dependent upon their success in encouraging people to make pro 
vision, by private means, against the hazards of premature death and 
old age. 

In writing life insurance for 90 million policyholders for a total of 
more than $300 billion of protection in which we have assisted these 
people in accumulating reserves of $80 billion, we have talked inti- 
mately with millions of families about their private, individual finan 
cial affairs. Therefore, we are conversant with their economic prob 
lems and their thoughts in respect to them, and we have found that, 
basically, they are interested in their jobs and their ability to put 
something aside for the future. 

We find this basic urge in all walks and stations of life, differing 
only in degree. The public acceptance of life insurance and the life- 
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However. unlike the President, we feel that the present level of 
benefits is quite sufficient to provide “the foundation upon which these 
other forms of protection can be soundly built.” 

Having made these general, prefatory remarks, I shall now turn my 
attention to the specific provisions of H. R. 7199, commencing with 
those of which my association approves and following with those of 
which we disapprove. Then. at the close of this statement, I shall 
briefly mention several provisions that we believe should be added to 


the bill. 


PROVISIONS OF H. R. 7199 OF WHICH NALU APPROVES 


(a) Extension of OAST coverage of all gainfully employed : We 
favor this provision because it provides equal treatment to all, both as 
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to costs and benefits. This would remove the distinction between 
peop le prese ntly compe lled to be under the act and those who: not. 
Without this change there is a situation difficult to justi Thi il] 
also eliminate hard to determine sligibilicy qualifications. This will 
eventually give us a picture of the true cost of social hic] 
will not be available so long as large groups are ex 

total cost is realized we can then match that agains 

available for the support ot the neeay aged ani 

of those resources in meeting the need. 

(b) The 4-year “drop-out.” We favor this provision be 
recognize that its inclusion in the act will be essential in order to avoid 
discrimination against the additional persons who are to be brought 
into the OASI program as of January 1, 1955. 

The CHarrMan. We are interested in conserving time. You have : 
wonderful paper. It is all right. What we are really interest 
here is what you disapprove in the bill. We will just assume t 
others you approve. We will extend all your stateme 
in the record. 

Mr. Apams. | expected to stay within 15 minutes. 

The CHatrman. All right. Go ahead. 

Mr. Avams. Thank you, sir. 

Furthermore, it should tend to minimize the reducti 
age monthly wage and resulting benefits occasioned by ] 
or Zero earnings due to the unemployment or dis ibil 
already in the program. 

(c) Liberalization of the work clause: The pre 
ext icts TOO great a pens alty f from those beneficiaries 

ng after age 65. For this re £1son, it has been one of t] 
ok cridiniees of tlie COME secarneh We cannot 
the changes propos ed by H. R. 7199 will solve Ch 
lieve that puttin g the comput: ition of all 
basis for emp lovee-beneficiaries, as well as for 
claries, and increasing such allowable earnings to $1. 
be substantial steps in the direction of 
source of criticism. 


PROVISIONS OF H. R. 7199 WHICH NA 


(a) Liberalization of benefit: As we under H. R. 
broadly speaking liberalize the formula for computi 
increase the wage base, for tax and benefit purposes, from 
$4.200; and increase the present SSD) Maximum me nthly benefit 
$98.50, in the case of a worker already retired, and to $108.50, 
case of a worker retiring in the future. It would also, among othe 
things, provide proportion: ite increases in the benefits received bv cde 
pendents and survivors and raise the maximum family benefit from 
$168.75 per month to $190. 

As pointed out earlier in this statement, we note that all of these 
proposed changes would result in proportionately higher increases in 
the benefits paid to retired workers in the higher income bracket than 
to those in the lower wage groups. This is a further deviation from 
the basic minimum needs concept of the OAST program and continue 
the trend started in 1950 and repeated in 1952. We believe that if 
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increased benefits are necessary, which we seriously doubt, they should 
be provided primarily for retired workers at the lower wage levels. 

Finally, we believe that the proposed increases in benefits, parte . 
larly at ‘the upper levels, will carry the OSAI program out of 
area of basic needs and invade the field of private life insurance an d 
savings plans. 

(4) Preservation of insured status and benefit amount ot disabled 
workers: We are opposed to the so-called ° ‘disability freeze” pro 
visions contained in H. R. 7199 because, in our opinion, they would re 
quire the establishment of cumbersome administrative procedur 
which we believe to be undesirable and largely unnecessary. 

We see no good reason for further complicating the administration 
of the OAST program in this fashion when the 4-year “drop-out” pro 
vision will, in at least the majority of cases, protect the insured status 
and benefit amount of disabled workers—and do the job virtually 
automatically. Indeed, rather than see these disability provisions 
enacted into law, we should much prefer to see the 4-year “drop out” 
provision liberalized to any reasonable extent found necessary in the 
future to meet the needs of disabled workers. 

We are further opposed to these disability provisions because of om 
firm conviction that the Government’s next move, be it voluntary o1 
under compulsion, would be to provide cash disability benefits. We 
can think of no other step that would more greatly increase the cost 
of the OAST program or make the program more susceptible of abuse. 

Moreover, as representatives of the private enterprise system, we 
are unalterably opposed in principle to any move that, in our con 
sidered judgment, would ial to the further socialization of insurance, 
disability or otherwise. 


PROVISIONS THAT NALU BELIEVES SHOULD BE ADDED TO H.R. 719! 


(a) Elimination of lump-sum death benefit: We have long favored 
the elimination from the OASI program of the proy ision for the pay 
ment of a lump-sum death benefit, which presently is in an amount 
equal sais Ghiems the amount of a deceased worker's primary retire 
ment benefit. 

Bearing in mind that over 90 million of our citizens presently ow) 
private life insurance aggregating more than $300 billion, we believe 
that the payment of lump-sum death benefits under the OASI pro 
gram represents oe only perhaps the most direct, but also the most 
unnecessary, foray by the Federal Government into a field already 
adequately served by private enterprise. 

(b) De letion of insurance terminology from the act and the litera 
ture of the Social Security Administration: We believe that the use 
of the word “insurance” in a program of social benefits is both con 
fusing and misleading. Over more than a century, the word “insur 
ance” has acquired a definite meaning to the American people. Asso 
ciated with it are contractual guaranties which cannot be altered, 
omitted, or deleted and which must be met regardless of the needs of 
the insured or his beneficiaries. On the other hand, the OAST pro 
gram employs many social principles foreign to insurance practice of 
any kind. 
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(c) OAST benefits should be considered taxable income: This pro 
posed treatment of OASI benefits would not be nearly so severe as it 
might appear at a quick glance. In the first place, the personal 
income-tax exemptions granted by the Internal Revenue Code to pei 
sons who are 65 years of age and older more than offset the OASI 
benefits now paid to retired workers and their wives. Thus, retired 
aged persons who were wholly dependent upon their OASI benefits 
would not have to pay Federal income taxes on these benefits 

On the other hand, retired beneficiaries having income in addition 
to their OASI benefits would be required LO pay taxes on this com 
bined income. In this way, the Government would recapture at least 

portion of the payments made to individuals whose private means 
were ample to provide for them in their old age. We believe that the 
payment of substantial Federal benefits to persons of affluence is in 
compatible with the purposes of a social benefit program and s mply 
adds tax-free income to that already in hand. 

(7) The OASI program should be on a pay-as-you-go basis: We 
believe that the OASI program should be p laced on a pay-as-you-go 
basis and a reserve maintained sufficient only to meet underestimated 
costs or a few years of unfavorable experience such as might result 
from temporary periods of widespread unemployment. In general, 
annual costs would be adjusted to cover current benefits. This would 
put the entire program on a realistic basis. 

A large reserve or trust fund is unnecessary in a compulsory system 
because of the ability of the Government to tax present and future 
working populations to take care of the payments to the retired aged 
as they become due. This power to tax is one of the great distinctions 
between the OASI program and private insurance. 

Therefore, we repeat, a legal reserve fund, or one approximating it, 
Is totally unnecessary in the OASI program. All that is needed Isa 
reasonable surplus and working capital. Furthermore, continually 
increasing the OAST trust fund gives the false impression that the 
program may be able to pay ever-higher retirement benefits and, pet 
haps, other benefits not properly within its purview. 

Gentlemen, it has been a privilege to present these views. They are 
the views of the majority of our representatives as approved at a mid 
year meeting of our local association delegates assembled in New Or 
leans last month. We have endeavored to be fair and constructive, 
and we trust that you will give them full consideration in your delib 
erations leading to changes in the Social Security Act as contemplated 
by Congress this year. 

The Cuamman. Mr. Adams, we certainly thank you for your fine 
presentation. 

Mr. Mason. Mr. Chairman. 

The CuHamman. Mr. Mason. 

Mr. Mason. Mr. Adams, I gather that the crux of this whole pro 
gram is who is right—the group that says the benefits are not ade 
quate or the group that says that benefits should be a basic minimum 
upon which to build your own retirement. 

Mr. Apams. Yes, si 

Mr. Mason. If it is is be used as a substitute for our personal re 
sponsibility to provide for our own protection that is one thing. If 
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it is to be used just as a foundation upon which we can build our own 
that is another thing, and we have to make up our minds, first of all, 
as to what is it we want to do; is that right ? 

Mr. Apams. I think so, sir. 

Mr. Mason. Mr. Adams, you said in one place that this was a report 
of your group and so forth. Do you have any personal opinion differ- 
ent from what the group has? 

Mr. Apams. No, sir. 

Mr. Mason. That is all, Mr. Chairman. 

The CuairMan. Are there any other questions ? 

Mr. Sapitak. Mr. Chairman, at this point I would like to ask unani- 
mous consent that we approve for insertion in the record a short two- 
paragraph letter from Mr. Louis F. Stern, president of the Connecti- 
cut State Association of Life Underwriters, which letter in substance 
endorses the statement made by Mr. Adams. 

The CuarMan. Without objection, it is so ordered. 

(The letter is as follows:) 

THE CONNECTICUT STATE ASSOCIATION OF LIFE UNDERWRITERS, 
Bridgeport, March 17, 1954. 
Hon. ANTONI N, SADLAK, 
House of Representatives, Washington, D. C. 


Deak Mr. SADLAK: At a recent meeting which I held with the executive board 
of the Connecticut State Association of Life Underwriters, this body, which 
epresents nearly 1,100 life insurance salesmen in the State of Connecticut, 
unanimously decided to support our National Association of Life Underwriters 
on pending social security legislation. 

Accordingly, we respectfully ask your support in taking a firm position against 
the administration's proposals as embodied in H. R. 7199, and send you herewith 
ur position as well as that of some 60,000 other members of our national asso- 
lato! 


Respectfully yours, 


Louis F. STERN, President. 


Mr. Apams. Thank you very much. 

Che CHarrMan,. The next witness is Mr. Peter G. Dirr of the Com 
merce and Industry Association of New York. 

Mr. Dirr, will you state your name for the record and the name of 


your associate ¢ 


STATEMENT OF PETER G. DIRR, CHAIRMAN, SOCIAL SECURITY 
COMMITTEE, COMMERCE AND INDUSTRY ASSOCIATION OF NEW 
YORK, ACCOMPANIED BY DR. M. WILLIAM ZUCKER, COMMERCE 
AND INDUSTRY ASSOCIATION OF NEW YORK 


Mr. Dirr. Yes, sir. 

Mr. Chairman, my name is Peter G. Dirr, I am chairman of the 
social se urity comiittee of the Commerce and Indust ry Association 
of New York. Iam accompanied by Dr. M. William Zucker, of the 
staff of the Commerce and Industry Association. 

We have here a statement, Mr. Chairman, which I will not read at 
this time. 

We are very appreciative of the opportunity to appear before you. 
I would like to present this statement for the record. 

The CuarrmMan. Without objection it will be made a part of the 
record. 

(The statement is as follows:) 
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STATEMENT OF THE COMMERCE AND INDUSTRY ASSOCIATION OF NEW YorK. INC.. 
CONCERNING CHANGES IN THE FEDERAL SOCIAL SECURITY SYSTEM, PRESENTED BY 
PETER G. DiRR, CHAIRMAN, SOCIAL SECURITY COMMITTE! 


RODUCTION 


The Commerce and Industry Association of New York, Inc., is a 
ganization which is couiposed of approximately 3,500 tirms. The 


DUSLIHeSS 
member 
ship is a cross section of business with respect to types of industry and size of 
employment. There are those firms in our membership which are national and 
nternbational in operation, and those which have their business endeay 
ited to New York City and New York State 


The recommendations suggested here are the result of almost a year of study 


ors iim 


by the association's social security committee, which is responsible for recom 
mending policy to the association’s board of directors on matters relating to 
social-security legislation, unemployment insurance, disability benefits, and 
workmen's Compensation, 


IMMENDATIONS 
1. Coverage 


The Commerce and Industry Association of New York, Inc., in its previous 
policy statements on coverage for old-age and survivors insurance has held that 


broad extension of coverage * epresents the 


ndest kind of liberalization 
of the * * * program.” pon examination of the facts, there appears to be no 
reason for a change in this policy 

We advocate the extension of coverage to : infully employed and self 
employed persons as an essential element in : ul cial insurante system 
fo do otherwise leaves wide gaps in the program. Many who contribute to the 
total national income are presently uncovered, resulting in inequitable treat 
ment of segments of the population At this time when a major revision of the 
program is being considered, it hehooves the Congress to provide through this 
law a basic minimum of economic protection. 

We do not believe that present old-ace-assis reci] ts should be blanketed 
into this program since in time the almost universal coverage provided in these 
amendments will tend to resolve the problem. The old-: assistance program 
Vill decline as current recipients die and there will be no need for adding sub 
stantial numbers to the old-age-assistance rolls in the 

When action is taken this association would advocate that study be 
the integration of the railroad retirement benetits and of deral 
pensions with old-age and survivors insuran The present law (sec. 2 
should be amended to permit integration with OASI of State and local govern 
ment retirement systems already in effect Employees in these groups enter 
and leave employment in the railroad industry, Government service, and industry 
covered by the OASI Act. Thus these employees shoul » CO) by the basic 
social-security system with the present special systems for them modifi as 
to produce results comparable to the supplemental efits pr “| unde 
private industry pension plans. 

We approve the extension of coverage te hose gro. cit il 7199 
However, special mention is necessary in a few of ‘ A 

a. State and local employment In the President ommendation the 3,900, 
000 State and local government employees would be covered by the OASI program 
in the event that a vote is held among the employees and two-thirds of those 


voting are in favor of coming under the system. The uniformed policemen and 


| 
firemen would, however, continue to be excluded from the OASI program 

By requiring a vote of the eml loyet s to determine State local governme 
action in such an area, the responsibility is removed from the jurisdiction 
the Government agency The determination as to whether governmenta 
ployees are or are not to be covered is one which should rest with the 
legislatures and not be delegated mandatorily to the employees. To requ 
employee vote is an invasion of local governmental responsibility over act 
purely local in character and a subversion of the basic constitutional prine 
separation of power between the Federal and State Governments. 

Furthermore, if all State and local governmental employees are to be permitted 
to come under the OASI program there is no reason for the policemen and fire- 
men to be excluded. To make an execption of one group will give rise to others 
and the intent and effectiveness of this protection will be destroyed 

b. Professional persons.—It is the view of this association that all profes- 
sional persons who are self-employed should be covered. 
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Cc imerican citizens on foreign registered vessels We have no objections to 
coverage of these persons provided arrangements can be worked out so that 
there is no duplicate coverage if the foreign countries under which the ships 
are registered should decide to extend social-security benefits under their own 
laws 

d. Temporary Federal employees.—We agree that the approximately 35,000 
temporary civilian employees employed by the Federal Government from time to 
time in eertain governmental agencies should be covered. We recommend, how 
ever, that the coverage be limited to United States citizens in case of such 
employment outside the United States 


Tar hase limitation 


f 


The association favors retention of the tax base at $3,600 as the maximum 
amount of wages subject to contribution and used in the computation of bene 
fits. If the system is placed on a “pay as you go” basis no increase is justified 
since appropriate increases in benefits could be made through a slight revision 
nthe tax and payments out of the reserve 

The Bureau of Labor Statistics has found that as of December 1953 average 
gross weekly earnings of a production worker in manufacturing was $71.78, or 
approximately $3,700. Thus increasing the tax base to a figure higher than 
$3,600 would benefit few persons so far as benefit calculation is concerned, but 
vould merely increase the amount of tax revenue collected. 


8. Benefits 

In the consideration of the question as to whether or not the present benefit 
amounts are adequate one must first determine what is the function of the 
OASL program We believe that the OASI program was intended to be an 
should remain a basic means of minimum support for those who retire 

We believe that it is desirable that the OASI minimum monthly benefits 
amount be increased to $30 

Under the proposed maximum monthly benefit amounts little or no incentive 
remains for the individual to provide for his own requirements or for employers 
to establish private plans which give recognition to years of service in their 
employment. 


5 Dropout Provisions 


It is proposed in the President’s recommendation that the 4 years of lowest 
earnings be excluded in the computation of the average monthly wage for bene 
fit purposes. This proposal is dangerous for two contrary reasons. If one were 
to consider this strictly on the basis of principle, this recommendation does not 
go far enough, since those who are already receiving benefits would obtain the 
full value of such a reeommendation only in unusual circumstances On the 
other hand, it could well serve as the opening device for raising bencfits gener 
ally Another Congress could well raise the dropout to 10 years or more, with 
the &X pec tation that benefits would eventually be computed on only the 5 or 10 
years of highest earnings 

We believe that all new participants in the social-security program should 
have their benefit calculation and entitlement provisions based upon the new 
start principle 
5 Work test 

There is no reason why our society or its productive efforts should be com 
pletely robbed of the experience of those who are trained and skilled in their par 
ticular lines of endeavor merely because they have reached a certain age. Many 
who arrive at the retirement age of 65 wish to continue in some form of activ- 
ty not only for a monetary return but also to avoid complete vicissitude. This 
is made evident by the fact that the average retirement age today of a claimant 
receiving OASI benefits is 6814. The present work test, which cuts off benefits 
immediately upon a claimant’s earning $75 in a month’s covered employment 
has created hardships which should be lessened 

Under the present law the calculation of earnings for a self-employed person 
is on an annual basis. In the President's proposal the work test would be 
amended so that the first $1,000 of a beneficiary’s annual earnings would be 
exempted For each $80 of earnings above the exempted amount 1 month’s 
henefits would be suspended 

This association believes that the work test for employed and self-employed 
persons under the OASTI program should be on a comparable basis for entitle 
ment to benefits. We feel that the work test should be placed on an annual basis 
if administrative rules can be drafted which will keep fraud to a minimum. 
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We believe in the retention of the present provision permitting a person a 
75 to collect benefits and earn any amount. 


6. Disability freeze 

The President proposes in his recommendation that a period of disability 
which has lasted for longer than 6 months and which is expected to be lor 
continuing should not be taken into account in computing benefit entitlement and 
amounts. Persons disabled in the past and now collecting benefits would have 
their benefits recomputed on this freeze formula Disabled persons appiying for 
a disability freeze must be promptly referred to State rehabilitation agencies 
for needed rehabilitation service in order to promote their return to gainful 
employment. 

Benefits to persons permanently disabled should be granted to such disabled 
persons on the basis of need and not of right. The problem of the disabled is a 
State problem and one in which the Federal Government has no moral or | 
responsibility since the situation is one which calls for the dispensing of re 
and assistance to the citizens of a State. 

We believe that rehabilitation should be encouraged for both occupational and 
nonoccupational accidents. It should be understood, however, that rehabilita 
tion is a State responsibility. With more attention being given by medical 
thorities, business firms, labor unions, hospitals, and philanthropic organizations 
we look forward to an intensified program being inaugurated throughout the 
country in rehabilitation. Under the provisions of the President's proposa 
however, the law does not make it clear as to the required rehabilitation as 
basis for a disabled person receiving OASI benefits 

We are firmly convinced that bringing permanent disability under the OASI 


Sa 


program is a bad procedent. This problem should be cared for aside from the 
OASI program. States and cities take care of those who are now without me 
to care for themselves. There should be no interference, either direct on 


direct, by the Federal Government between the local authority and the recipient 
of these benefits. 


Determination of eligibility for temporary disability benefits or old-age benefits 


is possible on a fairly objective test What constitutes permanent disability is 
another matter and involves subjective considerations both of the claimant and 
the dispenser of benefits. Because of the subjective character of the claim and 






the needs arising out of these claims, we believe that this is a program which is 
best handled as part of the public-assistance work now managed by the State and 
local governments. 


7. Financing 

We strongly favor a system of financing completely supported by payroll taxes 
and based on pay-as-you-go. <A true pay-as-you-go system makes the taxpayer 
conscious of actual costs of old-age protection, balancing, on the one hand, wl 
we consider desirable against what can feasibly be paid for The present law 
with its tax schedule of graduated increases tends toward the direction of pay-as 
you-go. The reserve which has been heretofore established has confused the 
issue, leading some to believe that this social-welfare program is in reality a 
form of insurance. 

Were the system to be placed on pay-as-you-go we favor a 2-year periodic 
review of the tax needs to provide the benefits for the coming year Under such 
a plan it is proposed that each odd-numbered year a " t 
the Secretaries of the Treasury, Commerce, Labor, and Health, Education ans 
Welfare, report to Congress the income requirements necessary to pay for tl 
estimated benefit needs for the succeding 2 calendar years If an increase o1 
decrease in tax requirements is called for, the necessary tax rate shall be set 
by the Congress in accordance with the recommendations of this committee 
At no one time should the overall tax increase upon employees and employers 
combined be more than one-half of 1 percent If it is found that the benefit 
costs will exceed the amounts collected through payroll taxes in excess of this 
one-half of 1 percent maximuin a year we recommend that the additional amount 
be paid out of the reserve. 

Upon receipt of the committee’s recommendation Congress shall enact the 
necessary tax rate for the 2-year period If during such period Congress in 
creases the benefits under the law or amends the law’s provisions in such wise 
as to seriously affect the committee’s benefit estimates, then the committee shall 
make a revised promulgation of estimated benefits based upon such changes 
and shall then recommend a new tax rate to the Congress for enactment. Such 
new rate shall then be effective 


tee composed 


for the succeeding calendar year or years 
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Example: In 1957 the tax rate is set by Congress for the calendar years 195s 
and 1959. In the 1958 session of Congress the benefit amounts are increased 
requiring a total in excess of one-quarter of 1 percent to pay for the benefit 
increase. The one-quarter of 1 percent increase in tax shall go into effect on 
January 1, 1959. 

8. Elimination of quarterly reports 

The Commerce and Industry Association strongly urges that the Congress give 
consideration to the reporting of the OASI program on an annual basis. There 
is no justification for continuing the quarterly reports. 

Quarterly reports complicate the payroll and accounting procedures of every 
business firm. They add greatly to the operating expenses and they are a com 
plete economic waste. There would seem to be no reason why the social secu 
rity records for a current year could not be put on a request-reporting basis 
As a matter of fact, the records themselves are usually 6 months late in being 
posted so that when curent wage information is necessary in connection with 
a survivor’s claim for benefits it is very often necessary for the social-security 
agency to secure current information from the employer. Request reporting 
has been found practicable in administering the unemployment insurance pro 
gram in many States. In an industrial State like New York and in many other 
States wage information is now given to the unemployment insurance agency on 
a request-reporting basis, thereby eliminating the quarterly listing of names of 
employees and the amounts paid to such employees. 

On the Federal side millions of dollars could be saved annually by eliminating 
the need for processing these records. The W-—2 form for income-tax purposes 
and Form 941 should be combined in a single annual report 

It would be well to point out that reporting of wages for the self-employed has 
been on an annual basis and worked well. In the same manner as with the self 
employed, four quarters of coverage can be credited for each year in which the 
individual had earnings of $400 or more. 

9. Simplification of payroll-tar deductions 

We propose that the Ways and Means Committee consider a procedure fot 
simplifying the payroll-tax deductions so as to reduce the administrative burden 
now incurred by employers under current statutory requirements. Specifically, 
we recommend that the law be amended to include a payroll tax table under the 
wage-bracket method, which table would combine the tax deductions required 
under both the income tax (sec. 1622) and the social security tax (sec. 1400) 
provisions. 

With the increase in State and local payroll taxes imposed on a withholding 
tax basis many employers have recently found it necessary to deduct the two 
Federal taxes on a combined basis. The Internal Revenue Bureau has approved 
a combined withholding table but the brackets in such table are functions of 
the 2 percent Federal income employees tax rate. Our proposal contemplates 
that the brackets under the simplified procedure would conform to the brackets 
provided in section 1622. The introduction of a simplified method of payroll 
tax deductions would have no material effect on the revenue obtained under 
these two laws. Simplified payroll tax tables would materially aid the small 
employer whose accounting department is not equipped with high-speed machines 
and who is required to prepare his payroll on a manual or semimanual basis 
10. Taw on self-employed 

As a basic part of this concept of a self-supporting OAST system it is clear that 
the tax rate on the self-employed must be equivalent to the aggregate of the 
employer and employee shares. No adequate justification has been presented 
for the proposal that the self-employed should pay only 114 times the employee 
contribution rate and be subsidized in relation to the amounts required for an 
employee in covered employment. 

With the self-employed paying the combined tax rate of hoth the employer 
and employee it is our recommendation that one-half of such combined tax be 
permitted as a business expense on the self-employed income-tax return. This 
deduction would conform with the deduction of OASI tax now permitted as a 
business expense to other employers. 


Mr. Drrr. I would just like to make a few comments about certain 
aspects of the statement. 
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The statement itself is divided into 10 parts, and those parts which 
agree substantially with the recommendations made in H. R. 7119 
I will not refer to at this time. 

I would like to comment, however, on that feature whereby the 
tax base would be increased from $3,600 to $4200 per vear. 

We are opposed to any increase in the tax base for a number of 
reasons. 

At a time when we are hearing much discussion about reduction in 
taxes and increase in take-home pay, this recommendation would, in 
effect, reduce take-home pay of the individual to the extent that the 
$3,600 base Is increased to $4,200 and thereby, taxes are increased. 

We are doing just the opposite of what is intended by the social- 
security program in that we are taking more In taxes away from the 
individual, thereby interfering with his ability to save, and to the 
extent that we interfere with his ability to save we are interfering with 
the purposes whereby he could build upon the basic benefits provided 
in the OASIT program. 

President Eisenhower, In his message fo Congress recommending 
that the OAS] program be studie d, said: 

Private and group savings, insurance, and pension plans are a primary means 
of protection against the economic hazards of old-age and death. The OANSI 
system is not intended as a substitute for private savings, pension plans, and 
insurance protection. 

Thus, by increasing the tax base and ll creasing the taxes wh ( h 
are taken out of the individual’s take-home pay, we are prev 


him to some extent from building upon this basic element; that is 
the OASIT program. 

We are opposed to the dro} out provisions of the proposed law 

t a new-start principle be adopted just 


I 


and we recommend instead tha 
as was adopted back in L950, 

We believe that the d ‘opout provi ions establish a very bad prece 
dent in that the 4-vear dropout could at some place along the line 
be increased by another Congress to 10 years and to 15 years, and 
eventually we would come to a day when perhaps the social security 
benefits would be computed on a person’s highest 5 years of earnings 
instead of his average earnings during his working life. 

As regards the financing under the OASI program. we all recog 
nize the fact that the contribution rates will increase. One result 
of such increases is that. those who retire in the early years of opera- 
tion do not pay as high a rate for the benefits they receive as do 
those who retire in subsequent years. 

Robert J. Myers, Chief Actuary of the Social Security Adminis 
tration, writing in the June 1953 issue of the Social Se urity Bulletin, 
states: 

Another problem arising with an increasing contribution rate is that ultimate 
rates must be higher than individual equity would suggest, that is, the young 
entrant would be able to purchase more protection with his own employee con- 
tribution from a private insurance company than is furnished under the Social 
Security System. 

Mr. Myers then suggests that a solution would be to have an 
ultimate Government contribution or subsidy, which, of course, we 
oppose as we believe the whole program should be kept on a con 
tributory principal. 





































162 SOCIAL SECURITY ACT AMENDMENTS OF 1954 


The point I bring out here is that 40 or 50 years from now why 
would any young entrant in the labor market want to be covered by 
a social-security program that extracts greater permiums from him 
than would a private insurance company for the same amount of 
benefits. 

We advocate the pay-as-you-go system of financing. In our state- 
ment advocating this pay-as-you-go principle we are proposing what 
may be considered a unique financing formula. We favor a 2-year 
periodic review of the revenue needed to provide the benefits for the 
coming 2-year period. It is our proposal that legislation be enacted 
whereby an independent committee of four Cabinet members, namely, 
the Secretaries of the Treasury, Commerce, Labor, and Health, Educa- 
tion, and Welfare be set up to report to the Congress as to the esti- 
mated benefits required to the 2 year period following the year in 
which such report is due, and also, recommend to the Congress at 
that time a tax rate which would be necessary to cover the cost of 
such estimated benefits. , 

Furthermore, we propose that these reports be furnished in odd- 
n unbered veal 

Let me illustrate: In the vear 1955, this independent committee of 
four Cabinet members, having made their study would report to the 
Congress, submitting a projection of the anticipated benefits for the 
calendar years 1956 and 1957, as well as recommend to the Congress at 
hat time the necessary tax rate which would bring into the fund 
sufficient revenue to pay such benefits. 

During the last year of this 2-year period, that is, in 1957, the same 
committee would then make their report to the Congress covering 
the vears 1958 and 1959. 

In this way, Congress could be making the necessary determina- 
tions as to tax rates in the odd numbered years in an atmosphere 
devoid of the political pressure that exists in even-numbered years 
when the entire House and one-third of the Senate is up for reelection. 

We propose it to the extent that the recommendations of this in- 
dependent committee would fall short and that the benefits would ex- 
ceed the tax rate in a given 2 vear period, that any excess benefits 
would at that time be taken out of the present reserve fund of $18 
billion. 

We have two other suggestions that we wish to make at this time. 

These matters are not specifically covered in H. R. 7199, but we feel 
they are of vital interest to the employe rs. 

First of all, we recommend that quarterly reports be eliminated 
and that the computation of benefits for employed persons be placed 
on the same basis as comput: ition of benefits for the self-emp loved, 
that is. to the extent that an emp loved person has $400 of earnings 
in a year he would receive 4 quarters of coverage just as the self- 
emploved does at the present time. 

With this change in the law, the next step would be then to elimi- 
nate the necessity for employers submitting quarterly reports, and 
annual re ports could be substituted therefor. 

(nother recommendation that we make is in connection with pay- 
roll tax deductions for OASIT purposes. 

At the present time the law provides only one method of deduction 
and that is a straight percentage method. We recommend that the 
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OASI law be amended to provide for deductions similar to the Fed 
eral income tax with withholding procedure, that is, either a percent 
age method or a wage bracket method. In making such a change in 
the law, employers then could have a combined payroll tax deduction 
on a wage bracket method which they do not have at the present time. 

Many emplovers are actually using a combined wage bracket tax 
withholding table. 

I have brought with me some copies of this form which we are 
using ourselves in the company that I represent, McKesson & Robbins, 
and they are being used, not with the approval of Internal Revenue 
Service because they are not able to approve it since it is net written 
into the law, but they do not disapprove the use of these tables and 
therefore, we recommend that the law be amended to provide for 
use of a combined table of this sort. 

It is very important to the small employer particularly who does 


not have available high speed machine equipment t il s available to 
the larger employers. 
This follows a recommel a ition wh ch Wa ! ice n J lv < f last 


year to your committee by representatives ol the Bi 
The CHatrman. We thank you, sir. 
The next witness is Mr. William C. Greenough, vice president of the 
Teachers Insurance ind Am Uity Association of Ame} L. 


STATEMENT OF WILLIAM C. GREENOUGH, VICE PRESIDENT, 
TEACHERS INSURANCE AND ANNUITY ASSOCIATION OF AMERICA 


Mr. GreenovucH. Mr. Chairman, may | present my statement for 
the record and speak very briefly ¢ 
The CHarrMAn. Yes. 

Without objectic nit is so ordered. 


(The statement is as follows:) 


STATEMENT ON Sectrion 101 (1) or H. R. 7199 spy Writtam C. GREENOUGH, 
TEACHERS INSURANCE AND ANNUITY ASSOCIATION OF AMERICA 


My name is William C. Greenoug I am a vice president of Teachers Insur- 
ance and Annuity Association of America (TIAA) located in New York, N. Y 
We have requested this opportunity to appear before your committee in support 
of section 101 (i) of H. R. 7199, which would amend section 218 (d) of the 
Social Security Act to make OASI coverage available to State an val public 
employees who are members of existing retirement systems 

PIAA is a nonprofit legal reserve life insurance company which was estab 
lished in 1918 under the sponsorship of the Carnegie Corporation of New York 
and the Carnegie Foundation for the Advancement of Teaching rIAA was 
organized to provide the means for funding the retirement plans of colleges, 
universities, and other institutions of higher education, when it became apparent 


that the free pension system provided by the Carnegie Foundation could not 
adequately provide for all of the retirements in public and private higher educa 
tion in the United States. A large part of the over 600 educational institutions 
funding their retirement plans through TIAA are privately endowed, but there 
are also a number of State and municipal institutions with TIAA retirement 
plans. TIAA is therefore in a unique position to compare the different situations 
which have resulted for institutions of higher education in the United States 
under the divergent provisions of the social security amendments of 1950 for 
public and for private institutions. 

The 1950 amendments made social security available to private nonprofit edu 
cational institutions on a voluntary basis, requiring the assent of the institution 
and two-thirds of its employees. Under this provision practically all of the pri- 
vate institutions cooperating in TIAA plans have come into the social security 
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system, making the necessary adjustments in their retirement plans to integrate 
with social security coverage. This coverage has proved to be of considerable 
benefit to these institutions. Valuable retirement benefits were made available 
to older staff members in a manner that rendered provision for past service bene- 
fits under the retirement plan much more feasible. The death benefits under OASIT 
have given the younger staff members much assistance in making provision for 
their dependents. OAST has been particularly valuable to nonfaculty employees, 
both because they are generally in a lower paid group, and because they are likely 
to come to the institution from or leave the institution for, positions in the local 
labor market rather thon another college or university. 

At the same time that these developments have been taking place in private 
institutions of higher education, the public institutions have very largely been 
blocked from similar OAST benefits for their staff members by the provisions of 
section 218 (d). All but a few of these institutions have retirement plans. The 
Social Security Administration has taken the position that under section 218 (b) 
(4) it is immaterial whether such plans are 


administered by public or private 
agencies 


Therefore the only method of making social security available to the 
vast majority of these institutions has been the abolition of the existing retire 
ment plan before social security can be extended to the 
ment of the State with the Social Security 
tions and statewide plans have 


institution by the agree 
Administrator. A number of institu 
done just that, leaving the employees formerly 
covered by the retirement plan to be provided for only by OASI. This is a most 
unsatisfactory arrangement. While OAST is an important basis for retirement 
and dependency benefits, it must be supplemented by a strong and well-planned 
retirement system to achieve satisfactory results. 

A number of other States wishing to retain the best features of their existing 
retirement plan as a supplement to OAST have gone one step beyond the simple 
abolition of the retirement plan. These States having gone through the dissolu 
tion proceedings, and having obtained coverage through the State 
have then proceeded to establish 
This mi 


agreement, 
a new retirement plan integrating with OASIT 
ht seem to be a simple solution, but in practice it has entailed tremendous 
complexities in making adequate provisions with respect to all different types 
of State employments, not to mention the difficulties encountered in obtaining com 
plete and simultaneous coordination of all branches of the State 
Several State institutions cooperating in TIAA 
through such dissolution and reinstatement 


government. 
retirement plans have gone 
proceedings, including the State 
University of Iowa, Iowa State College, Iowa State Teachers College, the Uni 
versity of Utah, and Utah State Agricultural College; all of these institutions 
have confirmed the difficulties involved 

One possib'e serious complication of a dissolution plan is illustrated by the 
Virginia dissolution proceedings, the first instituted under the present section 218 
(ad). While the State retirement plan was abolished at the time social-security 
coverage was extended to the State government and its instrumentalities, in 
eluding the University of Virginia, the TIAA retirement plan at the University 
of Virginia was left in effect. Asa result, the members of the TIAA retirement 
plan there not only are not covered by social security at the present time, but can 
never he covered under the present law, since they were covered by an existing 
retirement system at the time the Virginian agreement was extended to the Uni- 
versity of Virginia 

Many other institutions of higher education have seen the difficulties 


in 
volved in going through with dissolution plans and have further 


distrusted 
their very nature. Some of these institutions, including the University of Arkan 
sas, the University of New Hamnshire. and the University of Alabama, have had 
social-security coverage extended to them by State agreement without dissolu 
tion of the existing retirement plan. This was for the purpose of obtaining 
social-security coverage for those employees who were not in the retirement 
plan. The result of such action, however, is in effect the same as the result at 
the University of Virginia in that those positions covered by the retirement plan 
at the time of extension of the agreement can never be brought into social 
security under the present law 

Still other publicly supported institutions with existing retirement systems 
have considered that sections 218 (d) and 218 (hb) (4) exclude their employees 
from OAST coverage. This list includes almost all the State teachers colleges 
in the country and many State universities with public retirement plans. It 
also includes State universities like Indiana University, Purdue University, Uni- 
versity of Michigan, University of Washington, State College of Washington, 
and University of Colorado, with TIAA plans. 
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We have recently conducted a survey of the public educational institutions 
cooperating in TIAA retirement plans and we find that they are universally in 
favor of the availability of OASI coverage to them on a voluntary basis. Some 
have expressed certain doubts on the score of obtaining adequate integration 
with their own State retirement plans, but these problems are obviously much 
better solved individually on a State level rather than by an arbitrary Federal 
rule such as exists at present Many institutions have indicated their enthusi 
astic support and a probable intention to take the necessary steps once a simple 
and straightforward procedure is made available 

One of the fundamental purposes of Teachers Insurance and Annuity Associ 
ation has been to establish a retirement system which would be available to all 
institutions of higher education in this country, without the artificial barriers 
to the mobility of academic talent which may be thrown up by individual 
retirement plans which are confined only to specific institutions. We believe 
that we have gone a considerable way in eliminating these barriers by the 
establishment of retirement plans under which employees own completely vested 
contracts which they may take with them to new employment, rather than 
fearing pension loss under a forfeiture plan. However, a barrier to mobility 
of academic talent has been established between public and private institutions 
by the provisions of section 218 (d), which have very largely operated to exclude 
public institutions from social security Thus public employees cannot accrue 
OASI credits which they may take with them, and new employees bringing OASI 
credits with them to public employment may lose their benefits. 

We earnestly recommend that this distinction between institutions of higher 
learning which otherwise maintain the same standards, and which together 


form one system of higher learning for our country, be removed, and that the 
public institutions be offered the same opportunity for participating in the bene 
fits of OASI which is now available to the private institutions. 


Respectfully submitted. 


Mr. GreenouGu. I am William C. Greenough, vice president of the 
Teachers Insurance and Annuity Association of America. I am ap 
pearing In support of extension of social security to State and local 


public employees, who are members of evisting retirement systems 

The Cuamman. About how much time will you require ¢ 

Mr. GreenoucH. About 2 minutes. 

The CHarrMan. Thank you. 

Mr. GREENOUGH, Our company represel ts about 650 colleges, the 
majority of which are private, but a great many are public. 

We watched the action in 1951 when social security was extended on 
a voluntary basis to the private institutions with no protection in 
the law for their existing retirement systems. 

Coordination was made without any difficulty, very easily, and no 
protection was needed. 

The public institutions which were excluded by section 218 (d) 
have turned into pretty much of a mess with some abolishment of the 
retirement systems to get OASI, no reinstating and all of that pic 
ture where vou had some institutions in and others, not. 

It has been a very serious problem for higher education which has 
had a tradition of transferability among employers. It is the one 
employment that has had that tradition and the present OASI puts 
a tariff barrier right down the middle of that one area, so we do 
earnestly recommend that the provisions be extended and we do not 
think any special safeguards for existing plans need be set up. 

The Cuarrman. We thank you very much, Mr. Greenough, for 
your statement. 

* The next witness is Mr. Edward D. Hollander, national director of 
Americans for Democratic Action. 
We are glad to see you here, sir. 
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STATEMENT OF EDWARD D. HOLLANDER, NATIONAL DIRECTOR, 
AMERICANS FOR DEMOCRATIC ACTION 


Mr. a LLANDER. Thank you Mr. Chairman. 

Mr. Chairman and members of the committee my name is Edward 
D. ae ede and I anh national director ot Americans for Demo 
cratic Action. Lam happy to have this opportunity to present ADA’ 
views on H. R. 7199 

ADA looks upon an adequate social-security system as one of thi 
bases of a democratic soc ity. It is not alone that social security 
provides a means of preventing or alleviating want and suffering, 
though that is a great blessing. 

It is even more that by freeing people from the specter of want. 
it preserve their dignity and self respect, gives them confidence in 
themselves and lovalty to the society of which they are a part. 

People goaded by fear are never really free, and by the same token, 
people secure in their livelihood and their future have no cause to 
surrender their freedom for the false promises of dictatorship. 


1} 


President Eisenhower's proposals, as incorporated in your bill, 
represent in one respect a great step forward. The increases in cov 


erage would make it possible for virtually the entire working popu 
lation of the United States to obtain the protection and the benefits 
of old-age insurance. 

This is a goal that was set when old-age insurance was proposed 2 
years avo. 

It is now within our grasp, and we sincerely hope the Congress will 
enact it, so that within a comparatively few years all of our popul: 
tion can look forward se ‘urely to this protect tion for thems selves and 
their dependents. 

The President’ prope als are slonificant in one other respect 
kor nh number oft veal < thre re hy ive been voices beoulling us TO divert 
part of the funds accumulated for old-age insurance to pay benefit 
t< ld people not now covered under the system. 

Such plans, as propo ec by the United States Chamber of Com 
merce, and D\ certain Members of Congress would, in effect. under 
mine the contributory, wage-related system, and use the funds in lieu 
of the Federal-State programs of old-age assistance to persons 1n 
need, 

‘These proposals, by paving the minimum benefit to million of 
persons with no earned-benefit rights would, in effect, shift the Federal 
Government’s liability for old age assistance from the ‘Treasury to 
the insurance fund, thereby shifting the tax load from the general 
revenues to the employers and employees who are contributing to the 
insurance system. 

It. would still leave the States with the liability to make up the 
difference between the meager minimum benefits proposed for the 
newly covered and the assistance payments they are now getting. 
Whatever the motives for such proposals, however Ingenious they 
may appear, W » believe they are destructive and dangerous. 

We think the. country has cause to be grateful that the President has 
turned his back on these proposals and, in declaring the present system 
“basically sound,” has proposed to expand the coverage of the system 
by bringing into it all classes of employed and self emp loved people 
and giving them the chance to build up rights to future bene fits 





SOCIAL SECURITY ACT AMENDMENTS 195 767 


Mr. Chairman, we wish the rest of the bill were as forward looki 
ind as adequate to the need ° However. ! l pinion, he ovuhel 
provisions, although most are constructive step 1e tion of 
more adequate social security, for the n t F | ar short of 
giving the people of this country the | t t] 
hazards of old age and disability 
them. 

Frankly, it is difficult for 
case. We have had nearly 15 years of experience 
programs in the United states. We have proceed d 
oping the administrative technique the fi 
learned pretty well which area n 
remain unmet. We have been blessed during mos 
a prosperous econolny which ha minimized 
tem and permitted the accumulation of resources 

Now we are entering a period when the s: m ma 
severer tests. We ot ADA ie alarmist al it the pi 
nomie situation. We do not think the recess 1 will deepel 
depression certainly it need not. 


p 
But we believe that we are In a period when P 1] employment 


cannot be taken for oranted, when it 1s necess: ry to tae all prud hit 
steps not only to alleviate distress that appears when unemployment 
is even less than it is now, but also to buttress the economy to resist 
declines. 

Social security provides one of the most efficient, direct, and imm« 


diate ways to do this; the payments are to Tamu s who, by definition, 
pour their benefits quickly into the stream of pure] hg powel 
Yet under p resent programs, ne ther the beneficiaries nor the econ- 


omy are rece iving the suupport to accompli h these purposes. 

During 1953 a weekly average of about 800,000 pers drew bene 
fits under the unemployment compensation laws to an annual total 
of about $900 million. 

A recession not much worse than we are in now m oht increase the 
number of beneficiaries to about 3 million and the benefits to some 
thing less than $4 billion. This is not an inconsequential sum, but 
it is only about 2 percent of total wa ge an id salary income and falls 
far short of compensating either the individuals or the economy for 
the wage losses arising from 4 million or more w employed. 

Similarly, the $3 billion of old-age benefits as of 1953, while pro- 
viding an Important source of income to the beneficiaries, has a com 
pari atively small impact on the total economy. It seems to us there 
Is no reason to delay longer the enactment of a social-security system 
as nearly adequate as we are able to make it. 

We support the increase of benefits to old-age beneficiaries, but we 
think they should be substantially greater than those prov ided i in the 
bill. The present benefits are indeed inadequate as Representative 
Kean so forefully po inted out on the floor of the House several weeks 
ago. Even under conditions of prosperity, more than 10 percent of 
the beneficiaries are so inadequately provided for that benefits must 
be supplemented by old-age uiuiataie payments, under the strict 
tests of need. 

As Mr. Kean reminded us, the benefits were too low when the law 
was originally enacted in 1935; and they have scarcely kept pace with 
the increases in average earnings and in the cost of living. 





768 SOCIAL SECURITY ACT AMENDMENTS OF 1954 


We believe that, even with the liberalized retirement test, neithe: 
the $5 increase in the minimum nor the $13 increase in the maximum 
is sufficient to permit workers to retire without sacrificing their 
standard of living. 

In the first place, the maximum annual earnings on which con 
tributions and benefits are based should be increased to $6,000, rather 
than $4,200 as proposed in the bill. At present wage levels, $4,200 is 
scarcely more than the average annual earnings of factory workers; as 
it has doubtless been pointed out to you, it would require a maximum 
of about $7,500 to achieve the same degree of coverage today as the 
original $3,000 limit provided when it was enacted. 

Certainly, the cutoff should be high enough to include the full 
earnings of a very high fraction of regularly employed male wage 
and salary workers. The proposed $4,200 does not; it cuts off more 
than 40 percent, and would impose on a large fraction of beneficiaries 
a flat-rate benefit far below their standard of living. 

Increasing the earnings base, of course, raises the maximum bene 
fits; but we believe that all benefits should be substantially raised by 
liberalizing the benefit formula. Under today’s standards and costs of 
living, we believe the formula should provide at least 60 percent of the 
first $100 of average earnings and 30 percent of any amount above $100 
up to $400. Thus, a worker with average earnings of $2.400 would 
receive $90 instead of a meager $70 under the proposed bill; and a 
worker oe average income of $3,600 would receive $105 instead 
of $77.5 50 

A worker with average earnings of $4,200 would receive $135 a 
month—surely not an excessive benefit—and a worker with average 
earnings of $6,000 or more would receive $150, compared with the $108 
maximum for both provided under this bill. 

We believe this country can and should pay enough to permit its 
retired workers to maintain their standard of living. 

It is encouraging to find that the committee has taken a step forward 
toward meeting the problem of the disabled worker. But the proposal 
is not only adequate to the need—it seems actually inhumane. 

The provision which “freezes” the benefit right of a disabled worker 
until he reaches the statutory retirement age is better than nothing, but 
it will be small comfort to him during the intervening years when he 
is not only unable to work but also under extraordinary expenses 
because of his disability. 

We can see no reason why a person totally disabled should not a 
treated as eligible for retirement for the duration of the disability, 
that at least some part of the burden on him and his family might be 
eased. 

When these misfortunes befall the wage earner of a family is 
exactly when the family most needs protection. Without it, the danger 
of acute want is very real. We think this protection is important 
enough to justify ine ‘reased contribution rates, if that were necessar v. 

Mr. Chairman, it has been said that a society can be-judged by how 
well it provides for its dependent population—its very young and its 
old, its sick and disabled. By this test, we in the U nited States made 
ereat progress in the past quarter century, but we have not achieved 
nearly what we could and should. 
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This bill will determine whether we are going to creep along too 
slowly and too late, or whether we are going to have the kind of 
social-security system this country can afford and its people deserve. 

Creeping social security, as exemplified by H. R. 7199, is not good 
enough for the United States. 

The CuHarMan, Thank you very much, sir, for your appearance and 
testimony. 

Mr. Byrnes. Mr. Chairman. 

The Cuarrman. Mr. Byrnes. 

Mr. Byrnes. As I understand it, you are protesting the fact that the 
increases in benefits proposed under this bill before us do not go far 
enough, that they are inadequate 4 

Mr. Hotianper. Yes, sir. 

Mr. Byrnes. I would assume that you would provide greate1 
increases to the presently eligible retired people ? 

Mr. Houianper. Yes. 

Mr. Byrnes. Yet at the same time you say that we should not do 
anything for today’s unprotected retired aged because it would jeop 
ardize the fund, and so forth. 

What about the additional drain on the fund by reason of increased 
benefits to presently eligible retired aged ¢ 

How do you rationalize that ? 

Mr. Hoixianper. In the first place, I want to make it plain that I 
did not intend any inference that nothing should be done to help 
today’s retired aged who are not covered under the system. On the 
contrary, we feel that the old-age assistance program was provided 
exactly for this purpose and to fill the gap between the beginning of 
the contributory system and the time, perhaps, a generation from the 
beginning, when it became fully operative. 

As far as the higher benefits are concerned, Mr. Byrnes, we feel that 
a part of this would be financed by raising the maximum contribution 
rates. 

Mr. Byrnes. However, it is not being paid by them at all. They 
are presently retired. 

Mr. Houtianper. This is true also of the people you are bringing 
into the system who will very shortly be covered. 

Mr. Byrnes. That isa drain on the fund, too, is it not ? 

Mr. Hotianper. Yes. 

Mr. Byrnes. All right; I have difficulty in seeing why you can agree 
to have a drain on the fund by some people and not by others. 

Mr. Hoxtianper. These are the problems that are inherent when 
you start to get a social-security and old-age system under way, dur- 
ing the per iod when there are m: iny people building up benefit rights 
who are not yet eligible for the system. 

Mr. Byrnes. I am talking about the people who are retired and 
drawing benefits today. 

You would increase their benefits as a drain on the fund. They 
have not contributed anything specifically toward that increase. 
They are not a part of any contract or anything else. 

Mr. Hor.anper. That is right. 

Mr. Byrnes. What is the difference between the drain on the fund 
resulting from that increased benefit and the drain on the fund by 
reason of giving it to the presently unprotected retired aged ¢ 
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Mr. Hottanper. Because in the case of people who are now drawing 
benefits under the system, by stepping up the maximum wage rates 
to increase the contribution you do not pay them increased benefits 
out of money which they have contributed, but you pay them increased 
benefits of money which is being additionally contributed into the 
reserve fund. 

Mr. Byrnes. Can you not do that same thing for the people who 
are presently unprotected retired aged? 

Mr. Houianper. If you were to raise the contribution rates, to take 
account of this. 

Mr. Byrnes. Then you would favor it? 

Mr. Hotianper. However, not to divert that which has already 
been paid in. 

Mr. Byrnes. In other words, you would then approve of covering 
the presently unprotected retired aged if you could do so by either an 
increase, or Whatever reason was necessary, to maintain the present 
fund ? 

Mr. Horianpver. I would be in favor of doing this if it could be 
done without jeopard zing the basic soundness of the system that is 
here now and without undermining the financial base of it. 

Mr. Byrnes. That is a matter of relativity then, is it not ? 

Mr. Hotianper. Yes, sir. 

Mr. Byrnes. Because you are putting a drain on the fund by in- 
creasing the benefits of today’s retired. 

Mr. Hotianper. That is right, but at the same time you are increas 
ing the income of the fund. 

The Ciaran. We thank you, sir, for your appearance. 

The next witness is Mr. Hulen C. Walker, of the American Asso- 
ciation of Workers for the Blind. 

Mr. Waker. I would appreciate it very much if the committee 
would hear Mr. Salmon, of the American Foundation for the Blind 
and trustee of the organization. 

The CuatrmMan. We will be delighted to hear from Mr. Salmon. 


STATEMENT OF PETER J. SALMON, TRUSTEE, AMERICAN FOUNDA- 
TION FOR THE BLIND, AND CHAIRMAN, JOINT LEGISLATIVE 
COMMITTEE, GREATER NEW YORK COUNCIL OF AGENCIES FOR 
THE BLIND, AND NEW YORK STATE FEDERATION OF WORKERS 
FOR THE BLIND 


Mr. Satmon. My name is Peter J. Salmon. I have a statement to 
make which will not take me more than about 4 minutes. 

The CuarrMan. We certainly want you to make a statement. It is 
very fine of you. 

Mr. Satmon. Thank you. 

First of all, may I say that I am filing a statement on behalf of the 
American Association of Workers for the Blind. I have given it to the 
reporter, 

The CuatrmMan. Without objection, that statement will be included 
in the record. 

(The statement is as follows:) 
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STATEMENT OF THE AMERICAN ASSOCIATION OF WORKERS FOR THE BLIND REGARDING 
THE WELFARE OF THE BLIND 


My name is Francis J. Cummings. I am chairma 
of the American Association of Workers for the Bl 


of professional workers in the area of blindness 


half the members of our association are b 
executive secretary of the Delaware Comm 
program of financial aid to the needy blind ur s 
and a program of vocational rehabilitation of the blind 
Federal plan. My acquaintance with the work needs 
of blind people is, therefore, from direct experie! 
The legislative committee of the Amet 
slind respectfully requests the committee 
social security provisions the one relat 
blind) and the other to disability payments The present law t 
first $50 of earned income shall be exempt in computing the grant to which 
an applicant for aid is entitled. We believe that the purpose of this pi 
has been fufilled, viz, the encouragement of more public 
accept training and subsequent employment, thus not 
many blind people fuller and more satisfying but in many 
these blind people from the assistance rolls entire 
however, that some who have been stimulated to 
their efforts when they reach the allowable $50. 
exemption of earnings to complete deduction of earnings f 
sudden. The transition should be made less violent by amendil 
mit the exemption of one-half of each dollar 
exempt. Thus those workers who, through 
the $50 point has been reached will no lor 
work themselves off the aid rolls 
logical, a great humanitarian change be effected 
but more recipients of aid to the needy blind will 
cobhsumers 
The other change we seek relates te 
ployment who loses his eyesight should, after I 
which time it will be definitely determined by competent 
the blindness is or is not permanent, receive social-se¢ 
if the blinded individual had reached the age of 65 yea 
ple, blind through no fault of their own, will not be ob | 
assistance but will receive compensation from a fund they had c bute 
were expecting to draw on in years to come. Their self-respect would be gre: 
bolstered, and the avowed aim of experts in the field to get 
possible off aid rolls and onto social-security rolls would be complied with 
We of the American Association of Workers for the Blind are from 
State in the Union, from public and private agencies, from | l. statew 
natiouwide service organizations. We feel that we are in pe 
the Congress some of the needs of our blind people We w 


your giving serious consideration to the foregoing proposals 


Mr. Satmon. I would like also to just briefly re: of this 
statement which I have prepared. 

Mr. Chairman and gentlemen of the committee, tod: have the 
privilege of representing the American Foundation the Blind, 
of which I am trustee. I am also authorized to speak for the Greater 
New York Council of Agencies for the Blind and the New York State 
Federation of Workers for the Blind. 

The CHarrMaAn. We are very glad to have you here, sir. 

Mr. Satmon. I am going to put these @lasses on. 

I could not read at all, but I have a short nose and these are 
magnifying glasses. With them I will be able to read this. 

Ordinarily I would be presenting this in braille, so we are having 
some progress along the line. 
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The CHAIRMAN. You may sit down. 

Mr. Saumon. Thank you very much. 

in ender to refresh your memory with respect to the blind, may I 
point out briefly that over 90 percent of ~~ blind persons of the United 
States are over 20 years of age, and it is a fact that more than 50 
percent of the blind are over 55 vears of age, so that in dealing with 
the blind, we are concerned almost entirely with adults. 

The question of coverage under OASIT was resolved a few years ago, 
by permitting charit: able nonprofit agencies to elect coverage under 
the act, so that many blind persons can now look forward to receiving 
OASI on a basis comparable to that of the sighted. 

This is a distinct step forward, and those of us who are d: ily con 
cerned in promoting the welfare of the blind are greatly encouraged 
whenever it is possible for a blind person to be taken off the relief rolls, 
either through OASI—or as happens so often in 
increasing their earning ability. 

One hope that we have always had relates to possible coverage 
under OASI of a person who becomes permanently or totally disabled, 
and we wish to suggest to the committee that in giving « ‘onsideration 
to the final writing of any bill, that a person who becomes blind and 
who at that time is covered under OAST, should receive the same 
compensation under OAST as he would if he were actually 65 years 
of age. 

Under H. R. 7199, we wish to make the following suggestion with 
relation to the definition of blindness. On page 48, line 13, after the 
word “blindness” we suggest that the definition used be stricken out 
and that in its place, the following definition in common use through 
out the United States and in line with the recommendations of the 
Social Security Board adopted in 1934, be substituted : 

Central visual acuity of 20/ 


200 in the better eye with correcting lenses, or that 
the widest diameter of the visual field subtends an angle no greater than 20 
degrees, 


1 practice—through 


Of necessity, a considerable number of blind persons, as you know, 
have never been able to earn the benefits included under OASI cover 
age, and it is our concern for them which impels us to suggest here 
that any consideration of disability must also take into account a 
broadening of Title X, which makes provisions for grants-in-aid to the 
blind. 

It may be well to point out here that though many of us regret. the 
necessity for the need for public assistance, the stark facts of the 
matter are that without public assistance, there is no question but that 
great misery would accompany blindness wherever it occurs. 

The private philanthropy, which formerly endeavored to provide 
financial assistance, was never able to do it adequately and could 
not possibly do so tod: Ly. 

For a large segment of the blind population, public assistance should 
be considered as a way of life, rather than as a temporary help. 

The Congress has taken this into account in the past, by m: king 
prov isions through title X for aid to the blind. One of ape provi- 
sions was incorporated in the Social Security Act of 1950, as amended, 


and provides for an exemption of $50 a month of nek income for 
blind individuals. 
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At the time that this provision was suggested, Mr. Reed had a bill 
which was looked on very favorably by a large wry of persons inte! 
ested in work for the blind—this was H. R. 6211 of 1948. 

Among other features of this bill, there was a provision to exempt 
4600 of income annually of blind persons on public assistance, regard 
less of the source of income. This we feel would have been a better 
provision than the one that was actually incorporated into the Social 
Security Act of 1950—of exempting $50 a month of earned income, 
because it would have permitted the blind person to receive some help 
from friends, from agencies for the blind, or have some minor income 
in addition to public assistance, which would help him to obtain some 
of those little extras that he needs and to raise his standard of living 
lightly above the subsistence level. 

This is important because, as we have already said, receiving public 
assistance by the blind persons represents a way of life rather than 
merely temporary assistance. 

We would like to respectfully suggest that when the committee is 
pre paring a bill on the subject of social security, the following provi 
sion be incorporated into section 1002 (8) of title X: 

In computing the budget of a blind individual, $50 a month or $600 per annum 
of income be exempt, and that in addition, a further exemption of 50 cents on 


every dollar of earned income be exempted but not to exceed an exemption on 
earnings of more than $50 per month. 


With respect to the exemption on earned income, we like to point 
out that the reason for this suggestion is that it provides a continuing 
incentive for a blind person to actually earn a portion of his budget 

least up to $50 per month. This suggestion will in no way reduce 


recipients of public assistance—it may in fact increase the number 
slightly—but it will assure those blind persons who need it most, of 
receiving the kind of help that the Congress has seemed willing to 
give, but will not extend this help to competent blind persons who do 
not need it. 

It may be that when you are considering these matters, you will 
require additional information from us, and if so, we will be only too 
pleased to make ourselves available to the committee at any time. 

We have good reason to be pleased with the treatment accorded 
to the blind by the Ways and Means Committee and by the Congress 
over the years, and as one of those deeply interested in their welfare, 
may I take this opportunity to express sincere appreciation to you. 

We feel that the W ays and Means Committee and Congress have 
been really very generous in their treatment of the blind over the years 
and those of us who have been appearing before you for many years 

can look back to days when desolation and misery were the lot of the 
blind. 

Today, the blind person, even those on public assistance, is treated 
with respect and through many other means which you have pro 
vided blind persons over the country have been able to earn their living, 
many, many of them, and there is tod: ay a much better outlook for the 
blind than there was, s: ay, 15 or 20 years ago. 

I have been asked to tell you, and I tell you on my own behalf, that 
we appreciate this consideration that you ‘have given us and that the 
Congress has given us. 

Thank you very much. 

45629—n4——0 
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The Cuarrman. We think you very much, sir, and I want to say t 
you, and I think [ express the sentiment of our entire committee, t] 
the blind people of this country and you leaders are Americans of t 
greatest courage and we respect you. We admire you. 

Mr. Saumon. Thank you. 

The CuatrmMan. The committee will now adjourn and we will have 


further public hearings on this bill tomorrow. We will meet at 1 
o'clock. 
(The following material was submitted for the record :) 


CONGRESS OF THE UNITED STATES, 
House oF REPRESENTATIVES 
Washington, D. C., April 5, 
Hon. DANIEL REED, 
Chairman. Committee on Ways and Means, 
House of Re prese ntatives, Washington BS. D. C. 

Dear Mr. CHAIRMAN: Aerie No. 2265 of the Fraternal Order of Eagles has 
requested me to present the enclosed resolution, which they adopted favorit 
liberalized society-security benefits, to you in order that the committee might lb 
advised of their views 

With best wishes, I subscribe myself, 

Cordially and sincerely yours, 
JoHN D. DINGELI 


FRATERNAL ORDER OF EFAGLES—RESOLUTION FAVORING LIBERALIZED SOCIAL SECURITY 


Whereas the Fraternal Order of Eagles was a leader in the campaign for 
enactment of the Social Security Act and the earlier campaigns for the passage 
of State old-age pension laws; and 

Whereas the Fraternal Order of Eagles, by unanimous vote of delegates in 
national convention assembled, has urged the liberalization of the Social Security 
Act so as to extend coverage to all workers and to expand the program to protect 
wage earners against all major hazards of life and to adjust payments to meet 
increased living costs; and 

Whereas the President of the United States, Dwight D. Eisenhower, in his 
recent message to Congress, has urged that the Social Security Act be liberalized 
to provide that 

(1) The minimum benefit for retired persons be increased from $25 to $30 
per month, the maximum from $85 to $108.50 

(2) Ten million additional persons be included in the security system. 

(3) The first $1,009 of annual earnings by retired persons be exempted from the 
regulations of the Social Security Act 

(4) The earnings base for participants in the plan be raised from $3,600 
to $4,200 

(5) The 4 years of lowest income for such beneficiary be discarded in computing 
benefits 

Whereas friends of social security, Democrats and Republicans, have endorsed 
the President’s suggestions as a long step forward in providing adequate old-age 
security for all Americans: Now, therefore, be it 

Resolved, That our aerie endorse the President’s proposal for improving the 
Social Security Act and respectfully urge the Congressman from our district and 
the United States Senators from our State to enact such recommendations 
into law 

Adopted this 8d day of March 1954. 

Motor City AEkIE, No. 2265. 
Howarp Tvony, 
Worthy President. 

Attest: 

AtLonzo R. LINcE, Secretary. 


rHE ASSOCIATION OF THE BAR OF THE City OF New York, COMMITTEE ON LABOR 
AND SocraL Securtry LEGISLATION, RePorT oN H. R. 6812, Provipina FEDERAI 
OLD-AGE AND SURVIVORS INSURANCE FOR LAWYERS, AMONG OTHERS 


At the annual meeting of the association held on May 13, 1952, the report of 
this committee recommending endorsement of a bill to provide Federal old-age 
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and survivors insurance on an optional basis for 
lawyers was adopted. rhe bill failed of enactment 
in Congress was based partly on its optional feature 

In his message to the Congress on February 2, 1953, President 
recommended extension of the old-age and survivors insurance law 
of citizens who were left out of the social-security system 


The Secretary of Health, Education, and Welfare 


if) 
mentation of the President’s message, appointed a com! 
(known as consultants on social securit to study the 


ecom 


businessmen, 


mendations. These consultants were drawn from the r: 


bankers, lawyers, educators, economists, union consultan 
officials. 

Among their recommendations was one that t law sl l be 
‘cover self-employed profession: 


employed noncovered This would include architects, 


rm organization 


extended to 
s as other self- 
1 doctors, dentists, 
and several other professions, in addition to lawyers, presently excluded 

Following the President's message and the filir g of the re port by the consult 
ants on social security, Congressman Daniel A. Reed introduced a bill, H. R. 
6812, on August 5, 1953, to accomplish the same result as that recommended in 
the report of the consultants on social security 

In our previous report to the association on this subject we said: “The same 
considerations which led to the enactment of social security pre 
Nation at large apply to the le | profession. In the present stat 
practicing lawyer is not only denied this protection but 
reason of his inability to use the corporate form of « 
viding pension benefits enjoyed in the field of commerce as a ! 
age and declining earning capacity. This committee believes that 
of the amendment is a desirable step toward equalizing the 
practicing lawyer with that of the businessman.” 


law the 
s excluded as well—by 
rganization—from pi 


We still believe in the principles expressed in the foregoing statement The 
elimination of the optional feature does not alter our view that this is basically 
sound and desirable legislation. There is much to be said for the argument that 
it would be economically unsound to give lawyers an option (not accorded 
others) which would attract those who had most to gain by coverage and leave 
others, whose contributions would help to level out the 
reject coverage 


} 


benefits, free 


We recommend a change to eliminate an inequity which would otherwise 
to the disadvantage of those engaged in one of the newly cov 


\ 


arise 
ered occupations 

A person working in covered employment or a presently covered self-employed 
person (not one to whom coverage would be extended by H. R. 6812), to be 
eligible for benefits, must have 40 quarters of cover 


ye, oO! 


1 quarter of coverage for every 2 quarters after 1950 (or 
Which he reaches the age of 21, whichever is later), up 
quarter in which he reaches his 65th birthday or die I 
is claimed under the latter category, the applicant must ha 
quarters of coverage 

The key date for computation of benefits for persons not having 40 quarte) 
of coverage is January 1,1951. Thereis no provision in H. R. 6812 to compe! 
for the time difference between the 1951 date and the passage of H 
which, of course, cannot be earlier than 1954. Thus persons to whom 
is not extended before 1954 (or later) would nevertheless be required 
January 1, 1951, as the base date in computing their eligibility for benefits, 
any benefits due them would be reduced or delayed accordingly 

It is therefore the recommendation of the committee that the formula for 


computing the average monthly wage for all covered persons be ré 


sate 


I ised so as to 


eliminate from consideration the 3-year (or longer) period between January 1, 
1951, and the effective date of H. R. 6812, or, in the alternative, that H. R. 6812 
be amended by adding a provision establishing the effective date of the amend 
ment as the base date for the computation of benefits for all persons covered 
thereunder. 

This committee accordingly recommends the adoption of the following resolu 
tion: 

“Resolved, That the Association of the Bar of the City of New York approves 
and urges adoption of the provisions of H. R. 6812 which extend coverage under 
the Federal old-age and survivors insurance law to lawyers, among others 
presently excluded, with an amendment to avoid any inequity arising from 
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application of the existing base date of January 1, 1951, to occupations not 
previously covered by the act.” 
Respectfully submitted. 
David L. Benetar, Chairman, Albert O’B. Andrews, David L. Asie 
Leonard L. Berliner, William H. Buchanan, Jr., Henry J. Clay, 
Samuel Harris Cohen, Walter M. Colleran, Carleton S. Connor, 
1. Robert Feinberg, Thomas F. Fennell II, Jesse Freidin, Eugene 
H. Gordon, Leo Guzik, Herbert W. Haldenstein, Christopher W. 
Hoey, Isadore Katz, Malcolm A. MacIntyre, Jack M. Perlman, 
Woodrow J. Sandler, Abram H. Stockman, Burton A, Zorn 
JANUARY 29, 1954. 


New York, N. Y., April 7, 1954 
Hon. DANIEL A. REED, 
Chairman, House Ways and Means Committee, 
The Capitol, Washington 25, D. C. 

DEAR CONGRESSMAN REED: The board of directors of the Bronx County Bar 
Association has directed me to advise you that our association has adopted a 
resolution to cover all self-employed professional persons under the social 
security system. 

As chairman of the committee on social security of the association, I respect 
fully request the opportunity to be heard in favor of the pending legislation 
before your committee to extend coverage to self-employed professional persons. 

I await your instructions as to the time when I may be permitted to be heard. 

Respectfully, 
ALEXANDER CHANANAU, 
Chairman, Committee on Social Security, 
Bronze County Bar Association. 


(Whereupon, the hearing was recessed at. 12 noon, Wednesday, April 
14, 1954, to reconvene at 10 a. m., Thursday, April 15, 1954.) 
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THURSDAY, APRIL 15, 1954 


House or RepreseNTATIVES, 
COMMITTEE ON Ways AND MEANS, 
Washington, a. 

The committee met at 10 a. m., pursuant to recess, in the hearing 
room of the Committee on Ways and Means, New House Office Build- 
ing, Hon. Daniel A. Reed (chairman) presiding. 

The CHatrMAn. The committee will come to order. 

The first witness is our colleague, Hon. Gordon Canfield, of New 
Jersey. 


STATEMENT OF HON. GORDON CANFIELD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW JERSEY 


Mr. CanFtreLp. Mr. Chairman, as you know, I have introduced 
number of bills in the past designed to build a stronger and more pro 
tective social-security system. ‘This purpose, to my mind, is achieved 
by the splendid program outlined in the President's message of Janu 
ary 14, and now so ably documented by representatives of the Depart- 
ment of Health, Education, and Welfare before this committee. 

[ endorse the administration’s goal of practically complete coverage 
not only because it will increase the — of the system by adding 
about 10 million persons to its rolls, but because it will also overcome 
many of the inequities in the existing system. Workers who shift 
between covered and uncovered employment, for example, are now 
penalized in a number of ways. Sometimes they lose their right to a 
benefit entirely—and thus forfeit their tax contribution. Today any 
period spent outside of covered e mployme nt acts to decrease the amount 
of benefit. The 4-year dropout provision of the administration bill 
will remove part of this inequity. The wage credit freeze for the 
totally disabled will preserve their rights in this respect. But even 
more important, perhaps, is the fact that the existing penalties for 
wor king i in uncovered employment are automatically removed if prac 
tically all jobs are covered. 

I approve of the increases in the amount of benefits provided by 
the bill. For I am greatly concerned with the fact that the average 
old-age benefit in February 1954 was only $51.44 per month and that 
the average widow’s benefit was even smaller, averaging only $41.74 
per month. Let us remember, in looking at . these pitiably small 
monthly amounts, that a recent survey of people receiving social- 
security benefits showed that 1 out of every 8 men, 1 out of every 6 
women, and 1 of every 4 aged widows had no other money income. 


fad 
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The improvement in the work clause which will result from placing 
it on an annual basis and increasing the amount of earnings allowed 
Is, to my mind, of special importance. I have always been opposed to 
this provision which, in effect, pen: alizes people for working. My ow! 
bill would remove it entirely. The administration bill is a long step 
in this direction and will remove many of the existing inequities in 
this respect. 

[ am confident that this Congress will act promptly to make the 
President’s program a reality. For, as he said on January 14: 

The human problems of individual citizens are a proper and important 
concern of our Government 
Phe CHamman. We thank you for pene statement, Mr. Canfield. 
The next witness is Mr. William G. ap les, vice president of the 
Inland Steel Co., and representing the National Association of Manu 
facturers. The committee is happy to see you here. You may pro 
ceed. 


STATEMENT OF WILLIAM G. CAPLES, VICE PRESIDENT OF THE 
INLAND STEEL CO., REPRESENTING THE NATIONAL ASSOCIA- 
TION OF MANUFACTURERS 


Mr. Carn s. My hame Is William G. Caples and | am vice president 
of the Inland Steel Co. of Chicago. I am a director of the National 
Association of Manufacturers and serve as chairman of its employees’ 
benefits committee. This committee studies and analyzes social secu 
rity, unemp loyme nt compe nsation, and re lated mi: itte I's. 


NAM welcomes the opportunity to present its views on the proposed 


ame ndme nts to the ol | age and SUrVIVOrs Ihsurance progr: im contained 
in H. R. 7199. The members of the NAM emp loy many of the people 
whom the OAST program was originally designed to serve. In addi 
tion, the employees and employers of manufacturing industry pay a 
considerable share of the cost of the program. As businessmen and 
citizens, we are-concerned with the public policy on old-age security 
and its implications to the well being of our country. 

The activities of the National Government in this field touch on 
the social, political, and economic forees which have, under our unique 
American system, resulted in a high degree of personal economic secu 
rity. We are interested in defending the vitality of those forces and 
in defeating policies and programs w hich would tend to weaken them. 

Our views on the OAST program have been developed after careful 
consideration and in the hght of years of continuing study. However, 
we recognize that no fixed or final view in these matters is either pos- 
sible or desirable. What may appear to be a desirable course of action 
in 1935 or 1954 is not necessarily sound over the long pull. Our expe 
rience in the last 19 ye: ars confirms the val lidity of that proposition. 

NAM believes th at the OASI amendments contemplated in H. R. 
7199 should not be made. We believe that the country so badly lacks 
basic information on the vital issues and problems involved that any 
permanent and irrevocable ste ps should not be taken. 

The OASI program was enacted under the stress of severe economic 
depression. It was not supported by adequate objective facts and was 
pain ated on erroneous economic assumptions. In the light of a. 
mation presently available, there is considerable doubt that such 
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Federal OASI program would be selected were America today Lo 
formulate for the first time a national policy in this field. 

It will be recalled that in the early years of the depre Ssioh, a new 
economic theory had come into favor. Men imagined that a mature 


economy had arrived, not simply a setback in an eXpal ding economy. 
This new economy was supposed to be characterized by excess produc 
tive capacity and a permanent surplus labor force. ‘Thus, it was 
issumed in 1935 that the growing number of aged, together with re- 
duced employment opportunities for the younger, presented a problem 
which could be solved partly by inducing the aged to withdraw from 
the labor force. 

It was also assumed, on the basis of admittedly sketchy informatio! ‘s 
that the means of support of those aged already without work ind ol 
those who would be induced to leave work, were not sufficient to sup- 
port them in retirement. 

It was concluded that there would be a continuing need in the future 
for income protection for the retirement years of those presently pro 
ductive. Some believed that the economy and individuals would not 
supply that need without compulsion. These people assumed that 
the National Government was the only agency capable of meeting 
that need. 

This was the basis for adopt ion of OAST. 

Are we, in the foreseeable future, likely to be heading toward the 
static economy envisioned by those who sponsored OASI? We do not 
believe so. The Census Bureau predicts that our population in 1975 
should total between 198 million and 221 million people. This is ai 
estimated net increase of 38 to 61 million people in the next 21 years 
a single generation. 

We all acknowledge, I believe, a general inability to correctly fore 
cast the future. However, if such a population gain does occur, and 
our previous tendencies have been to underestimate, imagine the tre 
mendous impact on our consumption of goods, on employment, on 
productive facilities, on construction, communications, education, cap 
ital requirements, and so on. If we avoid unwise moves, and pursue 
au smart course with vigor, the potential of the future can be realized 
particularly in terms of an increased standard of living for all. 

What of the aged in this future? We believe that we can expect a 
change for the better in the prospects of the aged. 

The children of today, the aged of the future, have many advantages 
in education, nutrition, medical care, a variety of vocational opportu 
nities, and community efforts on their behalf. Even today, the averag 
level of well-being of the elderly, both physically and mentally, 1S 
moving upward. 

With the future benefits of better nutrition and modern medicine. 
the prospects are that the aged will be fitter and sprier, better able and 
better prepared for the future than ever before. 

Given the right economic climate, we believe that most Americans 
will be better able to take care of themselves in the future than eve 
before. This suggests that a social-security system designed in 1935, 
under the extreme economic pressures of that time, is not necessarily 
the most effective solution nor as all-important for the aged of the 
future. 

Our planning must recognize the undoubted probability that there 
will be considerable difference In the condition, circumstances and 
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opportunities of the aged 25 years in the future as compared wit! 
those of the aged today. 

Although our fund of significant information in the general field of 
old-age security is increasing, the supply of valid facts regarding th 
conditions and resources of the aged is am: izingly meager. This was 
true in 1935 when the Social Security Act was adopted. It is true 
today. The past 19 years’ experience is replete with evidence that 
projections of cost, population, birth, and mortality rates, and so on 
which were used to justify the social-security program, are subject to 
major inaccuracies and uncertainty. These facts point to the great 
need for extension of basic research in this broad field. Our eco: 
omists and social scientists bear a major responsibility in this regard 

After 19 years’ experience under OASIT, there still is not sufficient 
information to — the ultimate feasibility of the progran 
For example, there is lacking any close knowledge of the ultimate 
cost even of the siaineal scale of benefits, of the willingness of thos 
productively employed a decade or two hence to pav those costs, and 
of the economic resources and needs of those reaching older years in 
that same future period. Because OAST is an unproven social 
experiment, the people must be in a position to evaluate the whole 
picture before reaching hard-and-fast conclusions about its retention, 
expansion, contraction, or cancellation. 

At every hand today, there are proposals to expand our present 
OAST program in a variety of ways. Some proposals are aimed at 
completing the trend toward a compulsory, comprehensive, high]y 
centralized system of old-age care. Others are aimed at merely elim 
inating some of the more dangerous aspects of Federal participation 
in old-age care. Neither of these approaches is consistent with a 
sound, long-range effort to tackle the basic economic problem inherent 
in old-age securitv. The exnerimental nature of OAST should not 
be ignored,.even though its existence as a permanent institution may 
be taken for granted. At the same time, recognition of its experi 
mental nature does not mean that we are committed to incessant 
tinkering with it. Thorough consideration was given the program 
by the Congress in 1949-50 and sweening amendments resulted. 
Again in 1952 changes were made, but this time without nublic hear 
ing. There is overwhelming necessity for observing OAST under 
operation for a considerable time without casual modification or upset. 

We believe that amendments should not be made without the most 
comnelling reasons, and we see no compelling reason at this time. 

We recognize, of course, that this committee must consider in detail 
the various amendments contained in H. R. 7199. We suggest. and 
submit for your consideration the following set of basic principles 
regarding economic security for the aged. 

Over the vears,. these could serve as vardsticks against which pro- 
posals in this field could be evaluated to determine whether they are 
in the public interest. 

NAM believes that Federal noliev toward economie security in old 
age should he consistent with the following set of principles in order 
to provide the best chance for success in meeting the objectives sought 
by citizens in a free society : 

‘The long-term objective of public poliev should be to place no ob 
stacle in the way of individual opportunities, thus making possible 
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Maximum assumption of responsibility by the individual to prevent 
dependency at any adult age. This means: 

A. Primary reliance on expansion and i improvement of the private 
‘ompetitive enterprise economy to minimize the number of aged 
who become depe ndent and to enhance the prospect of security for all 

B. Maximum incentives for voluntary assumption of responsibility 
by the individual. 

C. Avoidance of those taxes and other Federal policies which make 
individual efforts less effective. 

D. Minimizing reliance upon economic measures which deal with 
~ gree of economic ill health and old-age dependency. 

Avoidance of inflation. 

i Avoidance of impediments to voluntarily established private 
group and personal economy sé curity plans and programs. 

In de veloping these prince iples, we were guided by a sometimes for 
gotten truism that the economic security of all the people is directly 
related to the strength and vitality of the entire economy. We are 
aware of the fact that the transfer of private ca into the hands of 
the Federal Government does not, by some magic, multiply those 
funds. The only money, aside from deficit financing, which simply 
reduces the value of the dollar, possessed by the Federal Government. 
is what it first takes away from its citizens. 

There are certain policies which the Federal Government should 
follow in order to assure maximum opportunity for economic security. 
These are not based on the erroneous concept that Federal money is 
free money, and the Federal Government should act as a redistributo1 
of private income. We also recognize that private industry must 
follow sound and constructive policies and practices. 

Full opportunities must exist for the most efficient use of our physical 
and human resources. There must be no artificial or unreasonable 
barriers to employment. Industry's objective has been the promo 
tion of steady work and steady pay, good promotion opportunities, 
sound employment rules and compensat.ca practices, and attention to 
lowering unit costs together with effective competition to pass cost 
reductions on to the consumer. Industry has made tremendous in 
vestments in improved machinery and processes to the advantage of 
the employee, the public, and ee investor. The result has been a 
higher standard of living and greatly increased opporiunities fot 
personal savings and individual economic security. 

Governmental policies must complement and not discourage or 
make ineffective the poli cies and pre actices of priva ite industry de 
signed to encourage individual assumption of responsibility, especially 
for saving for old age and retirement. Governmental fiscal policies 
must not operate to depreciate the value of savings, thus ssneialiel 
personal thrift. 

Inflation, oppressive income and property taxes, governmental 
extravagance and deficit financing are inconsistent with old-age se 
curity. These same factors hamper the cooperative effort by em- 
ployers and employees to supplement personal savings through group 
saving and pension plans. The very measures undertaken in the past 
quarter century to Soren economic recovery may have inhibited our 
ability to achieve sound, long-term security for the aged. 
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Security for older people through their own savings will be facil 
tated if conditions are maintained which induce the productive ly 

vestment of savings, and the productive employment of all who a 
able and willing to work, regardless of age. 

Such actions add to productive capac ity, thus increasing the pros- 
pects of security, both personal and national, and solidifying the clain 
of the saver to share in future production. Governme ntal and private 
policies and practices should not constitute barriers to those whi 
choose to go into business for themselves. Equitably devised and 
— red antitrust laws and enlightened tax policies, not subsidy 

‘special consideration at public expense, are primary necessities. 

“A necessary corollary is the development of intensive and continu 
ing programs of public information on the fundamentals of saving, 
homeownership, Msurance, personal vestments, and similar means 
of achieving financial security. 

In recent years, relatively little emphasis has been placed on the 
fundamentals of personal-income management. Such a program can 
and should be initiated and supported by civic, religious, fraternal, 
educational, labor, and business groups and could well include sec 
ondary-school courses to teach these fundamentals, 

Qur experience with the federally controlled programs established 
by the Social Security Act of 1935 points up the substantial hazards t 
a free society inherent in Federal operation of an old-age insurance 
program in which security becomes the dominant concept, and in 
which individual initiative and responsibil ty are subordinated. 

A Federal OASI program leads to intrusion into personal freedom, 
especially by means of the requirement for compulsory participation. 
The benefit promises of such a program may become primary obliga- 
tions upon our economy, its constantly increasing costs may affect 
adversely our national productivity and its inducements not to work 
and save may reduce individual initiative. 

There is a real prospect that such a program, with its emphasis on 
security will dull the edge of individual enterprise, the driving force 
behind our economic and social progress, These dangers need to be 
recognized and safeguards erected against them. 

Many people today take for granted some degree of Federal inter 
vention in the old-age security problem and continue to support it at 
the ballot box. It seems like ly that this concept will continue to be 
supported so long as individuals feel that through no fault of their 
own they are expos sed to major economic hazards which reduce or 
eliminate their economic independence or until they learn that: it 
fails to achieve the results they seek. 

The ability of a social-benefit program to keep its promises depends 
primarily upon maintenance of a sound economy which is not 
burdened with excessive long-term financial commitments for social 
benefits, upon an economy of high and increasing productivity whic h 
can afford to support the idle beneficiaries of such programs, and 
upon the maintenance of a stable currency which permits benefit 
dollars to be equal in worth to the contributed dollars. 

However, we have seen that political actions in the area of social 
welfare are volatile and unpredictable and are not necessarily sound 
over the long term. 

Achievement of an economic climate in which real old-age security 
may be realized may well make unnecessary, or at least diminish, the 
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importance of existing Federal programs. We cannot overnight ac 
complish this improved climate nor redeem the past for the present 
aged without basic protection for their old age. Until it can be 
attained, OASI benefits should be available for those who qualify 
under present law. 

We recommend avoidance of hasty action to attain universal cover- 
age of all gainfully employed. 

Those who recommend universal coverage seem to favor such a posi 
tion on the grounds that: 

A. Its lack makes necessary the continuation of large-sale Federal- 
State relief programs; 

B. It is not reasonable or equitable to continue exclusions from the 
basic program 5 

C. It may cost less in the present; and 

D. It would tend to accelerate the reduction of old age assistance 
costs. 

W hile some of these arguments are reasonable and logical and seem 


to be supported by eV idence on balance other considerat 1OnsS definitely 
outweigh them. 

The OASI system was des! gned for and is best adapted to the income 
protection of employees in industry, who characteristically are pro- 


duetive ly emp loyed for much of their lifetime but retire from employ- 
ment some years before the Vv die. 

It is not well adapted to the needs of living habits of other groups 
of the working population. Partly for that reason, large groups were 
and are excluded from OASI. It is doubtful that the self employed, 
who were brought into the system in 1950, are best served by compul- 
sory membership in OASI. The | propos ed inclusion of these other 
groups poses definite problems not previously present in the OASIT 
system : 

A. Universal coverage would bring in a large share of those to whom 
a reasonably set retirement age or income test is inappropriate. 

B. Modification of the retirement test to suit them m: Ly convert the 
whole program into an age bonus rather than a subsistence payment 
for those necessarily leaving the labor market and at high cost. 

C. Universal coverage will not solve the problem of old-age assist- 
ance since it adds only a modest number of beneficiaries and in all 
likelihood would continue to exclude the true chronic poverty-st icke n. 

In fact, adequate study of alternative means for stimulating old-age 
independence may produce better alternatives than ( )AST coverage for 
those not now covered. In this situation, the more doubt ful the sunita 
bility of the OASIT program for partic ‘ular uncove ne oTOl Ups; the more 
deliberate and thorough should be the study of the real effects of their 
compulsory inclusion. 

The claimed savings to present contributors of OAST, as a percent 
of pay roll, to be achieved by extension of coverage seem a doubt ful 
long-run advantage. Actually, this is a special meaning of cost. 
This very claim of savings is based on the assumption that these 
potential new membership classes will more than pay their appropriate 
share of the cost of the system. They would thus be required to sub- 
sidize it at the very time when they are more doubtful of benefits than 
other population groups. 

New light is cast on this question of extending OAST coverage by 
recent data from the Social Security Administration in which new 
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estimates are made of the proportion of the aged population receiving 
OASI benefits, or supported by earnings under present coverage and 
universal coverage. These estimates indicate that legislative actio1 
to attain universal coverage is relatively unnecessary. 

We recommend that no change be made in the present retirement test 
which establishes a limit of $75 per month on the earnings of OAS] 
recipients. 

NAM believes that older workers represent. countless years of ric} 
and seasoned experience, judgment, and stability, and constitute ar 
immensely valuable asset in the Nation’s work force. We continue t: 
urge employers to observe voluntary hiring practices which give con 
sideration to skills and abilities rather than to any arbitrary age fa 
tors. 

We believe that economic conditions will determine whether or not 
an older individual seeks work or claims OASIT benefits. Therefore, 
liberalization of the retirement test can be expected to have little effect 
on the individual’s decision to seek full-time employment. 

Before making a change in the retirement test we should be cog 
nizant of the cost involved. There is a dearth of statistical data to 
show the possible results on a long-range basis. It may be argued 
that the test should be put on an annual basis, as it is now for the self 
employed. We believe that an annual basis is the only practical! 
method of policing the test for the self-employed. However, we be 
lieve that application of the same policy to all OAST beneficiaries 
would not be administratively feasible and would be impossible to 
police. Federal old-age insurance benefits are only a substitute for 
gainful employment or a supplement to private provisions; they are 
tremendously expensive; and they should not discourage working and 
saving. For these reasons, the program should provide only basic 
minimum-subsistence benefits. 

We believe that the OAST program should be capable of adjustment 
to gradually changing conditions. It should permit periodic evalu 
ation to determine whether or not basic objectives are being met in a 

fashion as economical and humane as possible. But, while benefit 
amounts should be subject to reappraisal from time to time in the 
light of program objectives, they should not be changed in response 
to relatively short-term changes in the cost of living. 

NAM believes that the proposal for benefit increases contained in 
H. R. 7199 must be appraised carefully on the basis of the tests I have 
proposed, with attention to the costs and future liability created by the 
increases. 

Since July 1952, the date of the last OAST benefit increase, the con 
sumer’s price index has increased only from 114.1 to 115.0, reported 
on March 24, 1954. This is an increase of less than 1 percent. How 
ever, H. R. 7199 proposes to increase, for present beneficiaries, mini 
mum primary benefits from $25 to $30 an increase of 20 percent ; it 
proposes to increase the maximum prim: iry benefit from $85 to $98.50, 
an increase of about 15.8 percent; it proposes to increase maximum 
family benefits from $168.75 to $190, an increase of 12.5 percent. 
Changes in the cost of living do not justify these increases, as may have 
been the case in 1950 and 1952. Neither do we believe that program 
objectives require such increases at this time, particularly in the light 
of the possible ultimate cost. 
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It has been estimated that the proposals embodied in H. R. 7199 will 
ncrease long-run costs by more than one-half of 1 percent of covered 
ayrolls, based on the increased taxable wage base. 

The 1950 amendments, and those in 1952, involved the assumption 
that the so-called intermediate cost estimates would turn out to be 
OASI cost experience in the future. On that basis, the case for a 
self-supporting system was accepted by the Congress. 

It should be noted, however, that 1953 revisions in OAST cost 
estimates present a different picture. Writing in the June 1953 Social 
Security Bulletin, page 10, Mr. Robert J. Myers, Chief Actuary, So- 
cial Security Administration, says: ! 

Accordingly, all estimates except that based on the low-cost high-employment 
assumption indic ate that the system is not self-supporting. 

Under the high-cost, low-employment estimates, contribution and 
benefit payments are virtually in balance in 1970, with the OASI trust 
fund exhausted in 1986, 13 years sooner than the most pessimistic 
of the 1952 estimates. Thus, past experience gives no assurance that 
the intermediate-cost estimates will prove valid. 

Even the high-cost estimates may turn out to be underestimates. 
There is little understanding that OASI costs are temporarily nom- 
nal only because less than one-third of the present aged are now 
beneficiaries of the program and because we do not accumulate full 
ictuarial reserves for present contributors. It is our considered 
opinion that the proposed benefit increases move further in the direc 
tion of making OASI the major source of retirement income, and 
away from the basic minimum subsistence concept which heretofore 
has been a major characteristic of the OASI program. 

Another provision of H. R. 7199, the proposal to eliminate the 4 
lowest years of earnings in the computation of average monthly wages, 
will tend to increase both benefits and costs. ‘Taken in conjunction 
with the bill’s provision for increased coverage, this acts as another 
new start. If adopted, this provision would create another situation 
similar to that of 1950, many new entrants would qualify for bene- 
fits having made little or no contribution. 

We believe this further distorts the relationship of benefits to 
contributions which is supposed to distinguish OASI from a flat bene 
fit or noncontributory program. 

Originally OASI was a pretty rational pension scheme. In the 
course of several amendments, some of its desirable characteristics 
have been changed. Tod: ay, little attention is paid to the fact that 
benefits bear only a limited rel: itionship to contributi ons. ‘There is a 
definite tendency in the direction that OASI can carry almost any 
kind of a free-riding addition to the original con niente of eligibility. 
[f this thinking prevails, OASI will ultimately get utterly out of 
hand. 

We recommend that OAST retain the present taxable wage base of 
3,600, and that future payroll tax ine sali s be post poned until pro 
gram outgo Is substanti ally equivalent to income. The recommenda 
tions of H. R. 7199 for benefit increases and for an increase in the 
taxable wage base appear to be interdependent. Since we feel that 


‘The full text of the publication referred to appears at the end of Mr. Caples testimony 
p. 788. 

*The significance of this situation discussed in some detail by Mr. Mvers in Actuarial 
Study No. 38 of the Social Security Administration, which is already a part of the record 
of these hearings, p. 69. 
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the proposed benefit increases are unwarranted so also do we tak 
exception to an increase of S600 in the taxable wage base. 

In keeping with the balance of our position, we regard the applica 
tion of payroll tax to an increasing segment of annual earnings a 
Inconsistent with the basic minimum subsistence concept of the OAS] 
program. 

At present, average hourly earnings in manufacturing are $1.79 
On the basis of 2,080 hours per year, this amounts to annual earning 
of $3.723, not significantly above the present wage base of 83.600 
Thus, the proposal results in higher benefits for the man who earn 
above present average hourly earnings. As a corollary, he pays dis 
proportionately more for those additional benefits. 

NAM believes that the OAST program must obtain its revenue by 
means of a pay roll tax shared equally by employers and employees 
No Government subsidy ought ever to be permitted in the OAS] 
program. Defr: ayment of any degree of benefit e xpenses out of gen 
eral revenues or some other form of special taxation not primarily 
connected with employment would not be consistent with the obvious 
need to key the program to individual responsibility and pe ‘rsonal 
incentive. Cost control in such a situation would be extremely diffi 
cult. Individual and group responsibility for restraint in benefit 
generosity would be reduced. 

Such a course could lead to eventual complete Federal control of 
old-age care. Since it is desirable to minimize the role of the Federal 
Government and place maximum responsibility on the individual, it 
is clear that Government subsidy would negate that principle. A 
Government subsidy provides a handy way of increasing benefit 
without a commensurate increase in payroll taxes. It tends to cover 
up the cost of benefits and shift part of that cost onto other revenue 
sources. Requiring the program to be fully self-supporting seems to 
be the most effective break on the adoption of unsound benefit 
schedules. 

NAM believes that the OASI program must be financed substan 
tially on a current cost basis. A reserve fund similar to those of 
private insurance companies is unnecessary as a component of a Fed 
eral old-age insurance program. The present process of reserve 
accumulation at the Federal level may involve questionable practices 
from the Government finance and budgetary standpoint and may 
promote demands for unwarranted benefit liberalization or diversion 
of excess revenues to other uses. 

Until experience demonstrates that a reserve fund may be reduced 
or dispensed with, the OAST program should retain a reserve in 
Government bonds not. significantly in excess of the amount of the 
present fund. Contributory tax rates for the program should be 
neither so deficient as to permit continuing deficits, which may invite 
supplementation from general tax revenues, nor so in excess of im- 
— expenditures as to increase materially the present reserve 
fund. 

While NAM peer the increase in payroll tax rates effective 
January 1954, we believe that other payroll tax rates now scheduled 
to take effect after 1954 should occur only when expenditures are 
substantially equivalent to program receipts. 

We thank you for the opportunity to present our views. 

(The following appendix was submitted for the record :) 
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or support 


pared with total aged populations, present coverage and u 
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As used here, “‘earnings’’ includes ear 
Not available 

Note— The figures in this table are bass 
See text for explanation of 1 
road retirement system 
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Source A Report to the Secretary of Healt! 
vivors Insurance to Additional Groups of Cu 
cation, and Welfare, Washington: 1953 
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The Cuarrman. We thank you for your fine presentation of t] 
views of the NAM. 

Are there any questions¢ The Chair hears none; we thank you, 

Mr. Caries. Thank you. 

(The full text of the publication referred to by Mr. Caples follows 


[Reprinted from the Social Security Bulletin, June 1953, U. S. Department of Hi 
ication, and Welfare, Social Security Administration, with correction 
raphical error (as cited in the Social Security Bulletin for August 1953, p. 


fat 
z)] 


ACTUARIAL ASPECTS OF FINANCING OLD-AGE AND SURVIVORS INSURANCI 
(By Robert J. Myers’) 


Detailed study of the actuarial basis for the insurance program pre 
ceded the adoption of the Social Security Act, and the financing provi- 
sions have been reexamined before each major revision of the act. The 
methods of financing the program under the various amendments and 
some of the most important proposals that have been made are reported 
in the following pages. 


The Social Security Act in 1935 established a dual program of protect 
against old-age dependency—old-age benefits, a contributory social insuran 
system covering primarily industrial and commercial workers; and old-age 
sistance, a program administered by the States (but partly financed by the 
Federal Government) to give financial assistance to aged persons who were 
need. Under both programs, the “aged” were defined as persons aged 65 
over 

In theory, a broad national social insurance program should, at least event 
ally, meet virtually the entire problem of old-age dependency. A public assis 
ance program should be designed primarily to help those already aged when the 
dual program began, although there may always be some need of assistance f¢ 
persons with special needs. The social insurance program would have to | 
applicable to all types of employment rather than merely to industrial and 
commercial workers. It was believed, when the Social Security Act was adopted 
that extension of coverage would be largely an administrative problem that 
could be solved by subsequent legislation after the system was established and 
operational experience had developed. Accordingly, at some future date th 
social insurance program would completely, or almost completely, eliminate the 
need for old-age assistance.’ 

In 1989 the social insurance system was broadened to include survivor bet 
efits, and its official name became “old-age and survivors insurance.” At the 
same time the name of the fund was changed from “old-age reserve account” to 
“old-age and survivors insurance trust fund.” In 1950 the law was amended 
cover more workers—chiefly self-employed workers (other than farmers and 
professional workers) and certain domestic servants, certain farm laborers, en 
ployees of nonprofit institutions (on an elective basis), and some Government 
employees. The amendments also raised the benefit level about 80 percent to 
take into account changes in wage levels and cost of living during the previous 
decade. In 1952 the program was further amended; the major change was a! 
increase of 10-15 percent in benefit amounts, again to take into account the 
increases in wage levels above those prevailing when the 1950 amendments 
were being enacted 

This article deals with the financing aspects of the old-age and survivors in 
surance program. The actual financial bases of the system are set forth,’ as 
well as the most important proposals made for financing the program. Methods 
of financing and investment procedures are treated separately. 


WHY A FUND DEVELOPS 


Any discussion of the actual operations and the financial basis of the old-age 
and survivors insurance program should be prefaced by a summary of the rea- 
‘Chief Actuary, Social Security Administration ; 

See Robert J. Myers, “‘Long-Range Trends in Old-Age Assistance,” Social Security 
Bulletin, February 1953. 
® For data showing the actual operations of the trust fund in each of the calendar years 
1940-52, see the Bulletin, March 1953, p. 28. 
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sons for and methods by which a fund * develops under any pension plan or under 
any type of insurance system. 

Under almost any pension system, the cost of the benefits will rise for many 
vears after the program is inaugurated. There are many factors that produce 
this result, but not all the factors are present in every instance. Among such 
factors are (a) the increasing proportion of the aged in the population (almost 
nvariably present as a result of continual improvement in mortality at all ages 
in the past); (b) the greater proportion of younger persons than of older per- 
sons covered when the system is established (partly because of the omission 
of all or some of the current aged, who had already retired) ; and (c) the bas- 
ng of benefits to a greater or lesser degree on the length of time that contribu- 
tions are made (so that benefits in the early years of operation are smaller than 
those that will be paid ultimately). 

If the rising benefit cost is to be met by a level contribution rate, contribution 
receipts in the early years of operation will exceed benefit disbursements, and 
thus a fund will be built up; after the early years (or perhaps decades) of 
operation the reverse situation will occur. If the system is in “actuarial bal 
ince” with the level contribution rate properly and precisely determined, in- 
terest on the fund developed in the early years will meet the excess of benefit 
disbursements over contribution income in the later years 

As an alternative to financing a pension plan with a level contribution rate, 
a schedule providing for a lower rate in the early years and a series of increases 
thereafter can be used. The ultimate rate under such a schedule will, of course, 
have to be higher than the level rate mentioned previously. The size of the fund 
that develops would depend on the gradation of the contribution schedule. If 
there were very little gradation (that is, if the initial rates were only slightly 
below the level rate, and the ultimate rate was attained in a short period an 
accordingly very little above the level rate), then the developing fund would 
be almost as large as under the level-rate basis. At the other extreme, if the con- 
] 


tribution schedule started out very low and rose very slowly but ultimately, of 


course, to a fairly high level, virtually no fund might be developed, and yet the 
system would be in actuarial balance. 

In fact, this situation—in which the contributions are determined, to all in 
tents and purposes, so that they equal the estimated benefit payments in each 
future year—is actually one form of “pay as you go” financing. The term also 
applies to a situation that involves no definite benefit commit its but instead the 
paying of whatever benefits would be possible with the prescribed contribution in- 
come, or conversely raising whatever money would be necessary to meet benefit 
obligations determined in advance 

There are, of course, an infinite number of variations possible in the contri- 
bution schedule that, under the assumptions made, would result in a self-support 
ing system. 

As still another alternative, plans can be financed by having higher contribu 
tion rates in the early years and lower ones thereafter. This procedure, naturally, 
produces a larger fund than financing through the use of level rates and is fairly 
common in financing private pension plans. The accrued liability for service per 
formed before the inception of the plan and the additional cost arising from the 
fact that the initial group is older than future new entrants can both be financed 
by amortizing them over a period of years After this time, the contribution rate 
would be relatively low—at the level necessary for new entrants coming in at the 
younger ages. Furthermore, at such time the system would be fully funded and 
meet the most rigid definition of actuarial soundness (to be discussed in some 
detail later). Thus the assets on hand would be sufficient to meet all the benefit 
obligations that have accrued, even if the system were to be abandoned both as to 
collection of contributions in the future and crediting of future service 

It may be noted further that if, by reason of the provisions of the plan estab- 
lished, the cost of the benefits does not rise sharply in the future, the resulting 
fund, even with a level contribution rate, will be much smaller than under a 
plan that has a sharply rising benefit cost. In fact, if a plan is developed in 
which the benefit cost (related to payroll) would be the me r every future 

‘Sometimes the word ‘“‘reserve’’ is used to desig? o der pension 
plan From a strictly accurate, technical stan I I hould b ised only to 
denote an actuarially calculated amount based on 1 nd estimated benefit I 
contribution obligations 

In theory, these liabilities could be paid of 1 ¢ nit i t pra 
this procedure is not followed, if for no other 1 n t lerat 


45622—hH4 D1 
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year, then obviously the corresponding level contribution rate would just me« 
the benefit disbursements each year, and no fund would develop. 

One disadvantage of having an increasing contribution rate is that those who 
retire in the early years of operation do not pay as high a rate for the benefit 
they receive as do those who retire in subsequent years. Even with a leve 
contribution rate, those who retire in the early years usually receive far mors 
in benefits than their contributions would have purchased on an actuarial basis 
since through one method or another they receive credit for service performed 
before the inception of the plan, and accordingly only a small portion of their 
benefit is “purchased” by their contributions. This procedure is customary u! 
der both private pension plans and social insurance. Otherwise, if benefits pai 
are related to contributions made, inadequate benefits would be provided f 
the first few decades of the operation of the system, and accordingly the prograi 
would not really be serving the purpose for which it was established. 

Another problem arising with an increasing contribution rate is that ult 
mately rates may be higher than individual equity would suggest—that is, the 
young entrant would be able to purchase more protection with his own employee 
contributions from a private insurance company than is furnished under the 
social insurance system. If this situation were to arise, one possible solution 
would be to lower the ultimate contribution rates and make up the difference 
by a Government subsidy to the system in the later vears of operation. O1 
this basis, there could be a graded contribution rate starting at a low 
and not rising beyond the “individual equity” level: at the same time a rela 
tively small fund would be built up. This solution would involve the 
of an ultimate Government contribution or subsidy. 


leve 


concept 


CONCEPT OF ACTUARIAL SOUNDNESS 


In discussions of any type of long-range benefit program, the phrases “actuarial 
soundness” or “actuarially sound” occur from time to time. Essentially, these 
terms relate to the ability of the given plan to provide the benefits established 
Many different definitions may be given in the absence of any strict legal require 
ments applicable (as, for instance, in the case of reserve requirements for life 
insurance and annuity reserves of private insurance companies). When nonin 
sured pension plans are being considered, there tends to be a somewhat broader 
range of definitions. For Government social-insurance plans the range is even 
broader 

At perhaps one extreme might be a definition that a plan is actuarially 
sound if the fund on hand is large enough to pay all future benefits for those eur 
rently on the roll—in other words, without any allowance for the accrued benefit 
rights of those not yet retired. At the other extreme might be a plan under which 
the existing fund was sufficient to pay for all benefit rights accrued to date This 
basis would be somewhat difficult to attain for a newly organized plan tht as 
sumed considerable liabilities on account of past service Accordingly, some 
actuaries define an actuarially sound plan as one “where the employer is well in 
formed as to the future cost potential and arranges for meeting those costs 
through a trust or insured fund on a scientific, orderly program of funding under 
which, should the plan terminate at any time, the then pensioners would be secure 
in their pensions and the then active employees would find an equity in the 
fund sssets reasonably commensurate with their accrued pensions for service 
from the plan’s inception up to the date of termination of plan.’* This definition 
permits a long period before all the past-service credits are fully funded 

Other actuaries have a somewhat less stringent definition of an actuarially 
sound system: “one which sets forth a plan of benefits and the contributions to 
provide these benefits, so related that the amount of the present and contingent 
liabilities of the plan as actuarially computed as of any date will at least be bal 
anced by the amount of the present and contingent assets of the plan actuarially 
computed as of the same date . 


nt of Actuarial Soundness 

1a Pension Plan.’ sponsor 
Economie Association, American 
dustrial Relations Research Associa 


steed and Governmental Retire 
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How do these concepts of actuarial soundness apply to the old-age and survivors 
insurance system’? According to the first definition, this program is not actu 
arially sound; according to the second definition, it is Acceptance of the basis 
if the first definition, however, does not mean that the converse is true—that the 
old-age and survivors insurance system is actuarially unsound and therefore by 
implication is bankrupt and should be liquidated. Rather, the author 
first definition stated that he did not “see any point in rigor \ 
actuarial reserve techniques to a broad national system. Su 
scends ‘actuarial soundness’ criteria of the usual kind What 
served if reserve assets in the actuarial amount of $150 bi 
Chey would not be used; the system is not going to 
dation of the reserve for benefits 

Finally, the question may be examined as to whether 
ince system with “pay-as-you-go” financing (def 
and annual disbursements are approximate 
ered actuarially sound It could not. of course 
actuarial soundness. Under the second definition, howe 
that such a program could be actuarially sound if the 
rising in the future, would be determined so as 
nated future benefit disbursements year by year 

Regardless of whether the concept of actuarial soundness in ul 
can be applied to the old-age and survivors insurance system, there 
thorough actuarial analysis and cost estimates for the prograt ( 
tors in considering and determining the long-range benefit 
program 


INVESTMENT PROCEDURES 


Throughout the entire period of operation of the old-ag 
ance program, the method of investing the trust fund ha 
little. In general, it may be said that the trust fund, whicl 
of the Secretary of the Treasury, receives the contributi 
the benefits and administrative expenses. The excess of tl 
is invested in Federal Government bonds, and the inte 
augments the income of the fund 

The investments can be either in special issues or in any other securities of 
the Federal Government, bought either on the open mar or at issue. In the 
past some regular issues have been bought, both on the open market and when 
they were offered to the general publie Most of the investments. howe r. have 
been in special issues. Before 1940, it was provided that these special issues 
should bear an interest rate of 3 percent, but subsequently they have carried an 
interest rate slightly below the average rate on all interest-bearins ligatic 
of the United States. At one time in the past the rate on ial issues was a 
low as 1% percent, but for issues after june 1951 it was 2 percent, and for 
issues after February 1953 2%¢ percent. 

Although there has been considerable opposition to invest t 
come of the system in Government bonds, no positive support has 
for any other form of investment. All other possibilities ha 
objectionable for overwhelming reasons, 

One possible investment practice would be to 
concerns, either bonds or equity shares. There are 
approach. First, with the large amounts of money 
would control a considerable portion of the priva 
would, in effect, result in “socialism by the backdoor 
disadvantage would be the need for a far-reaching 
policy that would permit the 


reasonable security. Under su 


ns 


setting itself up as a rating org 
naturally have to be open to fu 
different types of securities, but 
discriminately, there would be a ser 
of investment income 
Another possible procedure would be to invest 
activities such as the construction of housing, da 
This method would be open to some objection on the gre 





792 SOCIAL SECURITY ACT AMENDMENTS OF 1954 


ously—Government entry into private fields of activity. Even more serious is 
the argument that any use of public funds for such purposes should be under thy 
control of the elected representatives of the people (Congress) rather than ii 
directly by having a social insurance organization making decisions as to what 
is best for the country Investment of the funds in either public or private 
securities of foreign countries would, of course, be impractical and undesirabk 


CRITICISM OF THE TRUST FUND'S VALIDITY 


Phe trust fund, which has developed from the excess of income over outg 
has been subject to criticism on two entirely different bases; first, as to 
actuarial and economic desirability and necessity of having such a fund, an 
second, as to whether such a fund possesses any validity and significan 
Throughout the entire period of the prograni’s operation, there has been act 
discussion on these matters 

It has been argued that the resulting fund is not valid because the mone 
invested in Government bonds has been spent for other than social securit 
purposes According to this view, these bonds are mere “scraps of paper” 
are worthless, and there will be “double taxation” for social security—tirs 
the old-age and survivors insurance contribution, and second, the tax to redeer 
the bonds later (or to pay interest on them). This argument has perhaps be« 
the one most frequently used against the trust fund (and its investments), sinc 
it appear simple. Those who disagree with the argument do not therel 
necessurily express themselves as being in favor of large reserves, 

Phe bonds held by the trust fund are just as valid as United States Gover 
ment bonds held by insurance companies, banks, and other private invest: 
There is no basis for the “double taxation for social security” argument, sil 
the taxes for the redemption of the bonds in the trust fund (or for paying interes 
on them) would have to be collected no matter who held the bonds. Furthe 
more, it is quite likely that there will never be any necessity for calling for 
redemption a large portion of the fund. 

Che validity of the trust fund would be open to serious question in one 
situation f there were no public debt and the fund were given interest-bearing 
obligations while the moneys were held idle in the general treasury Undei 
present circumstances this situation is not likely to occur, at least in the ne: 
future 

An able and clear discussion of the fallacies in the argument that the trust fu 
is not valid was given by M. A. Linton, Chairman of the Board of the Provident 
Mutual Life Insurance Company and a member of the 1937 and 1947 Advisory 
Councils on Social Security, in a paper given before the Thirteenth Internationa 
Congress of Actuaries, in June 1951, when he stated: 

Consider first the situation when the Government is compelled to borrow as it 

me of war. It is then clear that the borrowing of excess Social Security incor 
is as desirable as borrowing from any other source; and more desirable tha 


borrowing from the commercial banks which involves a corresponding inflation 
ary increase in bank deposits. The bonds in the hands of the trustees of the 
Trust Fund are on a par with the Government bonds bought, for example, by the 
life insurance companies. No one has as vet seriously contended that their bonds 
are not valid because the money has been spent by the Government 

In times when the Government does not have to borrow, then the proper uss 
of the borrowed Social Security funds is to reduce publicly held Government debt 
This in effect transfers such publicly held debt to the Trust Fund. This occurred 
during years following the war when the Federal budget was in balance. The 
bonds in the Trust Fund thus acquired are as valid as any other Government 
bonds and cannot be said to have come into being in a way to damage the economy 

Perhaps the clearest way to show the error in the [double taxation] charge is to 
consider a concrete example. Suppose the Trust Fund consists of $10,000 millio1 
of Government bonds bearing an average interest rate of 2%. The annual interest 
charge is therefore $200 million. To provide this interest, $200 million of taxes 
must be levied on general taxpayers. Had the $10,000 million of bonds been in the 
hands of the public, the $200 million would have been paid to publie holders. But 
since the bonds are in the trust fund the $200 million are paid to the Fund thereby 
relieving the Social Security system of levying $200 million of payroll or other 
taxes 
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Therefore the dollars of taxes raised to pay the interest on the bonds in the 

Trust Fund are “double duty” dollars, serving two purposes ‘irst, they pay 

interest that would have to be paid in any event, whoever held the bonds, and 

second, they relieve Social Security or other taxpaye f an equal burden A 

similar statement can be made about taxes raised l | pal payments 

on the Trust Fund bonds Thus it becomes ar that t aouble taxatiol re 
ent is not valid 


Under any social insurance system, it woul 
trative and legislative purposes there she 
reserve. Although opinions vary somewhat 

ich a contingency fund should be equal 
ear. A fund of this type is obviously nece 

ive a working balance on hand and | 
nceome due to « ve lical changes i 

There is, however, considerable differen 

ust fund should be established for 
n favor of a large fund must necessa 
conomice conditions will be utive 
he social insurance system, there wot 

they were subsequently to decline 

© premise of stable economic cone 
difference of opinion 

Two major arguments have been advanced it 
such a fund is said to be necessar n order to have ‘ 
hoth the assets and the liabilities of the system will be fu recognized, and 
therefore any changes proposed that would be too extra nt can be avoided 
Second, this financing method serves to distribute the cost of the program more 
equitably between present and future generations, since it invo levyil 
of a higher contribution rate in the early years than is needed for the curret 
benefit disbursements. Interest on such a fund will help to meet the heavy load 
f benefit payments in the future when the system becomes mature According 
at that time, a lower contribution rate can be levied than would otherwise be 
possible if no fund were built up. 

There are several major arguments against the ac mu on of reserves 
First, the existence of a large fund might be widely misunderstood by the general 
public, who might feel that the fund represents a “surplus” that can be used to 
pay benefits on a scale that eventually would prove to Sty 1 actuality, a 
arge fund, whether in a social insurance system ‘ rivate insurance 
organization, does not necessarily mean that there ‘ irplus, or excess of 
assets over actuarial and other liabilities. Second, the existen fa large fund 
with considerable excess of income over outgo might encourage nwise Govern 
ment spending because of the ready availability of the money Third, the with 
drawal of money from the national economy through payroll taxation, and its 
investment in Government bonds, might have deflationary effects, which at some 
stages of the business cycle might be desirable but at other times could prove 
rather serious in bringing on, or prolonging, a depression. Fourth, a large 
accumulation of funds means that the current generation, in effect, contributes 
substantial share of the cost of benefits for those who retire in the early years 
Such contribution nade in the form of payroll taxes, might be more regressive 
than general revenues. 

In any event, whetier a large fund or only a contingency fund is favored, the 
financing basis to be adopted is secondary; primary consideration must be given 
to the benefit and coverage structure. Certainly, the financing method should 
not serve as a “straitjacket”’ on the benefit and coverage provisions. Much of 
the fund “problem” can be mitigated if benefit and coverage provisions are 
adopted that bring the program as near maturity as possible f, in other words 
from its inception (or later modification) the system pays benefits to as large 
a group as would have been on the rolls if the system had been in effect for 
many years. 


ACTUARIAL BASIS OF THE 1935 ACT 


In 1935 the Committee on Economic Security, appointed by 
1934, had recommended what was, in effect, a contingency fund 





794 SOCIAL SECURITY ACT AMENDMENTS OF 1954 


mately to about $15 billion). This fund would be developed under a grad 
tax schedule, providing for a rise from a combined rate of 1 percent of payrol 
for the first 5 years to an ultimate rate of 5 percent after 20 years (the co 
tribution to be shared equally by employers and employees). Eventually 
Federal subsidy would be introduced when the outgo from the fund would other 
wise have exceeded income. It was estimated that the Federal contribution 
would ultimately be about two-thirds as large as the total tax collections from 
employers and employees. 

The legislation enacted, however, did not provide for any Federal contribu 
tion. The cost estimates indicated that the system would be _ self-supportin 
from the contributions of employers and employees—partly because the benefit 
structure differed from that in the original recommendations and partly because 
of the use of a more steeply graded tax schedule. Under the schedule adopted 
the combined rate of 2 percent in effect for the first 3 years of operation was 
to rise to an ultimate rate of 6 percent within 12 years. The system would ly 
self-supporting, according to the estimates, since for the first 30 years the con 
tribution income would exceed benefit outgo and a substantial fund would be 
built up (amounting eventually to $47 billion) ; in the later years, when benefit 
payments would exceed contribution income, the difference would be made up 
from interest on the fund. 


ACTUARIAL BASIS OF THE 1939 ACT 


In 1987 an advisory council was established by Congress and the Social 
Security Board to study the old-age benefit system. To finance the program 
the council recommended the development of only a small contingency fund 
with eventual Government contributions. It also recommended that more in 
benefits be paid out in the early years than under the existing program and 
less later; if the contribution rates were unaltered, the result would be smaller 
fund accumulations and requirements. 

The legislation enacted in 1939 changed the basis of financing to what was 
believed by some to be a pay-as-you-go basis or, more properly, a “contingency 
fund” basis. The shift to this approach was not specifically stated in the law, 
however, and it is not clear that actual experience has followed this pattern 
The law provided that there should be a report whenever the trust fund was 
estimated to exceed three times the highest annual expenditures expected during 
the next 5 years, or conversely whenever the fund was unduly small. This 
“three times” rule gave support to the view that the system was on a contingency 
fund basis. 

The “three times” ratio was exceeded almost from the very beginning. Per 
haps for this reason, among others, legislation was enacted at various times 
during the 1940's, “freezing” the contributions at a combined rate of 2 percent 
until 1950, when they were allowed to rise to 3 percent. 

The 1939 amendments made no specific provision for any Federal contribution 
to the trust fund, despite the fact that a contingency-fund approach had ap 
parently been adopted. The 1948 legislation “freezing” the 2-percent tax rate 
did include, however, a provision authorizing appropriations to the trust fund 
from general revenues in the amounts necessary to finance the benefit payments 
No appropriations have been made or requested under this provision, probably 
because the trust fund grew rapidly and none seemed to be required. 

The original actuarial cost estimates for the 1939 act indicated that the sys 
tem would not be self-supporting and that eventually a Federal contribution 
would be necessary. With the rapid increase in wages during World War II, 
the cost of the system in relation to payroll decreased.” As a result, cost esti 
mates made after the war indicated that, according to the tax schedule in the 
law, the system was then probably on a self-supporting basis. Presumably the 
tax schedule might be modified in the future by Congress if the trust fund should 
become so large that it would be in conflict with what was apparently the 
financing philosophy of the 1939 legislation. 

® Because of the “weighted” benefit formula, beneficiaries with higher wages receive 
relatively lower benefits in relation to their wage Accordingly, as wages rise, the average 
benefit as a proportion of the average wage becomes lower, and therefore the cost of the 
program relative to payroll decreases, 
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ACTUARIAL BASIS OF THE 1950 ACT 


Another Advisory Council on Social Security was established by Congress in 
1947 to consider necessary changes in the program. Although primary considera- 
tion was given to benefit and coverage changes, the financing problem was also 
given serious study. It was recommended that the combined tax rate should 
be increased immediately to 3 percent and that a further increase to 4 percent 
should be made only when the fund began to show an excess of outgo over in 
come, Eventually, when outgo again would exceed income, a Federal contribu 
tion, sufficient in amount to maintain the fund at its size at that time, would 
be introduced. The Federal contribution was never, however, to be more than 
half as large as the total contributions from employers, employees, and the self 
employed or, in other words, never more than roughly one-third of the disburse 
ments. Accordingly, when this situation would otherwise occur, the contribution 
rate for employers, employees, and the self-employed should be raised. 

In the legislation enacted in 1950, this recommendation of the Advisory Coun- 
cil was not followed; instead Congress expressed its intention that the system 
should be completely self-supporting, without Federal subsidy In accordance 
with this view, the provision for a potential Government contribution, which had 
been incorporated in the 1943 law, was eliminated. A new graded tax schedule 
was adopted; from a combined employer-employee rate of 3 percent in 1950-53, 
the rate was to rise to 614 percent by 1970 

This tax schedule would, as closely as could be estimated at the time, place 
the system on a self-supporting basis, with the ultimate size of the trust fund 
about $100 billion, according to the intermediate-cost estimate When benefit 
outgo exceeds contribution income, the difference is to be made up by interest 
on the fund. Accordingly, it may be seen that the financing basis of the pro- 
gram had essentially completed a full circle and as back at the same point 
as When the 1985 act was passed. On the basis of past experience, however, it 
should be realized that Congress may at any time change the financing basis 

ACTUARIAL BASIS OF THE 19 


ACT 


despite the liberalizations in benefits. No change was necessary because, ac 
cording to the cost estimates, the estimated cost “ in relation to payroll was not 
materially changed. 

The cost estimates for the 1952 act prepared at the time of its consideration 
by Congress used the same methodology and assumptions employed in making 


those for the 1950 act with two exceptions. An interest rate of 21%, percent 


instead of 2 percent was used (since interest rates had risen significantly), and 


The tax schedule in the 1950 act was left unchanged by the 1952 amendments, 


the assumptions as to average earnings were about 20 percent higher (cor- 
responding to the 1951 experience, while the previous estimates had been based 
on 1947 experience). Both of these changes, but especially the latter, result in 
relatively lower costs (as a proportion of covered payroll) The weighted nature 
of the benefit formula is such that, as earnings rise, the benefits represent a 
relatively lower proportion of credited earnings. The reductions cost Were 
thus utilized to meet the increased cost of the benefit liberalizati« 
Accordingly, the financing basis currently in effect is the same as i 

the 1950 act—that is, the system is intended to be completely self-supporti 
from worker and employer contributions The ultimate result will be a large in 
terest-earning fund, amounting to slightly more than $100 billion according to 
the intermediate-cost estimate (The trust fund was $17.4 billion as of the end 
of 1952.) For 1953, estimated income will be about | : ] 


® Self-employed persons pa 
vears before 1951 the tax 
for years following 1950 

0 See “Actuarial Cost Estimates 
Modified by the Social Security Act 
Committee on Ways and Means by R 
1950 

1See “Actuarial Cost Estimates for 
Modified by the Social Security <A 
Committee on Ways and Means by R« 


1952 
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in contributions and $0.4 billion in interest), and outgo will amount to $3.1 b 
lion ($3.0 billion in benefits and $0.1 billion in administrative expenses), leaving 
a net income of $1.2 billion For 1954, contribution income will be considerab 
increased (to about $5.1 billion) because the combined employer-employee rate 
is scheduled to rise from the present 3 percent to 4 percent; benefit disbursement 
will rise somewhat (to about $3.4 billion) As a result, the net income to the 
fund in 1954 will be roughly $2.1 billion 


LATIONSHIP WITH RAILROAD RETIREMENT SYSTEM 


An important element affecting the financing of the old-age and survivors 
surance system arose through amendments made to the Railroad Retirement A 
in 1951 The law provides for a coordination of railroad compensation and 
covered earnings under old-age and survivors insurance in determining not on 
survivor benefits but also retirement benefits for persons with less than 10 year 
of railroad service All future survivor and retirement benefits involving le 
than 10 years of railroad service are to be paid by the old-age and surviv« 
insurance system 

The financial interchange provisions are designed to place the old-age and 
survivors insurance trust fund in the same financial position it would have held 
if there never had been a separate railroad retirement program. It is estimates 
by the Social Security Administration that the net effect of these provisions wi 
be a relatively small net gain to the old-age and survivors insurance system, sin 
the reimbursements from the railroad retirement system will be somewhat large 
than the net additional benefits paid on the basis of railroad earnings. 

Che long-range cost estimates currently developed (tables 1 and 2) are for the 
operation of the trust fund on the basis, as provided in current law, that all rai 
road employment will be (and always has been) covered employment. The bas 
of the figures showing the balance in the fund thus corresponds exactly to the 
procedure that will actually be followed in the future. The contribution income 
and benefit disbursements shown in the tables are slightly (less than 5 percen 
higher than the amounts that will actually be paid directly into the trust fund 
by contributors and the payments that will actually be made from the trust fund 
to the individual beneficiaries. This difference occurs because the figures here 
include both the additional contributions that would have been collected if rai 
road employment had always been covered and the additional benefits that would 
have been paid under such circumstances. The balance for these two items is t 
be accounted for in actual practice by the operation of the financial interchange 
provisions 


oe 


70On May 20, 19538, President Eisenhower recommended to Congress that the incre 
in the contribution rate from 114 percent to 2 percent, scheduled to go into effect in 1! 
should be postponed for 1 year If this deferment were made, the net income to the func 
for 1954 would be about $900 million 

See Robert J. Myers and Wilbur J. Cohen, “Railroad Retirement Act Amendments of 


1951 Benefit Provisions and Legislative History,’’ Social Security Bulletin, February 1952 


and Robert J. Myers, “Railroad Retirement Act Amendments of 1951 Financial at 
Actuarial Aspects,” Social Security Bulletin, March 1952 
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Estimated progress of the old-age and 
selected years, 1960-2000, under high-e 


In 


nonths and u 
1aximum wage base in 
’ Figure inflated becauss 
almost all the 1951 interest 
Fund 1 ] 
’ Based o1 
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TABLE 2 Estimated progress of the 


old age 
in selected vears, 1960 


and survivors insurance trust 
2000, under low-employment assumptions * 


fur 


{In millions 


. Benefit Administrative} 
Contributions? at s = te 
nur ation payments expenses Interest 


10, 903 


1 


14, 811 


Intermediat 


ients were 
Ss were 


for 


FUTURE OPERATION OF TRUST FUND 
Cost estimates on an intermediate 
nancing provisions of the 1950 and If 
ecessury in developing a t 


were prepared as a_ bast for the 
because a Single set 


of figures is 
ax schedule to make the 


program self-supporting, 
mate. These intermediate-cost estimates, 
vere not intended to represent the 


according to a reasonable est 


however, 
“most probable” estimates, since it was be 
‘ved impossible to develop any such figures. They were, rather, a simple aver 
of the low-cost and high-cost estimates, both based on 
assumptions representing close to full employment 


Since the present contribution schedule 


rvivors 


high-employment 


was established 
nsurance approximately self-supporting, 
mate, it could be anticipated that the low 


stem would be more thal! 
show an eventual deficit the time the 1952 legis 


lation was enacted showed a trust fund building up rapidly and becoming very 
large—almost $225 billion in the year 2000, when it would 


of $5'4 billion a year. Under the 


to make old-age and 
on an intermediate-cost esti 
cost estimate should show that the 
self-supporting and that a high-cost estimate 


would 
The low-cost estimate made at 


be growing at a rate 


high-cost estimate, the trust fund would grow 
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ore slowly, reaching a maximum of roughly $60 billion in 

en decreasing until it is exhausted in another 20 years. In 

he financing basis established in 1950 were followed—that the 

e self-supporting from contributions of employers and workers 

r the benefit provisions undoubtedly would be appropriately adju 
‘uture date so that neither development would ever eventuate 

Naturally, long-range cost estimates cannot be expected to be 

angeable. As experience develops, these estimates require 

me to time. Since the congressional action on the 1952 amendmet 
stimates have been developed to take into account further actuarial 

| data available from program operations and from the 1950 Censu 

mates have been made on the assumption of low-employment and high-employ1 
onditions as well as on the basis of low-cost and high-cost factors 
ind 2). 

The level-premium costs” (as a percentage of covered payroll) based on 214 


percent interest for the new estimates are as follows: 


The graded contribution schedule in the law is roughly equivalent to 6 percent 
of payroll. Accordingly, all estimates except that based on the low-cost, high 
employment assumptions indicate that the system is not self-supporting. This 
situation, however, would be considerably altered if a higher interest rate 
been used. Currently the interest rate is rising rapidly If. for example, a 
of 2% percent were assumed, the level-premium cost based on intermediate-co 


high-employment assumptions would be 6.22 percent and the system would 
nearly self-supporting. 

On the whole, the new estimates indicate a somewhat higher cost than tl 
vious ones. Except in the low-cost, high-employment estimate, the trust 


reaches a maximum and then decreases significantly, rather than leveling off 
it would if it were on an exactly self-supporting 

The variability of the cost estimates made at different times poses an 
question as to the possibility of determining a precise contribution schedule to 
make the system exactly self-supporting In general, however, the estimates 


clearly indicate that there wil! be rising costs for many years and at the same time 
show the general magnitude of the trend at alternate levels 


EFFECT OF MATURITY ON FINANCIN( 


It is clear that the financing problems of any system pro 
are simplified when the program becomes mature. There are real 
maturity. The first occurs when all persons over age 65 have had an opport 
to be in covered employment during their entire working lifetime (or « 
some means, are given prior-service credit). The second stage 
much later—when the aged population of the country ceases ti 
creasing proportion of the total population 

The first stage of maturity can, by various means, be attai 
eurrently. Under old-age and survivors insurance, for example 
sured aged could be “blanketed in” so that they would receive at le: 
mum benefit. Under such a proposal, this type of maturity would be partly 
tained immediately but would not be fully attained until some years hence 
all individuals had had an opportunity to obtain more than the minim I 
The second type of maturity, of course, cannot be reac} , 


V 


M For the estimates and a genera ptic ) 
Thirteenth Annual Report of the Boar f rustees of 
Insurance Trust Fund; they will be giv in more deta 
Division of the Actuary. 

1 Fer benefit payments after 1952; takes into ac 


of the period and future administrative expenses 
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Even with a blanketing-in of the current aged, benefit outgo relative to payro 
will rise in the future, but the rate of increase would be much lower under a 
blanketing-in proposal than under the present program. 

If coverage were extended to all or substantially all gainful employment, thi 
reduction in the cost of the program in relation to payroll would meet part, « 
perhaps even all, of the long-rang, over-all cost (on a level-premium basis) of 1] 
blanketing-in provisions.” Under a combination proposal for both extension « 
coverage and blanketing in, the cost relative to taxable payroll would be rais 
in the early years and lowered in the later years. The rate of increase of benetit 
cost would therefore be smaller, and, as indicated, previously, the financing pr 
lems of fund accumulations would be lessened. 


CONCLUSION 


This artic has traced the de velopment of the actuarial financing basis of the 
old-age and survivors insurance system in the United States. A substantial tr 
fund has been built up, which under present provisions will continue to grow 
at least in the near future. No definite, final policy has been adopted as to ft] 
financing basis of the program. Congress when it last considered the question 
in 149 and 1950," seemed to favor a self-supporting system with a relative 
large trust fund developing over the years It is impossible to pred 
course of action will be taken in the future as to the financing of the prograr 
Since this is a matter inherently linked’ not only with possible Changes in the 
nature and scope of the program but also with the state of the national economy 


t wh 


The Cuairman. The next witness is Mr. A. D. Marshall, secretary of 
the pension board, pension trust education fund of the savings and 
stock bonus trust, of the General Electric Co., representing the Cham 
ber of Commerce of the United States. 

Mr. Marshall, we are pleased to have you here. Will you give your 
associates’ names for the record ? 


STATEMENT OF A. D. MARSHALL, MANAGER OF EMPLOYEE BENE- 
FITS OF THE GENERAL ELECTRIC CO., SCHENECTADY, N. Y., 
REPRESENTING THE CHAMBER OF COMMERCE OF THE UNITED 
STATES (ACCOMPANIED BY DR. EMERSON P. SCHMIDT, DIRECTOR 
OF ECONOMIC RESEARCH OF THE CHAMBER OF COMMERCE; 
LEONARD J. CALHOUN, COUNSEL; AND JOSEPH S. ZEISEL, ECO- 
NOMIC RESEARCH DEPARTMENT OF THE CHAMBER OF COM- 
MERCE OF THE UNITED STATES) 


Mr. Marsuaun. I am sure that they need no introduction. On my 
left is Dr. Emerson Schmidt, economist of the chamber, who is respon- 
sible for most of the figures you find in my statement, and on my right 
is Leonard Calhoun, counsel for the chamber on this subject. 

The Cuarrman. We know both of them well, but we want it on the 
record to show that. 

Mr. Marsuaui. Thank you. 


‘If coverage is broadened, the cost of the program relative to payroll decreases for 
two reasons First, all earnings, subsequent to coverage extension, of all individuals are 
covered so that some persons do not receive high benefits relative to covered earnings 
through being in covered employment only part of their working lifetime Under the 
benefit computation provisions, the average wage is determined over the entire potential 
working lifetime, and the benefit is determined by a weighted benefit formula Accord 
ngly, a reduction in the average wage because of noncovered periods produces less than 
i proportional reduction in benefits Second, the broader application of the work clause, 
r retirement test, prevents the payment of retirement” benefits to persons who are 
ctively engaged in gainful employment 

The 1952 amendments were enacted without full consideration of all aspects of the 
program because extensive hearings on the subject and executive committee sessions had 
been held just 2 years earlier 
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My name is A. D. Marshall, and I work for the General Electric Co. 
in Schenectady. Lappear today for the Chamber of Commerce of the 
United States, a federation of more than 3,100 organizations, which 
organizations have a membership of about 1,600,000 businessmen. I 
um a member of the chamber’s board of directors and am chairman of 
the chamber’s committee on social legislation. 

To conserve the time of the committee, lL would lke to present the 
chamber’s view on H. R. 7199 in general terms. I will, therefore, 
summarize this statement. I would like permission to have inserted in 
the record statistical and other data supporting those views, which you 
will find at the end of this statement. 

The CuatrmMan. Without objection, it is so ordered 

(The matter referred to is as follows:) 


SUPPLEMENT TO STATEMENT OF A. D. MARS 


This supplementary statement has seven parts, as follows 

Part 1. Financing OASI under H. R. 7199, and under u 
benefit coverage. 

Part 2. Premium costs of the individual's OASI protectio 
OAST tax payments. 

Part 3. OASI coverage extension—tax coverage and benefit 

Part 4. OASI coverage extension and the rural aged 

Part 5. OAST benefits in lieu of Federal OAA grants 

Part 6. Maximum benefits and the proposed wage base extension from $3,600 
to $4,200 annually. 

Part 7. Maintenance of the individual’s prospective OASI henefits despite his 
absences from employment, and the proposed disability 

These parts are intended to give a brief résumé 

(1) The future OASI financing problems which we face under t. 7199 and 
which we would face if the recommendations of the ited Stat Chamber 
of Commerce were adopted 

(2) The actual situation respecting individual OASI benefits and OAST tax 
burdens as between young individuals at various earnings levels and with vari 
OusS dependency situations, and the situation of today’s aged fortunate enough 
to receive OASI benefits. It makes clear, also, that the aged must in effect ride 
piggyback on young OASIT taxpayers. 

(3) The great difference between universal coverage and near-universal tax 
coverage of H. R. 7199, in dealing with our current and near-future old-age 
problem. 

(4) The significance of H. R. 7199 and of universal coverage in dealing with 
the rural aged. 

(5) The reasons for direct OASI protection in lieu of Federal old-age assist- 
ance grants. 

(6) The reasons why maximum benefits should not be increased or the 
present $3,600 wage base extended. 

(7) Reasons for adopting a suggested alternative to the “disability waiver” 
proposal. 


PART 1. FINANCING OASI UNDER H. R. 7199, AND UNDER UNIVERSAL OASI TAX AND 
BENEFIT COVERAGE 


Revenues from the scheduled OASI taxes over the next 25 years will be very 
substantial. 


19” 
1970 
1980 _. 


Actuarial Study No 
? Actuarial Study No 
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Benefits under existing law and under H. R. 7199 are estimated as: 


Existing law 


6, HEW,1 em} 
8, HEW, high empl 
Only the high-employment assumptions of actuarial study No. 36 are used, a 
No, 38 gives no estimates based on low-employment assumptions. 
In terms of percentages of current payrolls, expenditures are estimated und: 
actuarial studies No. 36 and 38 as: 


Under the low-employment assumption, costs as a percentage of 
would be much greater than above: 


Study No. 38 does not give the figures for H. R. 7199. 

The social-security actuary’s testimony indicates an initial payroll cost of 
less than 1 percent of payroll for blanketing in the present aged at $30 per mont} 
This cost would decrease annually and practically disappear by 1980. The leve 
premium cost would be some one-third percent of payroll. 

‘hus the proposal would deal equitably with today’s problem, and its costs 
would be within today’s estimated OASI tax revenues. Twenty-five years fro 
now, annual costs would be a smaller percentage of covered payroll than they 
would be under existing law. In contrast, H. R. 7199 would tremendously i1 
crease future annual costs 

The big financing problem emphasized by the proposed permanent benefit 
formula of H. R. 7199 is the problem of meeting current costs after the next 
few years. The reserve under H. R. 7199 will be big if these costs turn out to be 
small and the trust fund is not needed, but there won’t be a trust fund if costs 
turn out to be very large and it is badly needed. 

The above conclusion is inescapable when HEW’s long-range estimates ir 
actuarial study No. 36 and 38 are examined. 

The low employment—high-cost assumptions in study No. 36 of OASI expend 
tures under present benefit levels, show benefit costs equal to 8.92 percent 
payroll in 1990, but when we look for the estimate as to the size of the trust 
fund we find that it was exhausted 4 years before. As H. R. 7199 has an est 
niated level premium cost of over one-half percent of payroll more, the situation 
above described would occur much earlier than 1990, 

In contrast, under the optimistic assumptions, high employment and low cost 
study No. 36 shows costs as a percentage of payroll for 1990 as 6.54 percent, 
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and a trust fund of $106 billion, producing interest for the year of nearly $2.4 
billion. 

Under the same optimistic assumptions applied in actuarial study No. 38 to 
H. R. 7199, OASI expenditures in 1990 would equal 7.15 percent of covered pay- 
roll and the trust fund would be $95.9 billion, producing $2.1 billion in interest 

Even if we use the optimistic high-employment assumptions, if we use the 
estimates combining these with high-benefit assumptions, we find that instead 
of costs being 7.15 percent of payroll, they will be 8.85 percent of payroll. Instead 
of there being a $95.9 billion fund producing $2.1 billion interest, there will be 
no balance in the trust fund and no interest. 

Obviously there can be no dependence on reserve financing to level out costs 
of future benefits. The only safe course is to make no future commitments for 
high benefits, such as is proposed by H. R. 7199. Instead, the system should 
spend present surplus revenues in meeting today’s problem of today’s aged 
they will have disappeared before OASI costs begin to be really burdensome 


PART 2. PREMIUM COSTS OF THE INDIVIDUAL’S OASI PROTECTION AND HIS ACTUAL OASI 
TAX PAYMENTS 


The individual’s OASI protection is determined very largely by OASI’s pur 
pose, and is only incidentally related to his OASI taxes. Actual monthly pre 
mium costs of the benefits individuals receive under existing law are set out in 


Table 11—Actuarial Study No. 34, Department of Health, Education, qand We 
fare (assumed retirement age, 65). 
Young people 

The actual monthly premium costs, on a level premium basis, shown for young 


people entering OASI at age 20, and who thereafter have various dependency 
situations, is as follows: 


Costs as percent of average wages 


OANST tares It will be noted 1 voung people presently entering the gs) 
and paying a present 2 percent SI tax rate (3 percent if se f-employed) hi 
an actual level premium cost vary < widely from their OASI taxes, and depend 
ing on wage level, sex, and dependents The self-employed single male earnit 
$300 per month is presently paying as OAST taxes mn ‘ more than } 
actual premium costs But the $100 employee who ill have OASI protect 
for a wife and three children is paying only about one h of his level pret 


costs 
A self-employed single ma ¢ $300 per m I ntering OASI whet 


the maximum OASI tax rate comes f a ! nt] heduled 
17% percent tax. His actual premium cost is about half Ss taxe If 


employee his actual costs are roughly two-thirds his OASI taxes 
Thus the OAST taxes of vou entrants into OAST y 
mium cost of their OASI protectio Sol are already 


premium costs and the percentage will increase as OASI 


Older people 


Actual premium costs and tl 
January 1956 with maximum ben 
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The actual premium in relation to OASI taxes is much greater for less thar 
maximum benefits. 

Thus, present aged receiving OASI benefits pay only a tiny fraction of the actual 
premium costs—the remaining cost must be borne by other taxpayers. The 
greater the benefit, the greater the cost on other taxpayers. 


PART 3. OASI COVERAGE EXTENSION rAX COVERAGE AND BENEFIT COVERAGI 


H. R. 7199 proposes near universal O iN/ tar coverage 


Under existing law, according to the Secretary of Health, Education, and We 
fare, some 80 percent of all jobs are covered and H. R. 7199 would extend cover 
age to 7 million additional jobs, thus approaching universal OAST tax coverage 
The HEW Department's actuarial studies 36 and 38 estimate that, instead of the 
67.9 million who would pay OASI taxes under existing law, as a result of the 
proposed extension 75.4 million persons will pay OAST taxes on their employ 
ment in 1960. This is approaching universal coverage H. R. 7199 would cover 
94 percent of the 79.9 million who would receive wage credits if coverage were 
universal 


H. R. 7199 proposes only a very gradual increase in the number of aged eligibli 
to receive OASI benefits and in the number who actually receive OAS! 
benefits 


The actuarial studies above referred to show, under high employment, low-cost 
assumptions, that 5.1 million persons 65 and older will be insured next January 
1, and that 6.4 million will be insured January 1, 1960 If H. R. 7199 were en 
acted, the estimated increase over existing law would be only 0.5 million—a 
total of 6.9 million 

KXstimated aged actually on the rolls in 1960 under existing law would be 7.2 
million—ineluding the insured and aged wives, widows, and parents Under the 
Reed bill the number would be only slightly higher 

Universal OASI coverage, as recommended by the United States Chamber of 
Commerce, would mean that all the retired unprotected aged would be eligible 
for OAST Some three-fourths of our total aged—all our retired aged not. re 
ceiving railroad retirement or civil-service retirement benefits—would receive 
OASI benefits. Under existing law and under H. R. 7199, only half our aged 
will be receiving OASIT benefits 5 vears from now 


PART 4. OAST COVERAGE EXTENSION AND THE RURAL AGED 


The Secretary of Health, Education, and Welfare stated in her recent testi- 
mony on EH. R. 7199 before the Committee on Ways and Means: 

“The recommended extension of OASI coverage would enable farm people to 
earn the protection of OASI. This would do much to turn the trend in farm 
counties away from OAA and to reduce OAA costs.” 

Her testimony was that in farm counties, i. e. 50 percent or more population 
on farms, 31 percent of the aged were on OAA and only 138 percent received 
OAST; while in urban counties, i. e., tess than 50 percent of population on farms, 
only 17 percent of the aged were on OAA while 36 percent received OAST. 

As also shown by the Secretary’s testimony, the State by State variance in 
OASI recipients is very marked. 


OAST beneficiaries per 1,000 aged 


100) or more 
300 to 400 
200 to 300 
100 to BOO 


She pointed out that 
In the States where the number of OASI beneficiaries per 1,000 aged 
population is relatively high, the proportion receiving assistance is rela 
tively low. In general, these are the urban, industrial States in the North 
east and North Central part of the country 
By contrast, in the predominantly agricultural States, recipients of assist 
ance outnumber insurance beneficiaries. This situation reflects the limitation 
on coverage of farm people under the OAST program. 
If the H. R. 7199 coverage provisions were enacted, the OAST farmers and 
farmhands would double or perhaps more than quadruple the OAST taxes from 
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ural counties. Farmers would pay immediately a 3-percent 

aximum-wage base of $4,200—as much as $126 per year as 

iaximum of $30 per year paid by any individual befor 
experience mnakes clear, farm OASI beneficiaries would con 

owly. 

In 1942 when persons initially covered by OASI had contributed 5 years, OAST 

id some 46.4 million current contributors, and 600,000 beneficiaries On the 
same basis, the proposed coverage of an estimated 3.6 million farm operators and 
” 6 million additional farm workers, would mean perhaps SO0,000 to 100,000 OAST 
beneficiaries in 1960 resulting from OAST tax coverage of 6.2 million farmers and 
armbands for 5 years 

Universal tax and benefit coverage, as proposed by the chamber, in contrast 
vith the immediate near-universal tax coverage and the ve slowly expanding 
benefit coverage under H. R. 7199, would immediately change the OANSI recipient 
liscrepancy between urban and rural counties and between industrial and ag 
cultural States—all retired people would be receiving direct Federal benefits pa 
ible without a determination of need 

In contrast with H. R. 7199, where the large OASI tax payments by farm 
would not be offset by decreased old-age assistance costs, universal OASI b 
fit coverage would mean an immediate reduction in old-age assistance costs 


PART 5. OASI BENEFITS IN LIEU OF FEDERAL OAA GRANTS 


Direct Federal benefit payments have been made to a rapidly increasing per 
centage of the aged. More and more aged receive both the direct payments and 
ederal-grant subsidized assistance. Nevertheless Federal OAA grants have not 
been reduced, but have been liberalized 

Under existing law a State which pays a $50 per month OAA benefit to an il 
dividual receiving a S50 OASI benefit receives at le: 832.50 of the cost of the 
OAA benefit from the Federal grant. Thus, in this case of combined OAA—OASI 
benefits the Federal share has increased from an original half the cost of a S30 
benefit (before OAST) to $82.50 of the cost of a $100 benefit 


The issue is withdrawal from Federal grants Secretary Hobby testified be 


fore the committee that “OAST is moving gradually toward maturity ' H.R 
7200 * * * would revise the old-age assistance formula to reflect this process 

The administration bill, H. R. 7200, provides for permanent Federal OAA grants, 
with only a gradual reduction in Federal grants as a percentage of OAA costs 
is OASI benefit coverage gradually increases. The chamber of commerce re¢ 
ommends immediate benefit coverage of all presently unprotected aged and ter 
mination of Federal OAA grants, as the only equitable solution of the present 


situation, the development and results of which are outlined below 

Federal OAA grants were established by the Social Security Act in 1935. No 
OASI monthly benefits were initially scheduled until 1942, and under the original 
law OASI benefits were to be very small for many years after that, and none 
were to be paid wives, widows, or parents 

Despite the establishment of benefits for aged wives and surviving widows 
and parents, and the beginning of benefit payments and maturing of OAST bene 
fit levels in 1939, OAST had relatively few aged recipients for many years Aged 
recipients under the OAA and OASI programs were : 


But at the beginning of 1954 the situation was 
1954 


The total is actually around a half mill 
ficiaries receiving both OAA and OASI 


45622 54 52 
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Without change in existing law, HEW’s Actuarial Study No. 36 estimat: 
OASI aged recipient rolls as: 


Current rolls, 4,675 ; current aged, 13,600,006 


High Low 


6, 198, 000 5, 207, 000 


s, 322. OOO 7. 184, O00 


12, OO, OOF l $54, 000 


Whether these increases in OAST recipients will of themselves reduce OAA 
Federal OAA grants are continued is questionable. As above noted, the OAA 
rolls are substantially larger at present than in 1942, though OAST recipien 
have increased from slightly over a third of a million to 424 million—and ra 
road retirement and civil service recipients have also increased materially 

States with high OASI recipient rates may have a large percentage of OAA 
recipients who are also receiving OASI—for example, around one-third of OA 
recipients in Connecticut and Massachusetts are also receiving OASI benefit 

The Federal Government’s OASI program, along with railroad retirement 
civil-service retirement and military retirement programs, currently pays ben: 
fits to some 5 million persons 65 years and older. As shown above, this will b 
increased some 4 million by 1960. These programs should, by any reasonabl 
yardstick, represent the Federal share of the old-age problem. Most unfort 
nately, however, OASI beneficiaries as a percentage of the State’s aged vary 
widely from State to State, as has been pointed out. This disparity in distr 
bution is not equalized by the Federal Government’s OAA grants 

Federal OAA grants are approaching a billion dollars per year, and the dis 
tribution of these funds depends on State OAA recipient rates—varying fron 
under 5 percent to 60 percent of the aged—and grants per recipient, varying 
from $21 to $54. Some States, like Louisiana and Colorado, have large OAA 
grants per recipient and a very high percentage of their aged on the rolls 
(‘ther States, like Virginia, have low OAA grants per recipient and only a sma 
percentage of their aged on the rolls 

Thus direct Federal benefits paid the aged and Federal subsidies fer Stats 
assistance for the aged vary greatly from State to State. This unequal treat 
ment can and should be equalized—and the only feasible way is through uni 
versal OAST benefit coverage and termination of Federal OAA grants 

The maximum OAA grant per State OAA recipient is around $34 and the effec 
tive minimum somewhat above $20, under the present temporary formula wh 
expires in Septembe1 It is around $29 maximum and $17 minimum under th: 
permanent formula. The present national average grant is around $30 per 
recipient 

Payment of a $380 minimum OAST benefit to OAA recipients and terminatior 
of Federal grants would leave a smaller residual OAA load for State financing 
than at present in only a few States This is because (1) some States have 
larger than S30 per recipient in grants; (2) all States have a percentage of 
low benefit recipients—many receive a lower benefit than the grant per recipi 
eut—and paying these an OASI grant of $80 or more would not reduce State 
gud local fund costs, and 3) some States pay a good many recipients who 

ready receive OASI Unless the recipient is presently receiving less than the 
proposed minimum benefit, State costs would, for the recipient, be greatly in 
creased on termination of the Federal grant. 

Quite obviously, as the States themselves receive extremely unequal grants 
under existing law, no uniform direct payment to OAA recipients in lieu of 
crants would have the same effect on the residual OAA load which would be 
left to States tut the States have determined their present highly variable 
OAA expenditures, and with the substitute of a direct, payment in lieu of 
rrants, would determine their residual OAA expenditures. 

H. R. 7200 would la vy leave Federa ants dependent on State publice- 
ssistance action ug arving the State’s matching percentages on the ques 
tionuble basis of State per capita income and the percentage of the State’s aged 
receiving OASI After full OASI benetit maturity and with three-fourths of the 
State’s aged (all currently retired) receiving OASI, H. R. 7200 would still pro- 
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vide Federal grants ranging from 50 percent to SO percent of all State OAA ex 
penditures up to an average of $55 per recipient. 

The United States chamber regards this as an unwarranted, costly, inequitable 
and socially and economically unsound proposal for continuing Federal OAA 
crants, and recommends universal OASI benefit coverage in lieu of such grants 

Thus direct Federal benefits paid the aged and Federal subsidies for State 
sistance for the aged vary greatly from State to State. This unequal treatment 
can and should be equalized—and the only feasible way is through universal 
OASI benefit coverage and termination of Federal OAA grants 

The maximum OAA grant per State OAA recipient is around $34 and the 
effective minimum somewhat above $20, under the present temporary formula 
which expires in September. It is around $29 maximum and $17 minimum under 
the permanent formula. The present national average grant is around $380 per 
recipient. 

Payment of a $30 minimum OASI benefit to OAA recipients and termination of 
Federal grants would leave a smaller residual OAA load for State financing than 
at present in only a few States. This is because (1) some States have larger 
than $30 per recipient in grants; (2) all States have a percentage of low benefit 
recipients—many receive a lower benefit than the grant per recipient—and pay 
ing these an OAST grant of $30 or more would not reduce State and local fund 
costs, and (38) some States pay a good many recipients who already receive 
OAST. Unless the recipient is presently receiving less than the proposed mini 
mum benefit, State costs would for the recipient, be greatly increased on term 
ination of the Federal grant. 

Quite obviously, as the States themselves receive extremely unequal grants 
under existing law, no uniform direct payment to OAA recipients in lieu of grants 
would have the same effect on the residual OAA load which would be left t 
States. But the States have determined their present highly variable OAA ex 
penditures, and with the substitute of a direct payment in lieu of grants, would 
determine their residual OAA expenditures 

H. R. 7200 would largely leave Federal grants dependent on State public 
assistance action, though varying the State’s matching percentages on the ques 
tionable basis of State per capita income and the percentage of the State’s aged 
receiving OASI. After full OAST benefit maturity and th thr ourths of the 
State’s aged (all currently retired) receiving OAST, H. R ould still pro 
vide Federal grants ranging from 45 percent to 67 percent of all State OAA ex 
penditures up to an average of $55 per recipient 

The United States chamber regards this as an unwarranted, costly, inequitable, 
and socially and economically unsound proposal for continuing Federal OAA 
grants, and recommends universal OAST benefit coverage in lieu of such grants 

The attached table gives some indication of the residu State cost of mail 
taining present benefit levels with a $30 and a $45 OASI payment to present OAA 
recipients, 
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Effect of OAST payments in lieu of grants, residual State cost to maintain present 
payments ’* 


mewhat hi 


$30 because about 


OASI benefit 


ver of OAA recipients 


PART 6. MAXIMUM BENEFITS AND TIIE PROPOSED WAGE BASE EXTENSION FROM $3,600 
rO $4,200 ANNUALLY 


H. R. 7199 raises two issues by proposals designed to provide what Secretary 
Hobby described as (1) “A readjustment in benefits to take into account the 
mproved living standard of the American worker” and (2) ‘A rise in the earnings 
base * * essential to the effective maintenance of the principle that benefits 
should reflect differences in individual earnings.” 

The “standard of living’? proposal would increase maximum benefits payable 
to an old couple now on the rolls or retiring in the next several months from the 


present $127.50 per month to some $147.75. It would permanently provide this 
same amount for the $300 per month man 
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The “differences in individual earnings” proposal would provide 


1 > 


month man (or anyone with higher earnings) and his wife $162.75, 
ifter the middle of 1956. 

The “differences in earnings” proposal would also extend the OAST tax base 
from the present $3,600 to $4,200, increasing next year the maximum annua 
employee tax $12 per year, the employer tax $12, and the employed tax S18 

When the proposed maximum OASI tax rates come into effect, the extended 
maximum wage base would mean $19.50 per year additional tax for the employee 
ind $19.50 for the employer, and $29.25 for the self-employed 

The Secretary stated that “The proportion of covered payrolls which was con 
templated for the support of the old-age and survivors insuri » system is present 
ly not serving this purpose’’—hence the proposed increase 

The facts are that as originally recommended in 1935 by the then administra 
tion, OASI was to be financed by the entire payroll, excluding from payroll tax 
coverage “white collar workers” making $250 per month—S5,000 per yeat Ch 
egislation actually adopted included persons earning $250 per month and above, 
but excluded from OASI tax coverage, for employer tax purposes, amounts in 
excess of $3,000 paid an employee in a year, and excluded for employee tax pur- 
poses any part of the employee's total covered wages in excess of 35,000 

The originally proposed maximum benefit was to be paid on the average wage 
of $150 per month—additional wages were to be disregarded for benefits but not 
for taxes. The original act actually adopted, based benefits on the individual's 
uggregated total wages, with a benefit formula producing relatively high benefits 
for a relatively low total, and then a very slow increase in amount, reaching $85 
only after persons had spent all their working life in OASI-taxed work. The 1939 
amendments based benefits on average wages, with a formula producing half the 
maximum benefit on the first $50 per month of wages, the other half on the 
remaining $200 per month of wages. The $150-per-month man received three 
fourths of maximum production. The $200-per-month man received seven-eighths 
of maximum protection. Either, if married, received greater than the maximum 
protection extended a $250-per-month single man. 

The Secretary's assumed “principles” were thus merely practical decisions 


e 


as to what Congress wanted OASIT to do and how costs were to be financed 

The Secretary's present arguments are in substance the arguments 
support of the proposed 1950 amendments by the then Social Security 
trator, who recommended a $4,800 wage base. The present $3.600 wage 
was a political compromise between those who wanted, and those who did not 
want, to extend the $3,000 wage base The $3,600 wage base, adopted as a 
compromise, had the practical effect of permitting coordination between OASI 
and railroad retirement, which already had a $3,600 wage ise. A further 
OASI wage base extension would have to be followed by a corresponding rai 


road retirement wage base extension to preserve this coordinat 


ation 
The maximum “primary” benefit as computed under the 1939 formula would 
presently be 18.8 percent of the 1939 maximum average monthly wage of $250 
If the present maximum benefit of $85, established in 1952, were still 18.8 percent 
of the maximum wage base, that wage base would have to be around $5,400 
instead of $3,600 But with the great improvement in employment opportunities 
and the consequent improved payrolls, Congress decided that the system could 
and should pay the $85 maximum fixed in the 1952 amendments to the $3,600 
per-year man 

The Secretary, in arguing for the proposed $4,200 wage hase, stated that ‘a 
substantial proportion of beneficiaries * tend to get about the same bene 
fit * * * hecause their earnings have exceeded the maximum under the system.” 
But with primary benefit awards averaging about $56 in December 1953, there 
seems little basis for her conclusion that “A rise in the earnings base is, there 
fore, essential to the maintenance of the principle that | its should reflect 
differences in individual earnings.” The $56 average is around the midway 
point between the $25 minimum and the $85 maximum 

The Secretary presented with her statement a chart entitled “Benefits of 
Recently Retired Male Workers, June 1953,” showing “percent of beneficiaries 
drawing benefits under present formula” and showing 49 percent in the bracket 
“$75 to S85”. She stated, “his chart shows the effect of the rise in earnings 
levels in the case of retired men who are receiving their benefits based on earn 
ings since 1950 Nearly half receive about the same benefit—at or within $10 
of the $85 maximum.” 

Table 2, page 22, of the March 1954, Social Security Bulletin, shows that for 
the period January to June 1953, there were 428,903 primary benefit awards 
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301,824 received benefits based solely on earnings after 1950. Of this group 
58,434—less than 1 in 5—received the $85 minimum. About 1 in 6 received 
between S75 and $84.90, and about 1 in 6 received between $65 and $74.90. The 
table shows: 


Amount of monthly benefit 


” 76 ‘ $55.00 to $64.90 


25.10 to $34.90 4 $65.00 to $74.90 


< 
$35.00 to $44.90 36 $75.00 to $84.90 
$ 


45.00 to $54.90 l 71 ) dSO.00 


Quite obviously, to again quote the Secretary, but out of context, “the bene 
fits * * * vary significantly with differences in earnings’ with the present 
maximum base. 

The matter of percentages of recipients receiving maximum benefits and bene 
fits at other levels is, of course, not a fundamental consideration in framing 
benefits. The fundamental question is whether the proposed increase in the 
maximum (and other) benefits, and in the maximum earnings base are required 
by the purpose of OAST. 

From the viewpoint of the United States Chamber, the purpose of OASIT is to 
provide a basic floor of protection. We are in full agreement with the Secretary’s 
testimony before this committee that “OASI is not intended to serve as a sub 
stitute for private savings. Rather, it should serve as a base upon which the 
individual will be encouraged to build, through savings and private ownership, 
toward greater retirement and supervisorship security.” 

It would appear obvious that the proposal to raise the wage base from $3,600 
to $4,200 and to pay the $4,200 man and his wife $180 more per year in benefits 
than is paid the $3,600 man is not required or justified by the purpose of the act 
Obviously this difference will not be reflected by the public assistance rolls 
neither the $3,600 or $4,200 man is likely to need public assistance at present 
benefit levels, which provide each the same benefit 

H. R. 7199 proposes to increase the present $127.50 paid a retired man and his 
wife to approximately $148—the proposed “improved livings standard” in 
crease—and to increase the minimum of $37.50 paid an old couple to $45. 

The chamber believes that the present maximum is appropriate in view of the 
purpose of the act and that instead of increased maximum benefits, there should 
be an increase in minimum benefits and that these should be paid the present 
unprotected aged. The large proposed increase to some $148 per month would 
be on the present wage base. The proposal to pay an additional $15 per month 
to the $4,200 per vear man and his wife (and to charge him an extra tax) is 
difficult to justify on any theory. 


PART 7. MAINTENANCE OF THE INDIVIDUAL’S PROSPECTIVE OASI BENEFITS DESPITE HIS 
ABSENCES FROM EMPLOYMENT, AND THE PROPOSED DISABILITY WAIVER 


In general, the benefit amounts paid individuals, their wives, dependent hus- 
bands, widows, orphans, and parents are reduced because of absence from OASI 
coverage. Such absence can also result in loss of eligibility for benefits. 

Absence from OASI coverage before 1951 has, in general, been excused by the 
the 1950 amendments for individuals with a year and a half of OASI coverage 
since 1950 Under H. R. 7199 absence from coverage (or periods of low wage 
coverage) in any 4 calendar years will also be excused. 

The theory is that this not only serves as a substitute for another new start 
but also gives the great mass of individuals in gainful employment an excused 
absence in cases of absences due to illness, unemployment, premature retire- 
ment, ete 

Secretary Hobby used as an example of the effect of the 4-year dropout for 
maintaining benefit levels “a construction worker who, as he gets older, finds 
he is not able to work full time * * * in the last 4 years before he reaches age 
65." The situation would, of course, be equally remedied if he had become 
totally disabled and had not worked at all during the period in question. 

In addition to the 4-year dropout, H. R. 7199 provides a disability dropout 
when the individual concerned has a specified minimum of predisability work 
coverage and is medically determined to be (@) unable to “engage in any sub- 
Stantially gainful activity by reason of any medically determinable physical or 





SOCIAL SECURITY ACT AMENDMENTS OF 1954 S11 


ental impairment which can be expected to result in death or to be of long 
ntinued and indefinite duration,” or (b) the individual is blind 
To be eligible for the disability dropout the individual must have been in 
vered work in (1) 6 of the 13 calendar quarters, and (2) 20 of the 40 calendar 
larters immediately preceding disability 
This provision is obviously unnecessary in late-in-life disability cases such 
s occur in cases like the construction worker referred to in discussing the 
{-year dropout. This 4-year dropout likewise suffices for waiving up to 4 years’ 
lisability occurring at younger ages. The bulk of disabilities end in death, 
attainment of age 65, or recovery in 4 or 5 years. The Secretary recognizes this 
n basing the proposed disability dropout on “the effects of long periods out of 
the labor force caused by a totally disabling condition.” 

Long-term disability would occur in only a fraction of the cases which would 
be medically examined, and even in the cases where a disability dropout would 

e awarded. As said by the Secretary, “Many of these persons can be restored 
to lives of usefulness, independence, and self-respect under modern rehabilita 
tion techniques.” 

Furthermore, a medical determination of the individual’s “inability to engage 
n any substantial gainful activity by reason of * * physical or mental im 
pairment,” required for the disability dropout, could well militate against his 
rehabilitation. 

No one can forsee the costs and implications of exposing 70 million persons 
including many millions of women who will normally leave the labor force to 
keep house—to an invitation to have a free medical examination and perhaps to 
also secure a disability dropout. 

It would be most unfortunate to use the time and talent of our limited medical 
profession in making the examinations in question unless the situation were so 
grave as to justify it, and there were no alternative solution. 

Besides the costs and other implications of the medical examinations, it cannot 
be overlooked that, unlike age and death, physical and mental ability to work are 
frequently matters of opinion on which even experts differ. In a public systera 
overing 60 or 70 million people, the disability dropout must almost inevitably 
result in a tremendous number of situations involving pressure on the adminis 
trative agency, the doctors, and on Members of Congress. 

These considerations must be measured against the prospective limited ad 
vantages of the proposal which the Secretary stated would result in “cost in 
creases of 7/100 of 1 percent” of payroll The Secretary made no distribution 
is to the division of these costs between medical and administrative costs and 
actual benefit increases resulting from the disability dropout 

Thus, even if the effect of long-term disability on retirement and survivor bene 
fits could not otherwise be remedied, the consequences of the proposal far out 
weigh its limited advantages. But when we examine into the actual problem 
of the effect of long-term disability on the family’s OASI protection, we find 
possibilities of an alternative approach. Such examination makes clear that 
this problem is actually such as to be largely resolved by a procedure less pro 
ductive of undesirable side effects and more compatible with current OASI 
practices than the proposed medically determined disability dropout 

In the vast majority of cases where the proposed medical disability dropout 
would be applicable, the individual concerned is married. If the individual con 
cerned is.a woman, it is quite probable that normally she will draw wife’s bene 
fits or widow’s benefits, rather than primary benefits. In a high percentage of 
cases she is going to leave the labor market for long periods in any event 

If the individual concerned is the husband, the normal sequel of his disability 
is that his wife becomes the family breadwinner. It will be on her death or 
retirement that the family suffers the wage loss contemplated by OASIT, and 
consequently when retirement or survivor benefits are payable—and he wil 
qualify for dependent-husband or dependent-widower benefits 

The principal present difficulty is when the disability occurs at a time when 
her entry into OASI coverage occurs at a time when a substantial period of 
absence from OASIT coverage is chalked up against her wage record, and when a 
prospective long period of absence is to be chalked up against her husband, 
despite their 4-year dropout privileges 

In view of the primary objective of OASI protecting the family on death 
or retirement of the family breadwinner, the question here is that of preserving 
the family retirement and survivor benefits when there has been a shift betweet 
the husband and wife as family breadwinner. 
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The solution might be to permit a consolidation of wage records on the dea 
of the husband or wife where the survivor so elects, or on the attainment 
age 65 by the husband and their mutual election. Such an election would not | 
conditioned on proof of disability. It would be limited to the maximum OAS 
earnings base in their consolidated wage record for any year in which bot 
worked. It would, incidentally, increase the OASI wage base for early perio 
in wage history when both husband and wife are typically working. It wor 
also in some degree answer the present situation which normally disregard 
benefiitwise, the OAST participation or lack of participation by married wom 

Admittedly the above solution would not apply to most of the relatively ra 
eases of single people with long-term disabilities. But these have no mont} 
benefits payable on their death in any event. They present at most a problem 
their retirement benefits—at 65 

Consider, for example, a case where the single individual becomes disabl 
at 40. For him, his present disability, not the attainment of his 65th birthda 
25 years in the future, marks his retirement. On this birthday, if he lives t 
reach it, he is probably going to receive at least minimum OASIT benefits in ar 
event. In some way he is going to be maintained until he reaches his 65 
birthday—perhaps under the State disability assistance program. Is it 
pressing consequence that he receive OASI benefits based on average wages 
work which terminated 25 years before, rather than minimum OAST benefits 
Yet, when boiled down, this difference in this narrow situation is practical 
the only reason for adopting the medical disability dropout 

Mr. Marsnaru. T am aware that these hearings are directed to the 
bill modifying the system known as Federal old-age and survivor 
Insurance. However, it is impossible to discuss this bill without 
mentioning that interrelated device to solve the same problem, Fed 
eral old age assistance orants. 

That problem, destitution in old age, faced your committee in 1935 
when it approved and Congress adopted Federal grants for old age 
assistance to cope with the immediate situation and OASIT was estab 
lished to provide what in time would be a better permanent solution 

Teo lay, nearly 20 years later, we must face the facts that: (1) OASI 
still excludes more than half of the present retired aged: (2) old wore 
assistance grants have grown rather than diminished: and (3) that 
in the distribution of Federal funds for both programs, there are 
inequities which necessitate immediate and effective changes. 

This briefly describes the serious problem facing our Nation and 
the grave responsibility which your committee has. Your recogni 
tion of this is evidenced by the fact that you have had an able sub 
committee eathering facts and data on which to base your decision. 
| hope all of the committee members have had an Opportunity to 
study all of the facts developed by that subcommittee and am sorry 
that we who testify have not h: ud the same op portunity. 

However, the Chamber of Commerce of the United States, like 
your committee, has long studied the social security system and for 
this purpose established the social legislation committee. After in 
tensive work, our committee concluded 2 years ago that three basic 
changes in the system were vital to its proper functioning. These 
changes with the arguments for and against them were presented by 
referendum to the chamber’s organization members throughout the 
country. They were adopted by an overwhelming vote of 17 to 1. 

Those three basic changes are fundamentally quite simple and are 
interrelated. They are 

First, the system ase as old-age and survivor insurance should 
be made really universal. Everyone working and every employer 
should contribute to it and all retired should receive benefits from it. 
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Second, the system should be self supporting on a pay-as-you-go 
sis, With the present contributors paying enough to provide the 
benefits for their own parents and grandparents. The present trust 
fund reserve should be ret ined and excess contributions cood 
times should supp lement the present reserve to provide against the 
need for sharp Increases in tax rates in periods of business recession. 
Third, any paymen ts of the Federal Government to the aged should 
be paid directly by the Government to those aged, and should be fixed 
ind determined by law. When old-age and survivor insurance bene 


] 


fits are paid direc tly to all the aged, the States can and should assum 
the remaining individual relief problem. Payments to no single 
individual presently covered by OASI need be reduced. 

Ac loption of these three proposals woul | result lh a single, S mple, 
and equitable Federal system providing a reasonable floor of prote 
tion against need in old age. ‘The Federal Government would be 
sending its checks for monthly benefits directly to all the retired aged 
throughout the Nation. 

Therefore, it ho longer would be hecessary to channe | Federal] funds 
through the States for use in making payments to our aged citizens 


only if their resources are exhausted and their relatives are unwill hg 


to help them. 

This position of the chamber is wholly constructive and parts of 
are included in the bills how before Vou. kor example, part of the 
statement of the purpose of H. R. 6034, the Dingell bill, coincides with 
the chamber’s position both as to universal tax coverage and as to 
minimizing public assistance. Of course, H. R. 7199, the Reed 
H. R. 6863, the Curtis bill; and H. R. 6034, the Dingell bill. also would 
require the payment of social-security taxes by almost everybody. 

However, these three bills propose very different treatment with 
respect to the payment of benefits. While the y all cover universal tax 
payments, they do not cover universal benefit payments. Neither the 
Reed bill nor the Dingell bill would immediately increase benefit cove 
age. Neither would authorize the payment of benefits to the present 
unprotected aged. The Curtis bill would pay them such benefits. 

There would seem to be little reason for not now paying benefits to 
all the present aged. This has been the eventual] goal of all who have 
studied the system since its founding. ‘The Senate Finance Committee 
in 1950 said: 

The older worker should not be penalized for the fact that » could not con 
tribute throughout his life. We propose, in effect, that, as many private 
pension plans, the older worker receive credit for his past service and acquire 
rights to the full rate of benefits now 

There are sound reasons why it is both right and timely to begin 
paying minimum benefits to all of today’s unprotected retired aged and 
orphans. 

First, it is a matter of simple justice. The reasons why these people 
aren't now eligible for benefits is because they were born too soon, or 
because Congress excluded their work. An industrial « ‘company which 
puts in a pension pli in provides past service benefits for those who have 
given faithful service over the years, aS we 1] as for those who will do 
so, it is hoped, in the future. Why should a Government which is 
taxing wage earners and their employers for a pension to provide a 
basic floor of protection be less hberal ? Why should we withhold 
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benefits from those who made their contribution to our way of lif 
years ago while providing benefits to those who are now retiring ? 

Second, OAST is a public-purpose program designed to provide a 
basic layer of protection to the retired aged and orphans. As such, it 
should not discriminate against millions of today’s aged and orphans 
Paying benefits to the present unprotected groups is a logical extension 
of the past service credit principle utilized in past social-security 
amendments when new groups were brought under coverage, and also 
originally in the Railroad Retirement Act. 

Third, only if OASI is changed to a universal system, extending 
minimum benefits to presently unprotected aged, including the aged of 
the newly covered groups, can a real equity, and this is an important 
point, be achieved between groups originally covered and groups newly 
covered. A universal system would mean that OASIT benefits would 
be paid to all the retired aged of all groups and financed by social 
security taxes of all the gainfully employed of all groups. 

Let us take an example of what I mean by this. The largest of the 
groups who would be paying taxes for the first time under all of these 
proposals would be farmers. They, along with the present excluded 
self-employed, would pay taxes at a 3 percent rate, as contrasted wit] 
the 1 percent rate paid by persons who were initially covered in 1937 
As a result, after 5 years the taxes of these farmers, will have totaled 
15 percent of their average yearly covered earnings, almost equal to the 
total taxes paid in 17 vears by those who were first covered in 1937. 

That is the tax situation. Let us look at the benefit situation as com 
pared to the tax situation. For every 10 taxpayers in those groups 
covered since 1957, 1 retired person is receiving benefits, but at the 
end of 5 years, 75 farmers would be paying taxes for every 1 retired 
farmer receiving benefits. Thus, the newly covered farmers would, 
in effect, pay OASI taxes which, over many years, would be largely 
used for financing benefits for the aged of the presently retired groups, 
rather than for retired farmers. See part 4 of the supplement to this 
statement and see HEW’s actuarial study No. 38. 

Fourth, paying benefits now to the unprotected aged will end the 
unwarranted discrimination against them which is bas sed on a token 
tax participation by those who do receive benefits. This basis for 
determining who shall get benefits and who shall be denied them is 
obviously unsatisfactory. The present token requirements can be met 
by almost anyone with 6 weeks covered work, properly spaced. In 
contrast. millions of the present aged, because of physical condition or 
lack of information, have failed to obtain the token coverage presently 
required to qualify for benefits. It is indefensible that OAST pro- 
tection should depend on such capricious grounds. 

Fifth, another reason why it is timely to begin paying benefits to 
all of today’s aged is that the long-run cost of extending minimum 
a to them is small compared with even a small liberalization 
of the benefit formula for all. The Social Security actuary stated 
during the current hearings that the first year cost ‘of providing the 
unprotected aged benefits of $45 would be some 114 percent of covered 
payroll. This simply means that a $30 benefit to them would cost 
about 1 percent of the covered payroll. This initial cost, remember, 
gentlemen, would decrease rapidly as the present aged pass out of the 
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picture. We understand that he estimates the level premium costs 
of the $30 proposal as about one-third of 1 percent of payroll. 

Arguments which have been advanced against paying benefits to the 
present unprotected aged are—all of those arguments are shown in 
my statement, and I want to read only three of them. 

First, the argument is advanced that the proposal would reduce the 

payments now being made to thousands of the present aged. Nothing 
could be further from the truth. The proposal is for the a 
Government to make payments directly to all the present aged, and : 
a coroll: ary, Stop turning over to the ae Ss mone ; to pay benefits on 
a means test basis for part of them. The States could continue to sup 
plement payments to the aged as they do now in any amount they deem 
necessary. Thus, no aged person need get less in total unless his 
State so decides, as it can now. That State could decide under the 
system in effect today. In addition, millions not now receiving bene 
fits would get payments directly from the Federal Government. 

Second, the argument is advanced that the payment of benefits to 
the present unprotected aged and orphans would weaken or destroy 
the sound OASI insurance system. This argument confuses social 
security and sound insurance. Because it is a social purpose program, 
millions of beneficiaries, all of today’s protected aged, will receive in 
benefits perhaps 50 times the amount they paid for. Also, the reserve 
has less than 10 percent of the more than $200 billion it would have if 
it was to meet the requirements of commercial insurance. OASI 
taxes have barely covered the cost of OASI’s life insurance, leaving 
nothing for their retirement benefits being received by the currently 
covered aged. 

Third, the argument is advanced that benefits would be paid to 
millions who had made no contribution to the system, that the insur 
ance fund was being raided. 

The answer, of course, as you gentlemen know, is that virtually all 
of the present millions of present OASI beneficiaries have also paid 
little more than token tax contributions. Just as an example of 
which there are many, the total social-security tax paid by an indi- 
vidual, or his employer, now eligible for the minimum benefit is be 
tween $6 and $100. That is the maximum that he would pay. The 
benefits to him and his wife, based on normal life expectancy, will 
total about $6,500. The real cost of his benefits are being paid by other 
OASI taxpayers. 

Fourth, that there would be increasing sone for financing the 
system out of general revenue rather than from payroll taxes. 

It must be recognized that this pressure has always been with us, 
it has come from those who look upon social security as a Government 
handout. These arguments will continue to be heard no matter what 
is done about OASI and can be expected to intensify in depressed 
economic periods. They are not sound arguments. R: soil they are 
emotional, irrational] approaches to social security, and have been con 
sistently rejected by the Congress. 

Fifth, another argument against blanketing in the present unpro 
tected aged and orphans says that this would have the effect of weak- 
ening the good (OASIT) for tne bad (OAA). 

We agree that the Federal old-age grants program should be re 
placed by OASI. The chamber does not recommend that the two 
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systems be combined, but that the Federal old-age grants progran 
be terminated and that OASI be now matured to its ultimate purpose, 
the protection of all of the Nation’s aged. 

A matured Federal old-age and survivor insurance program, 
universal coverage program, can immediately and equitably assume 
the full share of the old-age dependency problem this Federal syste 
was intended to assume eventually. Only thus can there be grou) 
equity among all covered groups. We can, with a matured OASI 
program, accomplish today what we originally set out to accomplis! 
tomorrow, 

Such a matured, public purpose program requires universal support 
for its successful operation. Even though two of the proposals ew 
rently before the committee do not mature the program, all of then 
would require payment of taxes by nearly everyone to sup ~ the 
system. In this respect, they differ only in the degree to which they 
achieve universal tax coverage. 

In addition, the administration and the Dingell bills would 
broaden the taxable wage base, the first one to $4,200, and the othe 
to $6,000, and create new extra benefits substantially above the pro 
posed $98.50 or $99 maximum. 

Both bills would liberalize the old-age benefits, in the highei 
brackets much more than did the 1952 amendments. We feel that, 
inmeasured against the purpos e of the act, any increases are better justi 
fied in the minimum, rather than in the maximum, benefits. We see 
no justification in creating extra benefits for the $4,200 per year man 
or the $6,000 per year man. 

Is the purpose of the proposed broadening of the social security 
annual wage base to increase OASI taxes or to give protection to 
above-average people / Justification based on OASI purpose vould 
rather be for increa ising the system's minimum protection and ex 
tending it to the present unprotected, We, therefore, recommend 
that the minimum benefit be raised and that the present formula be 
retained for determining benefits above the minimum. 

In order to meet the limits of a brief appearance and statement, 
we have added a supplemental statement which covers other aspects 
of the pending legislation. Our omission of attempts in this state 
ment to evaluate more fully many proposed changes does not indicate 
that we feel they are unimportant. They are all important and some 
are vitally important. 

And, fin: ally, not one among you needs reminding that in programs 
where government aids its citizens there is no turning back. His 
tory records not a See instance of a dictator, a democracy, or a 
plutocratic government substantially reducing such programs 
successfully. 

rherefore, I sincerely hope that your committee and the Congress, 
with the divine guidance so necessary, will arrive at a sound solution 
to these grave problems, not for my sake or for yours, but as the 
basis of a sound economic and political system for pesterity. 

The Cramman. Thank you, Mr. Marshall, for your very compre- 
hensive statement. Mr. Kean will inquire. 

Mr. Kean. Mr. Marshall, of course your proposal would shift the 
burden from a progressive income tax to a payroll tax for those 
people now on the old-age assistance rolls. 
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Mr. Marsnauc. 1 think, Congressman, if you assume that all of 
the general revenues for which we provide for old-age assistance are 
provided by a progressive income tax, to that extent you are right. 
On the other hand—— 

Mr. Kean. It would take the cost of support away from the « 
porations and away from the higher income gro ip, ad shift 
the lower-income group. 

Mr. MarsHaus. Of course, you must remember that corporat ons 
share in the payroll tax im this th 
that there are, as I pointed out in my statement, n llions of people 
who have made little or no tax participation to the system who are 


yr and, also, you must remembe1 


already being supported by that payroll tax. In other words, we 
ire here trying to differentiate between a fellow who has pa d S6 


nto the SV stem and IS getting SO5D00 out of it, ar al the fellow who 
has paid nothing into the svstem ind is getting SGOH00 out of it. Phe 
distinction is a little too fine for me to make. 

The Charman. Are there any other qu stions ¢ If not, we th ink 
you, sir, very much. 

The next witness is Mr. A. R. Findley. Mr. Findley is vice preside) t 
of the Wieboldt Stores, representing the National Retail Dry Croods 
Association. 

Mr. Findley, we are glad to have you here 


STATEMENT OF A. R. FINDLEY, VICE PRESIDENT AND TREASURER 
OF WIEBOLDT STORES, INC., CHICAGO, ILL., REPRESENTING THE 
NATIONAL RETAIL DRY GOODS ASSOCIATION 


Mr. Finptey. Thank you, Mr. Chairman. I am not going to read 
the first part of my prepared statement in the form in which it is be 
fore you. I will come to it later and IT will tell you when I do. 

My name is A. R. Findley and you have before you a copy of mv 
prepared statement, which I ask permission to file for insertion 1 the 
record of these hearings. 

The CuairnMan. Without objection, it is so ordered. 

(The statement is as follows:) 


STATEMENT OF A. R. FINDLEY FOR THE NATIONAL RETAIL Dry ooDS ASSOCIA 


My name is A. R. Findley. I am vice president and treasurer of Wieboldt 
Stores, Inc., which operates six retail department stores in the metropolitan 
area of Chicago, Ill. [ appear today to represent and speak for the Nationa 
Retail Dry Goods Association, an association of over 7,000 retail department 
stores and specialty stores located in all seetions of the country 

The policies of the association in the field of social security have been estab 
lished by the board of directors which includes one or more members from every 
State in the Union, from Hawaii, and from the District of Columbia. Certain of 
those policies which might be considered as controversial were adopted after 
distribution to all members of a series of bulletins setting forth the policies as 
proposed and the arguments for and against their adoptio These policies in 
the field of social security are in substantial agreement with those adopted by 
the Chamber of Commerce of the United States. I have read the prepared state 
ment filed with your committee by A. ID. Marshall on behalf of the Chamber of 
Commerce of the United States I personally endorse that statement in its 
entirety and wish to state that it is in agreement with the National Retail Dry 
Goods Association’s policies on social security. There are two or three items 
which were touched upon in Mr. Marshall's statement which I now | 
discuss in more detail 
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In spite of its name, old-age and survivors insurance is not now and neve) 
Was true insurance. This can be easily determined by consideration of thy 
following facts: 

1. There is little, if any, relationship between the taxes or contributions paid 
(premiums, if you wish) and the value of the benefits received by participants 

2. The so-called “reserve fund” is a farce, if we try to justify it on the bas 
of its being a reserve fund. The total amount (some $19 billion) in the reserve 
fund, plus all of the interest which will be earned in the interium by the securities 
now in that fund, is not sufficient to pay the benefits which will be paid in th 
future, assuming normal actuarial factors, to those who have already retired 
and who are now receiving benefits. What then has happened to the payment 
which have been made into the reserve fund by and on behalf of the millions of 
covered employees who are still working? The amounts which they paid into 
the reserve fund are already either expended or committed for, and those who 
have already retired have prior claim thereon. Does that mean that those who 
are now paying into the fund will not receive benefits? By no means. They 
in turn will receive benefits out of the contributions to be made in the futures 
by those who are then actually employed. 

8. Those who are now paying into the old-age and survivors insurance systen 
in anticipation of receiving benefits in the future do not have a social-security 
insurance policy nor will they ever receive one from the Federal Government 
Policies are issued to veterans covering their national service life insurance 
The rights of veterans are clearly set forth in their policies and those rights 
are not subject to change. On the other hand, benefits payable to participant 
in the old-age and survivors insurance system are statutory in nature 
may be increased or decreased, or might be even eliminated entirely, by any 
future Congress 

The fact that old-age and survivors insurance is not true insurance does not 
mean that we in the National Retail Dry Goods Association are not in favor o 
the system. On the contrary, we recognize that it has many good features and 
is here to stay Old-age and survivors insurance should, however, be rec 
nized for that which it is—a method of taxation for a laudable social purpose 
Those now working make payments or contributions which are used to pay 
benefits to certain individuals who have retired. The workers who are now 
making these contributions, including at least a part of the self-employed, expect 
that they in turn will receive benefits in the future, after they have retired, fror 
the contributions of those who will then be working. This plan is perfectly 
plausible, entirely feasible, and clearly workable, and its soundness can be 
achieved by making two major changes therein : 

(1) The tax coverage should be extended to all presently employed workers 
including all of the self-employed. The measure before you nearly accomplishe 
this change and you might give consideration to covering the remaining workers 

(2) Retirement benefits should be extended to cover all of the presently retired 
aged 

Universal tax coverage without universal benefit coverage makes for inequita 
ble and capricious operation of the benefit provisions and is inconsistent wit 
the social purpose of the program. 

We in the National Retail Dry Goods Association have long argued that old 
age and survivors insurance should be extended promptly to cover all worker 
and all of the self-employed We recognize that there are many problems 
volved, including that of integrating into the old-age and survivors insurances 
system those who are also paying into other retirement plans, especially thos 
who are paying into other Government retirement plans. These problems, how 


} 


ever, are not insurmountable and certainly if we are going to maintain so 
tensive a svstem for the payment of social benefits to a part of the population 
there is every reason why it should be extended to cover all of the people 


Che extension of coverage provided for in the proposed measure is, as we h: 
aid ul as far as it goes It still leaves certain employments which are 
covered and does not cover all of the self-employed Your Consideration might 
he extended to making tax coverage complete. Surely there is some way that 


be devised of extending this social system to all If it were a true insurance 
system, such as the national service life insurance, there might be justification 
in limiting participation and payment of premiums to that portion of the popu 
lance whit can be easily integrated into the system. But, as stated previously 
it is not an insurance system: it is a system of levying taxes for a social purpose 


and there can be no justification for leaving out any part of the citizens of tl 
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country. If we are going to tax or exact contributions from those who are now 
employed, either employed by others or self-employed, in order to pay benefits 
of those who have retired, then those benefits should be payable to everyone who 
has retired irrespective of whether or not they happen to have worked in covered 
employment or happen to have worked a specified number of quarters. The dis 
crimination which now exists cannot be justified under any theory if e but 
ealize that old-age and survivors insurance, like education, is a public program 
designed and intended to meet a public purpose. 

Mr. Finptey. With this statement before you, it is sufficient to say 
that I am appearing today to represent and speak for the National 
Retail Dry Goods Association. The member stores of this associa 
tion do a combined retail business which is estimated at around 


1 


S1144 billion annually. ‘I he policies of the association mn the held 
of social security as they have been determined by the board of di 

rectors of the association are in substantial agreement with those 
adopted by the Chamber of Commerce of the United States. I there 

fore endorse the statement. as filed with this committee by the preced- 
ing speaker, Mr. Marshall, and it is natural to expect that many of the 
arguments that we present will be very similar and in some cases they 
may be almost identical. 

We should be able to clear up a lot of controversy about the old-age 
and survivors insurance system, if we could agree that the so-called 
reserve fund is not a true reserve fund in the actuarial sense. I per 
sonally have been paying into this fund for 17 years, as well as in the 
same way that millions of other individuals have been paying into it. 
I want to say that our money is good. So is the money heretofor 
paid in by every other participant in the system who has not already 
retired. 

I am not referring to the fact that the excess funds have been with 
drawn for other governmental purposes and replaced with goverr 
mental obligations. For the purpose of this discussion, we will assume 
that those obligations of the Government or the bonds are the equiva 
lent of cash, but I do refer to the fact that the total amount in the re 
serve fund, some $19 billion at this time, plus all of the interest that 
will be earned in the interim by the securities now in that fund, is not 
sufficient to pay the benefits which must be paid in the future, assum 
ing normal actuarial factors, to those who are now receiving benefits 

In short, all amounts received in the fund to date are already either 
expended or committed, and those who have already retired have the 
prior claim thereto. 

From where then will we who have not yet retired receive our bene 
fits ’ 

As Mr. Marshall said, we are going to receive them out of the cor 
tributions which will be made at that time by those who are then wall 
fully emp loved. Str: angely enough, this arrangement under which 
those who are retired must look for retirement benefits to those then 
working, is perfectly plausible and entirely feasible and clearly work 
able, and ean be made sound by making two m 1101 changes in trie 
program: First, the tax coverage should be extended to all presently 
employed workers including all of the self -emp love d. Second, retire 
ment benefits should immediately be extended to cover all of the pres 
ently retired aged who are not already covered by other Governme 
retirement plans. 

[think we might adda third, although it is a collateral change rathe1 
than an actual change in the OAST system, and that is that the Federal] 
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Government should at the same time vet completely out of old ave 
assistance and leave that field to the States. 

Now, old age and survivors insurance in spite of its hame is not an 
insurance system. It is a system of levying taxes for a laudable social 
purpose. Now, 1n any system with plans as broad as this, there car 
be no justification for leaving out any part of the citizens of this 
country. Universal education is also a public program wherein taxe 
ire levied on all citizens generally to filla broad and a public purpose 

No group is excused from pay ing taxes for the support of our edu 
cational system. We do not excuse those who are not married, or thos« 
without children, nor do we excuse those whose children attend private 
parochial schools. We do not excuse lawyers or doctors as we hav: 
heen doing under OASTI. Nor do we make the payment of educational 
taxes optional in the case of ministers or employees of nonprofit insti 
tutions, 

In like manner, the public purpose of OASI warrants the collection 
of contributions or taxes from everyone. 

Turning to page 5 of the prepared statement, let us turn to one class 
of those who are now about to be included for the first time under the 
provisions of title IT of H. R. 7199. This, as Mr. Marshall has done, 
let us consider the case of the farmers who are the |: argest of the groups 

to be newly covered. T would like to expand on that a little more than 
Mr. Marshall has perhaps but no provision is made in this act, if I read 
it correctly, to pay benefits to those farmers who are past 65 years of 
age who have already retired. Yet, we are asking these young farmers 
to pay into the system. On what basis is this request being made? It 
is on the promise or expectation that they themselves will receive 
benefits in ~ future. 

Now, these benefits which they will receive in the future will not be 
paid out of any accumu: ation in the reserve fund occ asioned by thei ll 
own contributions. Their contributions are going to be used to pay 
bene fits : and possib ly incre ased bene fits to those alre: ady re tired. And 
those already retired do not include any farmers. These farmers 
who are now working will themselves look for their benefits to all of 
those who are working at and after the time of their retirement. 

Under the provisions of H. R. 7199 these newly covered farmers 
will come in the system at a 3-percent tax rate, whereas those who 
were originally included in the system came in at a 1-percent rate. 
For the purpose of this comparison, we are going to ignore payments 
made into the so-called reserve fund by the employers of those initially 
covered, I have previously pointed out that those payments have 
been either actually paid out as benefits or pledged to cover the bene 
ose ee payable, to those already retired. During the first 5 
vears, the taxes paid by these newly covered farmers will amount to 
15 ae reent of their average yearly covered earnings which is almost 
the equiv: alent of the taxes paid by the initially covered groups on 
their average yearly covered earnings from 1937 through 1952 

In 1942, after 5 years of coverage, the initial group had about one 
beneficiary to each 77 old-age and survivors insurance tax-paying 
participants. Presumably, a somewhat similar ratio would be experi 
enced in 1960 by groups newly covered this year. 

In contrast, old-age and survivors insurance presently has one bene- 
iciary for every 11 or 12 tax-paying participants and, with no exten- 
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by these employers on which the prices have been so increased has to 
that extent paid into the system, and that applies to all of the present 
retired age di including those who are not receiving benefits under the 
system. 

Furthermore, when one considers that the present recipients of bene 
fits, and their employers, have paid, on the average, no more than 5 o1 
6 cents on the dollar of the actual value of their benefits, and when it is 
further considered that many have secured annuity Insurance values 
amounting to several thousands of dollars through the payments of 
less than S10, the div iding line bet ween those who have paid some taxes 
and those who had never had the opportunity of paying such taxe 
seems very tenuous indeed. 

You will recall that up until the time the self-employed were brought 
in, the employers were paying one-half that went in. If that one-half 
has been passed on to people generally, it just naturally follows that 
ever ybody has paid into the system whether they wished to or not 

The OASI Act now provides for maximum benefits of $85 per month 
to a retired individual. The maximum taxes paid by any such indi 
vidual since 1937 would be equivalent to the premiums on annuity of 
about $15 per month. The cost to other t: xpeye rs thus is around $70 
per month. That is for this person receiving the maximum. 

Now, if we can justify a gitt, and that is what it is, of up to $70 pel 
month for those now receiv g benefits, how can we » possib ly de ny at 
least minimum benefits t ite wikised unprotected aged who have f: ailed 
to qualify bes ause they were born too soon, or wor ked In the wrong 
kind of employment, or because of some other capricious provision of 
the present act ¢ 

If we had time, we « ould present alternate proposals as to the pel 
missible outside earnings, the levels of benefit payments, the earnings 
base, et cetera. But these questions all fade into insignificance whe 
we consider the dangerous impact on the future economy of this 
Nation which our present policies impose. 

We are in grave danger of overpromising to those individuals who 
are fortunate enough to qualify for benefits while we at the same time 
deny benefits to others equally entitled to receive those benefits. You 
should continually bear in mind that actuarial tables indicate that. not 
too many years hence, there will be 1 person over 65 years of age 
for each 4 workers. If 20 percent of those over 65 continue to work. 
the ratio will be 1 retired to 5 workers. This means that each 5 
workers with average income must then support 1 retired person who 
is entitled to receive ave rage benefits. 

You can juggle the tax rates and the benefit formulae as you wish, 
but that will be the result. Rather than increase benefits further at 
this time, we would urge that you mature the program by now ex 
tending be nefits to all presently retired unprotected aged and then 
place the program on a true pay-as-you-go Sisie wherein the benefit 
payments in any year approximately equal the contributions. Only in 
this ws Ly can sanity be restored to the system. 

I should like to make, if my time has not run out, two brief addi 
tional observations. With 1 and possibly 2 exceptions, the policies 
as adopted by the N I yation: al Ret: ail Dry (soods Associ: ition in this field 
are in agreement with H. R. 6863, as introduced by Congressman Carl 


Curtis. 
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We are not pre pared to accept the minimum primary benefit of $45 
per month provided in that bill, er r it should be $30 as provided 

H. R. 7199, or $35 as in H. R. 6034 introduced by Congressma 
Dingell, or $40 or $45, should be ine by l consideration. It s| ould 
be just large enough to permit the Federal Government to withdra 
from old-age assistance without putting too oo a burden o1 
State which has done a reasonable job in controlling the old-age ass 


ance program. 

My second additional obs rvation is in the ‘ : ita quotat ol 
The Senate Finance Committee in its report 01 1e 1950 amendment 
stated, and I quote: 


Publie assistance can be reduced to a minimum on 
their needs met through some other program. It is 
those who wil! retire in the future. We believe that 
income to those who have already retired and who are 
should be studied further. 

That is the end of the quotation. Apparently, this committee had the 
same general idea when it appointed the subcommittee of which Mr. 
Curtis ischairman. I understand that this study has been ¢ ompleted. 
I have not had access to the information so ass mbled nor to the 
conclusions. 

I would res pect fully suggest, however, that pe rhaps this committee 
s now in position to solve these prob lems and place old-age and 
survivors insurance as well as old-age assistance on a permanent basis. 

I thank you very kindly. 

The CuatrmMan. We thank you very much for your appearance, Mr. 
Findley. 

Are there any questions? 

Mr. Hotmes. Mr. Findley, I was not here for your entire statement, 
but I paid very close attention to your emphasis upon the amount of 
contribution versus the amount of benefit received. 

This is my question: Do you know of any actuarial system that has 
ever been worked out where the benefits rec eived by anyone in a plan 
always correspond d to the contributions made / 

Mr. Finpiey. If you are speaking of any individual, I do not think 
we would any more than we would in any other system that has a so 
cial purpose, such as this one has. 

Now a in total. the thine can be done. In othe: words we can use the 
present reserve fund as a cushioning effect and the thing can be so 
regulated that the income pal | in by those contribut ng in any year 
will approximately equal the benefits being paid. 

Mr. Hotmes. | appreciate that, and we always have to have that 
buffer in the reserve fund. But would it be any different in the OASI 
fund, in principal, than it would be in a private acturial system or 
fund ? 

Mr. Finney. On the average, if we get this system mi itured, on the 
average the individual that works a lifetime and pays in during his 
lifetime will approximately, and I am talking about the average ii 
dividual, he will approximately purchase the average value of 
benefits being paid. 

Mr. Hoitmes. That will be true with OASI, too? 

Mr. Finptey. Under the prese nt system. 

Mr. Houmes. Until you make your new starts, then you will have 
to have a buffer in your trust fund to take care of the new starts 
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going to be able to solve the proble m by hypotl etl ally just covering 
everybody all at once or by going through installments of taking new 

arts in different segments of society. You will always have that 
problem, 

I think that the OAST is one of the soundest approat hes we have for 
the handling of the senior citizens of this cow try. lam ve ry mucl 
aware of it, and | supported this soc l-secul y legislation righ 
straight down the line, and I am now, and I am for expanding the 
coverage. 

But I cannot get the difference in what you were saying in your 
statement that you would not have that problem whether you went 
into it in mass or Went In in seoments. 

You still have portions of the same problem when any new starts 
are made in any system. I may be wrong. 

Mr. Finpuey. I cannot quite agree with that, if we put everybody 
into the system and if we also start at the same time paying benefits 
to all of those who have now retired and are not engaged in work. 


It seems to me then we have the money coming In and we are taking 
care of oul aged Ith OX tly Lie Same Way we expect oul children to tak 
care of us later. 

Mr. Houimes. Just one other point, and I do not want to belabor 
this. 

Suppose we took in 50 million people tomorrow, 1n a hy othetical 
case. Would you not reason out in that 50 million people that the 
older end of that 50 million in years of age would begin drawing o1 
that trust fund faster than the buildup of the youth that is comi 
in, in that 50 million? Vital statistics will prove that they will. 

Mr. Finpiey. | will agree with you to this extent: I have pointed 
out in my presentation that we will ultimately have, we will ay, 
about five workers for each person that has retired. And those five 
workers must support that person. 

Now, at the present time, it is not 5 to 1; and it may be 7 tol. If 
that is the point you have in mind, yes, that is true. We are going to 
have that kind of a shift, as they get older. And as they get older, 
tewer people are E 


r 


Fou 


1g to have to support that person. But we are 


going to have that irrespective of whether we go on now and keep 


raising our benelits as we have been doing in 1950, 1952, and perhaps 
in 1954. 

Some day we are going to get this thing so high that those five people 
are not going to be able or are not going to stand for the support that 
they are going to have to give that person. 

Mr. Houtmes. There may be an argument along that line. 

The point | am trying to pin down is that when vou move into 
coverage of people, and the mass of people that you are moving into 
are growing older rapidly, very much so, with increased longevity in 
this country, you will have the same problem, whether you go in in 
mass or whether you oO In in segments, In relat ion to W ho W ill be draw- 
ing the heaviest on the trust fund early in their career in the trust 
fund. 

Mr. FINDLEY. Well, the fact that we are rong to have more older 
people as time goes on probably means that the rates will have to go 
higher as years go along. ‘That is because we will have to certainly if 
we are going to support them in the same way because we are 


ong 


Oo 
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to have more of them to support for the number of workers we have 
The CHarrmMan. Does that conclude your statement ? 
We thank you very much for your appearance. 
The next witness is Mr. Edgerton Hart, r presenting the Conferences 
of State Manufacturers’ Associations. 
Weare glad to have you here, Mr. Hart. 


STATEMENT OF EDGERTON HART, SECRETARY OF THE ILLINOIS 
MANUFACTURERS’ ASSOCIATION, CHICAGO, ILL., REPRESE reese 
THE CONFERENCE OF STATE MANUFACTURERS’ ASSOCIATIONS 


Mr. Harr. My name is hier: rerton et) I am secretary of th 
Illinois Man salaacened Association of C] ‘ago. | ippear here tod 
n behalf of that orga nization as well a Gad ‘onterence of State Mam 
facturers’ Associations. 

My statement represents the views of 27 statewide manufacturin: 
associations who in turn represent appt oximatel 10,000 industria 
employers located in the various parts ot those States. 

The CHarrMan. You would like to have your statement in the re 
ord in full, would you not ? 

Mr. Harr. was ]ust cong tO Say that I would like to do that 


» ] 4 } 1 
VOour perm lon. | ul derstand that you want to clear the 


way today. Lam perfectly agreeable to filing the statement. 


then ms uke a few comments which will take about 2 minutes or so. 

The CrarrMan. I was not trying to foreclose you from making 
statement. But I thought you would not want to read the long list o 
members. 

Mr. Harr. No. I would like to file that. 

The CnuarrMan. Without objection, you may file the statement after 
you conclude your comments. 

Mr. Harr. And so without reading the entire statement which out 
lines our viev ws in some detail, l wouk | like to ma ke just one or two 
general comments about the thinking of this Conference of State 
Manufacturers’ Associations, as well asthe IMA. 

Fundamentally this group of associations feels that the present 
financial arrangements of the social security program are unsound 
We — over the record of the social security program since its incep 
tion back in the late thirties and find that over that pe riod of time 
some $23 billion has been collected in taxes from the covered employees 
of the country, with also funds being contributed by the employers. 
During that period some $5 billion has been paid out in benefits with 
t balance ostensibly of $18 billion in the trust fund. 

It concerns our group that this $18 billion, which I believe the 
public generally feels is available to take care of the obligations of 
the social security program, is not truly available, and that as the 
pressure of adk lition al benefits grows additional taxes will have to be 
collected to meet those obligations. 

Our group feels it is rather apparent that the extension of coverage 

this time, and the addition of other benefits to the program, would 
be somewhat like adding additional stories to a jerry-built house with 
weak and unsound foundations. The group feels that this is rd basi 

problem that confronts the Congress in dealing with this matt 
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members of State and local retirement systems on a voluntary group basis 
clergymen on a voluntary group basis, and several smaller groups. 

We believe that hasty action to attain universal coverage should be avoided 
particularly since permanent financial stability of the program, on the basis of 
present coverage, is questionable. Moreover, we submit that this proposed sub 
stantial extension of coverage is calculated to accelerate the trend toward making 


the whole social-security program a vast political football. 


PERMISSIBLE OUTSIDE EARNINGS 


Under the administration proposal the first $1,000 of a beneficiary’s annua 
earnings would be exempt under the retirement test. For amounts earned above 
$1,000, only 1 month’s benefit would be deducted for each $80 earned 

We disapprove this proposal as submitted. However, it is recognized that it 
is unsound to cut off all benefits when a beneficiary earns $75 in a month. In 
many cases his monthly benefit amount may be considerably above $75. W 
recommend that some method of partial benefits be adopted, based on either 
monthly or a yearly computation. 


BENEFITS 


The administration contends that current benefit payments are too low and that 
both present and future payments should be increased. 

H. R. 7199 would increase minimum primary benefits from $25 to $380 and 
maximum family benefits from $168.75 to $190. 

The comments above regarding hasty action in extension of coverage 

ew of the questionable permanent financial stability of the program 
also pertinent with respect to benefit increases. The basic minimum s 
sistence concept should be retained. Benefit amounts in the light of program 
objectives should be periodically reappraised. 


ASE FOR BENEFIT COMPUTATION 


It is contended that the current earnings base of $3,600 annually is too low 
and should be in ased to $4,200 

The present iw provides that a payroll tax of 2 percent is paid by 
employer and employee on the first $3,600 of a worker's yearly wages. Origi 
nally, the tax was 1 percent on the first $3,000 The base was later increased 
to $5,600 and on January 1, 1954, the tax was increased from 114 to 2 percent 

The basic purpose of a Federal l-age pension program should be to provid 
a minimum layer of protection The increase in the tax basis would have 
the effect, primarily, of enlarging the benefits payable to people with larger 
ncomes. We believe this itrary to the proper objectives of the program 
We submit that instead of extending the Federal program into this area, the 
Government should encourage individual responsibility in every appropriate 
way, including holding Federal taxes to a minimum. 


EMPLOYMENT RECORD FOR BENEFIT COMPUTATION 


The administration proposes that in the computation of a worker’s average 
monthly wage—for the purpose of ariving at a benefit figure—the 4 lowest 
years of earnings should be eliminated 


We believe that this proposal is unwise Under this proposal a beneficiary 
who had only a few years of coverage could receive an abnormally high bene 
fit amount, out of proportion to his normal average monthly earnings. Some 
measure of liberalization, such as elimination of 4 years of earnings of long 
term coverage or 25 percent of the years covered, whichever is less, would not 
be opposed. 


BENEFIT RIGHTS OF DISABLED PERSONS 


H. R. 7199 recommends that those persons with a substantial work record 


in covered employment and who become totally disabled would have retire 
ment and survivorship protection frozen as of the date of disability, and the 
period of disability would not be considered in computing their average monthly 
wage. 

We approve this recommendation, providing the beneficiary has at least 
40 quarters of coverage. 
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of unemployment among 
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What is needed is a plan 
to earn adequate additional inco 
that might lead to increased u 

Such a solution is emb 
gradual retirement, 4 
tested in our own Col 


that the social-seecurity law be 


instead of the amount of mone 
or part of his | 


First, it provides him wit 
that in most cases is ess 
the growing nu 

65 are fi it 

In the sec 
as valuable « 
eficial to their 

Third, gradual retiremen 
equipped to do, and at 
the man of trained ab ; 
depressing than working at a job at which he ¢: 
experience, and he feels robbed of years that « 
happy. 

To industry, the advantages of a gradual retirement plan are equally si 
nificant. At a time when manufacturers are deeply concerne ‘r the scarcity 
of skilled workers, retaining older men on a shorter working d preserves in 
the labor pool skilled men who would otherwise not be ava 
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A further advantage is the usefulness of these older men in the training 
their younger colleagues. There is no better way to train your mechanics al 
other skilled workers than alongside skilled, experienced veterans 

In industries that employ a high percentage of technically trained men 
skilled workers, men seldom reach their peak, and are almost never past thei 
peak when they reach middle age. Although this may be the age of youth, the 
is one invaluable asset youth can never possess—and that is the skill 1 
only with experience Of course, age does take its toll, and as men gro 
they can no longer stand the pace for an S-hour day sut the solution is not t 
throw away their skills, but to change the pace by shortening the hours. 

Within these men of older age are unduplicated assets and values that 
have bought at the price of age. Yet the very element which makes them 
valuable is the very thing that ends their productive lives 

The plan applies equally to business and professional people over 65 who fi 


them to live on. No longer woul 


that their retirement income is insufficient for 
it be necessary for teachers, lawyers, salesmen, accountants, and other similal 


trained to accept menial, unsatisfying jobs to piece out livelihood. They cou 


work at what they know best, and return to the pursuit of the kind of happine 


they had hoped to find in the etirement vears 

Phe Cuarmman. The next witness is Mr. Charles A. Davis, president 
of the Council of State Emplovees of New Jersey. 

We are glad to have vou here. Mr. Davis. 


STATEMENT OF CHARLES A. DAVIS, PRESIDENT OF THE COUNCII 
OF STATE EMPLOYEES OF THE STATE OF NEW JERSEY (ACCOM 
PANIED BY CLINTON LESLIE, EDITOR OF SPOTLIGHTER, THE 
PUBLICATION OF THE STATE ASSOCIATION) 


Mr. Davis. I am president of the Council of State Employees of 
New Jersey. My colleague is Clinton Leslie, editor of our paper, who 
has worked closely with the State administration oh a program ol 
integrated pensiol SO ial security. Ay ad he will be able to answer any 
questions should they arise 

In behalf of the State elployee of New Jersey, we want to thank 
Chairman Daniel A. Reed and the members of the conmiittee for pel 
mitting us to present a statement regarding H. R. 7199. 

We would also like to thank the distinguished member of the com 
mittee from New Jersey. the Honorable Robert W. Kean. Jr.. who has 
met with committees from our organization on this question and has 
spoken before our membe1 ship at public meetings. 

We are offi ially representing the Council of State Einple yees ol 
New Jersey, an organization which embraces in its membership. 
representatives of all State employee groups, as distinguished from 
county and municipal employees. 

It is not limited to civil-service employees, but includes such no 
civil-service workers as the teachers and other employees of the State 
University and of the State teachers Colleges. and employees of 
boards and commissions. Many of these are among our active mem 
bers and leaders. 

We are here to support in principle H. R. 7199, and to urge its adop 
tion. Our part icular concern is the extension of social-security cover 
age to include State employees whether or not the positions they hold 
are eligible for coverage under pension funds already established. 

We are also concerned that no crippling amendments to the bill be 
added which might make difficult or impossible the inclusion of inter- 


ested groups. 





SOCIAL SECURITY { AMENDMENTS 
Such amendments have been urged and oflicially publicized by offi- 
cials of certain organizations, that now profess to favor social-secu 
rity coverage, because of the wide demand for it from among their 
membership, but who appear to be in fact opposed to it, since the 
amendments they propose would rence adoption of coverage fo! 


members of existing pension plans virtually impossible. 

Just a word about the authority of our organization to spe ik for 
employees on this subject : 

lor more than 2 years the neil has olidly in favor of social 
security coverage for all State employees, whether or not they were 
eligible for enrollment in some other pension fund. That position was 
expressed by vote of every chapter of the co incil and by statewide 

iF 


iction taken at the last two State conventions meeting at the Stats 
iniversitv in New Brunswick. 

The stand of the council won widespread ch} proval WMnong all groups 

For several years opposition to social-security coverage for publi 
employees was expressed In strong and uncompromising terms by 
eaders of the Civil Service Association of New Jersey, which includes 
municipal, county, and State civil-service employees in its member- 
ship. During the past year, however, these leaders have had to re 
verse their stand and give p iblie approval to social-sec urity coverage 
Chis reversal was made necessary by the widespread and steadily in 
creasing demand for such coverage by the rank and file membership of 
their organization. 

We fee] sure, therefore, that we are in fact speak ng for the over- 
whelming majority of State employees, and probal ly of all public 
employees in New Jersey, when we ask you to pass favorably on this 
bill. 

Following are some of the reasons why we favor the extension of 
social security coverage for official employees. 

# We believe the value of SOC] il security has bee amply proven for 
those already covered. 

%. As taxpayers and consume! of goods produ ( d DY the employers 
who pay into the fund, we are helping to pay for social security 
whether or not we are covered. 

3. We believe that, as pi blie employees, we and our families are 
entitled to the same protection offered by social security that is ex- 
tended to workers in private industry. 

4, Most pension plans now in force give inadequate pension and 
family protection for State employees. 

5. In New Jersey, a very fine integrated pension-social-security plar 
has been prepared by the administration and its submission to the 
legislature is awaiting action by Congress on this bill. 

What I say “by the administration” there, as you know we have had 
a recent change but that still stands. The study was started by the 
Driscoll] administration, and it has been accepted by the Minor admin- 
istration. 

I would like to give our stand on amendments: 

1. We believe with Congressman Kean that provisi« 
should be made LO include persons whose po itions are e 
covered by a pension fund but who are not themselves eligible, owing 
to age or some other reason. 

2. We would also favor a provision advocated by Congressman Ha 
rison A. Williams, Jr.. of New Jet sey, that would extend coverage t 


1 in the bill 
ligible to be 
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emplovees who are permanently and totally disabled prior 
we 65, if l hey are oth Tw ise lhigik 
With regard to the method of 
public employees, we wis! 
1 be ma 


pe | 


5 tly 
sible for 
many j let to ado} 1e plan, rie ol ld involve 


( ms by the emplove 


ll crea 
We have appended some figures regard r tl Wm 
plovee ] 1 ind ss | with that we will Co clude our report 
The CrrairMan. We will include those figures in your statement. 
(The figures are as follows:) 
i{pprorimate fiqures 
Total public employees in New Jersey (not including Federal employees) , 000 
Number now eligible for coverage 25, 000 
Number actually covered 2 000 
Police and fire groups ! OOD 
‘Teachers pension and annuity grou 37, 000 
ry { O00 
(MyM) 
000 


OOO 


y l-security coverage, and 
as favoring extension and it is estimated that 
ig +000 favor it 
employees now covered by unsound pension plans, 
5,000-—6,000. 
It is from this group the most strenuous objection to extension comes, appar- 
ently becanse of fear that extension will lead to loss of the benefits they are 
now promised. 


Mr. Kran. Mr. Davis, I note on this appendix that you talk about 
the police and fire groups. 
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Now, as you know, the administration bill definitely excludes police 
and fire groups. Do the police and fire groups of New Jersey wish to 
be included among the groups that can have a referendum? Are they 
among those now covered by special pension plans, who have expressed 
this desire ¢ And is it the firm desire of the elected officials of the po 
lice and fire groups that they would like to be included in the referen- 
dum / 

Mr. Lesurr. Our information on that comes from the Bureau of 
Pensions of the State of New Jersey, to whom that request was made. 

It of course is merely a tentative request. The indication is that 
no action will be taken on it. We mention it merely to show the atti 
tude of the public employees toward this integrated social-security 
pension plan. 

Mr. Kean. If the police and firemen groups do want to have 
modified, they ought to let me ki ow, 

Mr. Lesiie. I think that their interest in it coming into the plat 
has been stimulated by the new integrated plan which the State ad- 
ministration is proposing. 

Mr. Kean. But under the bill, as written, they just would not be 
able to come in. And the representatives of policemen and firemen, 
who have appeared before us, the national groups, have backed thx 
yrovision in the bill which would mean complete excl ision. 

Mr. Lesuiz. That is as we understand, sir. 

The CuamrmMan. We thank you very much for your appearance here 
and the information you have given the committee. 

Without objection, I will have inserted in the record a letter from 
Mr. Irving T. Gumb, vice president of the New Jersey State Cham 
ber of Commerce. 

(The letter is as follows:) 

NEW JERSEY STATE CHAMBER OF COMMERCE, 
Newark 2, N. J., April 13, 1954. 
Hon. DANIEL A. REED, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington 25, D. C. 

My Dear Mr. Reepv: Few matters which come before the House Ways and 
Means Committee have such widespread interest and impact as do the various 
proposals seeking to revise the old-age and survivors insurance program. In an 
nouncing a public hearing on these proposals, the committee has deemed it 
necessary to limit oral testimony to that presented by spokesmen representing 
national organizations; other organizations wishing to express their views on 
these proposals have heen asked to file statements with the committee. There 
fore, I respectfully request that the following statement be entered int« 
record on behalf of the New Jersey State Chamber of Commerce: 


I, OASI COVERAGI 


The New Jersey State Chamber of Commerce has consistently advocated prac 
tically universal coverage under the old-age and survivor’s insurance program 
Measures now before the House Ways and Means Committee would do much to 
achieve this goal by 

1. Extending OASI coverage to some 10 million persons presently 
cluded. 

2. Making coverage available to State and local government empl 
(except police and firemen) already covered by a retirement syste 
vided an election is held among the active members of any group t 
covered and two-thirds of those voting favor such coverage 

3. Eliminating the present exemption for farmers and self-employed 
fessional persons. 
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4. Narrowing the present exemption for domestics and farm workers 
elimination of the 24 days or more per quarter work record and retention 
the $50 or more earnings record per quarter. 

The New Jersey State Chamber of Commerce endorses each of the above 
proposals subject to the following conditions. With respect to the extension 
coverage to State and local government employees Wwe can See ho justifiable 
reason for exclusion of police and firemen. Nor do we believe that the Federa 
Government should deny State and local government units the power to decid 
the advisability of covering State and local goverume employees under OAS! 
Such denial is an unwarranted usurpation of home rule and could thwart 
desirable integration of State and local government retirement systems wit 
the old-age and survivor’s insurance program We submit that inclusion 
State and local government workers under OASE is a proper prerogative of tl 
governmental unit involved, rather than the groups of workers to be covered 
und recommend that such a provision be incorporated in any bill reported b 
the House Ways and Means Committee 


Il. OASL EARNINGS AS 


Proposals to expand the present OASI tax base, either by ra r the taxable 
earned income base from $5,600 to $4,200 or by v¥ing the employee OASI 


tax rate on the first $5,600 of unearned income, are, e believe, wholly un 


a 
warranted at this time Through 1955, annual income to the OAST trust fund 
1 


has exceeded annual disbursements by substantial amounts—-resulting in a fun 
balance of $18.6 billions as of November 1953. Despite rising benefit costs it 

expected that annual accretions to the fund will continue for some time as 

result of the OASI tax rate increases which became effective January 1, 1954 
For these reasons, the New Jersey State Chamber of Commerce urges retention 
of the present $3,600 OASI earnings base as a step toward realization of the 
principle that annual expenditures and supporting taxes should be appropriately 


balanced 


lif, BENEFIT INCREASES 


One measure now before the House Ways and Means Committee would 
raise the minimum primary OASI benefit from $25 to $45 per month without mak 
ing any adjustment in the current $85 per month maximum primary benefit or 
the $168.75 per month maximum family benefit \ second measure before the 
committee would increase the minimum monthly benefit from $25 to $30 while 
raising the maximum primary benefit from $85 to $108.50. Both proposals, we 
helieve, are objectionable: the tirst measure increases the minimum benefit by 80 
percent but would leave other primary amounts unchanged; the second measure 
would increase the minimum primary amount by an additional $5 per month 
while the maximum primary amount would be increased $23.50 per month 

lhe New Jersey State Chamber of Commerce recommends fair and equitable 
treatment for all claimants by 

1. Raising the minimum primary benefit from $25 to $30; increasing the 
maximum primary benefit from $85 to $90; establishing a maximum 
monthly family benefit of $180. 

2. Adjusting the benefits computation formula so as to yield a maximum 
primary benefit of $90 per month while retaining the present $3,600 annual 
earnings base. 

3. Providing a “new start” date applicable to the ten to eleven million 
workers now to be covered under the OASI program. Such a “new start” 
date—rather than providing for the drop out of “low earnings” years in 
computing the average monthly wage—-would place these workers in a 
position comparable to workers newly covered in 1950. And this would be 
accomplished without introducing a dangerous precedent which could fur- 
ther undermine the basic OASI principle that a claimant’s benefits should 
be related to wages earned in his entire period of covered employment 


IV. THE RETIREMENT TEST 


As President Eisenhower declared to Congress in his social security message 
of January 14, 1954 the “retirement test” in the OASI program discriminates 
in favor of self-employed persons as compared to wage earners. There is no 
good reason why a wage earner should be deprived of his OASI Venefits for any 
month in which he earns more than $75, while the selfemployed person is allowed 
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full year before » “retirement test $s applied 


to average his earnings over a 
The New Jersey State Chamber of Commerce heartily supports the Presi- 

dent’s recommendation that the first $1,000 of a beneficiary annual earn 

whether wages or self-employment income should I pt ur t t 

test, and that for amounts earned above $1,000 o1 

for each additional $80 earned 


It has been suggested that the increase in the OASI 
to 2 percent which became effective January 1, 1954 
New Jersey State Chamber of Comme 
percent tax rate for the immediate future. 

With respect to long-range fin 
State Chamber of Commerce he: 
revenues would always be app! 
which the tax rate would be 
so-called pay-as-you-go financing 


VI. OASI BENEFI'1 


It has been proposed that the benelits ol! 
record in covered elupioylWwent and W ho beco 
period be maintained at the amount he would | 
retired on the date his disability began 

The “freezing” of OASI insure 
administrative problems—a medical 
each case—but it would be a long ste ) 
program into a disability insurance ried 
could result in a plan of socialized medicine ‘or these re 
State Chamber of Commerce is opposed t “freezing’ 
status. 


VII. PAYMENT OF OASI BENEFITS TO TODAY'S PRES! 
PRESUMPTIVE WAGE RECORI 


The House Ways and Means Committee has been asked t onsider 
inclusion under the OASI program of some 5 million persons aged 65 } 
over who have no established wage record in employment covered by the OASI 
system. These present aged would be paid a flat minimum monthly benefit of 
$45 based solely on a presumptive wage record. 

While recognizing the desirable goal of this proposal—namely, the protection 
of all of today’s aged under a single program and the withdrawal of the Federa 
Government from the field of old-age assistance, the New Jersey State Chamber 
of Commerce is opposed to blanketing in on several counts First, the granting 
of a $45 monthly benefit on the basis of a presumptive wage record is contrary 
to the actual wage relationship principle on which the OASI program is founded 
Furthermore, raising the minimum benefit to $45 while retaining the present 
$85 maximum primary benefit would mean a reduction in the spread of benefits 
and a move toward a flat benefit amount—another inroad on the concept that 
benefits received should be directly related to wages earned 

For the reasons set forth above, the New Jersey State Chamber of Commerce 
is opposed to blanketing in today’s aged under the OASIT program However, 
our belief in the preservation of the earned-wage-base principle is matched by 
our conviction that all of the retired aged should be protected under a single 
program. In this connection, we urge the adoption of an effective plan for the 
gradual withdrawal of the Federal Government from old-age assistance wit 
a reasonable period of time. We submit that reconsideration of the blanketing 
in proposal shall be warranted if experience in the immediate future indicates 
that the anticipated contraction of the old-age-assistance program is not fort! 
eoming from these two factors: the planned withdrawal of the Federal Govern 
ment from that program and the proposed extensions of OASI coverage 


VIII. OASI TAX ON UNEARNED INCOME 


One measure now before the House Ways and Means Committee would impose 


a tax at the employee OASI tax rate on the first $8,600 adjusted gross income 
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of persons 65 or young rer unless the adjusted gross income is less than $400 
Such part of a taxpayer’s income which is subject to the OASI tax on wags 
railroad retirement taxes, or Federal civil service retirement deductions, 
exempt. 

On recommendation of its social-security committee, the New Jersey State 
Chamber of Commerce is opposed to this proposal. Not only would it have th 
effect of expanding the tax base, but it would be a step in the direction of 
financing the OASI program by an income tax. Furthermore, this proposa 
would introduce a serious inequity since those persons paying an OAST ta 
solely on unearned income could qualify only for a flat $45 monthly benefit 
upon reaching age 65. On the other hand, persons paying the same tax rate 
on an identical amount of earned income could qualify for the maximum OASI 
monthly benefit amount. 


APrit 13, 1954 
IX. PAYMENT OF OASI BENEFITS ABROAD 


As has been pointed out by the chairman of the House Ways and Means Sul 
committee on Social Security, a greater amount of OAST benefits in 1953 w 
paid to recipients living abroad than was paid in any 1 of 12 States in this 
country. Of concern, too, is the fact that under present law a person might 
work in this country long enough to establish sufficient wage credits for OASI 
benefits, go abroad, marry, and bequeath OASI survivor benefits to his foreign 
born wife and children. These are but two of the numerous shortcomings of 
the present OAST statute with respect to payment of OAST benefits abroad. 
A measure now before the House Ways and Means Committee would do much 
to remedy this situation by limiting payment of OAST benefits abroad to 
1. Persons receiving monthly benefits on their own wage records who 
either had 10 years (40 quarters of coverage; or had a year and a half 
(6 quarters) of coverage in the 13 quarters immediately before becoming 
eligible, or resided continuously in the United States for 3 years imme 
diately before becoming eligible; and 
2. Persons receiving monthly benefits as dependents, who lived con 
tinuously in the United States at least 3 years (or since birth) immediately 
before becoming eligible for benefits 
3. This measure also provides that no lump sum OASI benefit payments 
shall be made outside of the United States. 
The New Jersey State Chamber of Commerce endorses these proposals. 
Bnactment of the recommendations presented above would eliminate, we 
believe, numerous inequities in the old-age and survivors’ insurance program 
as it operates today and would be entirely in conformity with the basic purpose 
of this program—to previde a minimum floor of economic protection to all of 
this Nation’s aged under a single social insurance system. 
Sincerely yours, 
IrnvING T. GUMB, 
Executive Vice President 
The Crarmman. The next witness is Henry L. Bridges, auditor 
of the State of North Carolina, and Representative Cooley is ap- 
pearing with him. 
We are very much honored, sir, to have you here. 


STATEMENT OF HON. HAROLD D. COOLEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NORTH CAROLINA 


Mr. Coorry. Thank you. 

I take great pleasure in presenting to this committee a very dis- 
tinguished North Carolinian, duly elected representative of our State, 
Mr. Henry L. Bridges, the auditor of our State who has served with 
great distinction and great competence for many years. He has a 
problem which is very vital to certain people in North Carolina. I 
think that he can present his views in a very brief fashion. 

I hope that he will be given favorable consideration in the idea 
that he does want to present. 
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The CyHatrrmMan. I do not know of any higher indorsement 
could come to Mr. Bridges than the one you have oiven h hhh. 
Mr. Cootey. Thank you very much. 
Mr. Bridges will present his statement. 


STATEMENT OF HENRY L. BRIDGES, AUDITOR OF THE STATE OF 
NORTH CAROLINA, APPEARING ON BEHALF OF THE LAW EN- 
FORCEMENT OFFICERS OF NORTH CAROLINA 


Mr. Brinces. I am sure the people of North Carolina 
regard for our Congressman, Mr. Cooley. 

Mr. Chairman, as State auditor, I am ex 
Law Enforcement Ofhicers’ Benefit and Ret irement lt 
speaking for and on behalf of the law enforcement oflicers 
Carolina. 

My remarks shall be relative to the subsection 5, of 218 (b) on page 
iz of H. R. T199, relative = the total exclusion of police al ad firemen. 

There is in North Carolina a law enforcement oflicer benefit and 
retirement fund in which cain is available to all law-enforce 
ment officers in the State on an optional basis. At the present tim 
we have approximately 2,100 members of our retirement fund. There 
are approximately 3.000 law-enforcement officers in the State who 
have not elected to become members by reason of the requirement of 
5 percent contributions and 20 years’ service before retirement. 

The Social Security A¢ Iministration ruled t because our retire 
ment fund was available that all law Geil officers were in a 
position covered by a retirement system and were excluded from 
coverage by social security. 

We have 316 units part tic ipating in social s rity in North ¢ 
which includes counties, cities, towns, and instrumentalities 
the present ruling and seeded security law, the law-enforcement offi 
cers of these units are excluded from coverage in social security with 
their local employing governing body. For example, all of the em 
ployees of the city of High Point have soci: il-security coverage ex 
cept members of the police department. Only about half of th 
policemen are members of our fund. ‘The others have no coverage 
of any kind. 

To solve our problem we request an amendment to H. R. 7199 wv 
will permit the law-enforcement officers of North Carolina to be 
covered under social security when the local governing body enters 
into an agreement for coverage for eles employees. 

It is our desire to have this amendment app hy only to North Caro 
lina. This request is being made with the understanding that a 
general phraseology of the law would have to be worked out to solve 
our problem. 

The proposed amendment has the approval of the officers of the 
North Carolina League of Municipalities, represe aod the cities and 
towns of the State; the executive committee of the North Carolina 
Sheriffs Association representing the sheriffs and deputies of each of 
the 100 counties; the executive committee of the North Carolina Police 
Executives Association representing all policemen who occupy execu 
tive positions from a sergeant on up. 

45622—54——_54 
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The board of commissions of the law enforcement officers’ bene! 
and retirement fund on February 25, 1954, passed a resolution e1 
dorsing and approving the proposed amendment. 

We recommend the following amendment be adopted : 

Amend H. R. 7199 by inserting before the period in line 2 of pag 
13 the following: 


Notwithstanding the foregoing sentence the insurauce system established 
this title may be extended to service in any policemen’s position covered by 


North Carolina Law Enforcement Officers’ Benefit and Retirement Fund. 
The policemen in North Carolina want to be covered by social s 
eurity 1f and when their local governing bodies enter into an agre¢ 


ment for social security coverage for other employees. The word 
“nolicemen” is generally interpreted to include sheriffs and all law 


enforcement officers. 

| might add that the Honorable William B. Umstead, Governo! 
of our State, who perhaps while in Congress served with members of 
this committee, has authorized me to state that he favors making 
social security optional for all public employees. All that I am ask 
ing is that policemen and law-enforcement officers of our State be 
put in the same category as all other public employees. 

The Cuarman. We thank you for your appearance and for what 
you have given the committee. 

Mr. Cooney. Thank you very much, Mr. Chairman. 

The Cuarrman. Now, the statement on behalf of the Common 
wealth of Pennsylvania and the statement by W. Rulon Williamson, 
actuary, will be filed. 

(The statements are as follows:) 


rHe WAYs AND MEANS COMMITTEE ON THE REED BILL ON SOcIA 
SEcURITY—H. R, 7199 


STATEMENT TO 


By W. RULON WILLIAMSON, Actuary 
My name is W. Rulon Williamson I have been a student of social security f 
20 years 
I am presenting this brief in opposition to the enactment of H. R. 7199 
I oppose it because it aims to extend the regimentuation of the citizens 
I oppose it because with the tax rate already too high, it would increase the 


oad 
I oppose it because it has not come to grips with the future financial burden 


I oppose it because it neither clarifies the rubbery terms nor solves admin 
istrative complexity 

I oppose it because its appeal is to the love of a bargain and not to the love 
of man 

I oppose it because it has not adopted the lessons of the Curtis hearings 

I oppose it because in its tax consideration. it adopts the fallacies of perpetui 
ties, of figuring costs lower because of interest accruals it does not expect to 
secure, and because it one-sidedly stressed relatively low immediate outlay, for 
getting that the slogan “after me the deluge” means irresponsibility 

I oppose it because many of its exponents continue to stress the citizen's in 
capacity, when the citizens have to pay the bills—use increasing insecurity as a 
selling argument, when this Nation needs to believe in the strength of those 
citizens. 

I oppose it because it tends to weaken individual thrift, when to weaken the 
citizen, weakens the Nation. 

I oppose it because its buying on the cuff makes for inflation. 

[ oppose it because it is compounded of graduated bribes—the largest to those 
with the larger incomes, the lowest to those with the smaller incomes 

I oppose it because it continues, unwisely, to pretend gearing its benefits to 
wage, under a narrow laboristic philosophy, treating women as dependents and 
not as partners 
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L oppose it because it Continues to equate our 
ff Bismarck’s time, denying this Nation’s expressed 
erty, and the pursuit of happiness. 

I oppose it because of its many contri : ustra 
the Indian from paternalism, 
paternalism. 


SECURLTY, INSURANCE 


bistmiarck’s ingenius use of the 
feutons more dependent ou Government 
ness. It undoubtedly helped to accustom 
nto World War I. 

Our use of the word security stemmed s 
vould be judged an unsuitable field for I 
ven more connotation of protectiveness 
Government should be circumscribed in taking 
sibility from head. To indicate that limitation, f 
ised for the wavy range from $30 to $108.5! 
lo denote coverage blanke r tent w 
plied by the citizen, not underpinned by 

Insurance, added to security, has proved most misleadi 
much for the Government. Both terms blink the need for 
standing. Social budgeting carries less of the overcharged 
ship that omits reference to section 1104 
teristic, or to repeal it. 

Life insurance developed an 
of survivorship, carefully determiir he year by ye: 
subtracted, and the mode of accumulation that would 
asset-share year by year. It hi: 
company solvency. It has repr 
out. Not so in OASI. 

Life insurance on the | I un bi 
such that most companies 1 1 some of 
some level-premium schedules and then drops 
It was not well to apply the word insurance 
greatly to the inescapable doubt 


{I -ERSONAL BUD 


The responsible American citizen, the familyman, 
taxes, meets his current bills, and plans to meet hi 
settlements of war, doom, depression, and more wars 
what must seem to them very large dollar income “it 1 the family 
ship there ure wages, human services and the intang ilues of fa 
There are forms of income being received, many nonmonetar (like the 
one’s own home) There are es iture roing ' The two sides 
balance sheet look something like the fol 
Income 
1. Money earned 
2. Family services, 
Property income—rents, royalties, dividends, interest 
Insurance benefits from contracts bought 
Theft—robbery, holdup, brigandage, bribery 
Gambling—at the gaming table and at the races 
. Inheritance—the family solidarity 
8S. Charity and gifts 
Npending outgo 


1. Purchase of current consumption goods and services 
2. Purchase of durable goods (homes, cars, house furnishings) 
Allotment to savings and investments. 


4. Insurance purchased against potential catastrophic contingencies 
5. Tax-payment—local, State, Federal 
6. Tithes and payment for God and man 
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lowing this program, the family property grows. As the children gi 
‘margin for thrift, savings, investment, insurance, increases. In the 1920 
\ percent of those aged 65 and over landed in the poorhouses, entirely dé 
pendent on others. The large majority seemed essentially self-sufficient, thoug 
had help from friends and family. The passion for statistical examina 
budgets has mainly developed during the last 20 years. The 

have been improved Comparability is doubtful, accuracy 

hange The leveling has reduced the share of the t 


rsonal 


cl ,eCSs reeer 
d the shares further down. The successive emergencie 
of feverish activity—and below the lowered “top,” mo 
alone the boost in dollar income, but apparently, the boost 
of them have large su taken away in taxes. The tax stra 
has not yet shown up. Though most families inherit somethir 
e budveteer defer counting upon it Most families save ar 


them use insurance fire, automobile, life, health and accider 
The choice of methods of estate acc l; 1 ise It 
ist 20 vears that the cult of “you cannot ‘ If” has gained 
oO personal co etence ust as the “do-it-yourse t of handing 
aL) 1 homeworl 
tem income is really two 
riends, and cold charity, required 
. the victim of misfortune and disa 
al, the fifth criminal, the sixth a speculati 
at the end 
the spending flee ill the items are normal Again, only recent 
United States, have we so exaggerated the inability of the citizen to organi 
t ip all the m: n designed for thrift, insurance premiut 


aligning mo itizens as to earning ability and budget 


ly in the 


{ 


The salesmen of insurance , . have been inclined to somewhat exag 

ute the need which ¢a ror irchase of the insurance for counter 
its potential harm 

s the zealot for Governme! tn 

On the one hand a man is told he “never had it so good” in respect 


and food and drink and gadgets On the other he is told he 


+ f 


] over who has made an art « 


' sponsible, the more decent requirements of fami 
budveting through thrift and insurance 

New as this presentation is here in America, unfamiliar as we were wi 
its seductions, has been the staple diet of old Europe since the French Rey: 
lution, the d of Karl Marx, the various internationals, the era of Lord 
Bismarck, the ‘itish Fabians. For us to swallow it represents subversio 


? 
( 


and black re 
111. BREAD AND CIRCUSES 


new apostles of mingled gloom and sunshine have truly gone back t 
ind the other serf economies—and as ever the shrewd salesmen latel 


the good words human dignity and self-respect and the rights that are s« 
much less than right, as though the new cult had just cornered all the divi 
qua 

The spectacle of our best citizens, now snapping at the conditional bread-and 
circuses t, now mentioning good conscience and voluntaryism in respect to 
ven up certain unconscionable discriminations, has an unedifying 
aspect 
Surprise was voiced when two small but important professions—the doctors 
and the dentists—said they wanted their pay direct, without fringe benefits as 
the Reed bill aimed to herd them in. These two seemed to voice their ability 
not their inabilitv—and they had learned to fear Greeks bearing gifts fron 
the complex of reactionary Europe 
Another group indicated irritation when windfa 
vuded them because of lnboristic definitions of emplovment 
The labored argument that something that has been over 
has been bought and paid for, by pretending that it simulates the structure of 


level-premium life insurance, while rejecting including benefits 100-percent 


lis, almost within their grasp 
1 


95 percent gratuity 


ratuitous, magnifies the 5 percent to be more imvertant than the OF percent 


It is reminiscent of seventh heaven, with the aristocracy of the hose over the 
sewe And the villain in the OASI is the pretender, contributory insurance 
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Geronto il Societ It has been reprinted in the Readings in Social Secu 
rity of Haber and Coher Death n Taxes and Death n Taxes—II, and Ne 
Quarte ere f ! nee audiences A paper at the University of Nebrask 
at al . ince parley followed one Dr. Kulp of the University of Pennsy 
\ \ short me rand m social budgeting prepared for the students of 
the Society of Act ric d later filed \ the Cor litte nm Wavs and Mea 
1940 was eintore ny a mel randum given each member concerning the 
| ! Lyittel book « Social Budgeting, at Mr. Reed’s request Canada |} 
lopte tl n f ized of 7 nd over Guatemala gave lip service t 
i] budgetir but responsibility idn’t appeal to the demagogues It 
nsors in Guate i eon The IT4+—with its full socialized state pr 


responsibilities Phi 
‘ = 1] evil does not take over employer fringe benefits Socia 
nsurance eve ( security, the newer label, do seem bent upon transfe 
the Fed Government of facilities well in order ontside It seen every 
‘ t record re a lable to have been fn inflationar force In the 
| State ts 1 ersal subsidy leaves untold where the eost falls. but there 
evel indication that it has been inflationary from the start It moves 
teadi in the direetior f an nnbalanced udvget, nonpayment of the more 
‘ ] 1 f the le load, and discrimination against the ne dy the wot n 
nd j favor of bribe t the nonneedy. and to the men as against the ! ? 
present ts They do not cet ready for the future 


presented in a platfor 
e 13 planks 
1 the doers have heen able 
prices have followed, and 
The taxpayers, so largely 
tra dollars to correct the 
xtent 
inal Social Seeurity Act 
Court decision on consti 
us need among the ed 
tenet set nn asa traw 


3 {nother ppienicnt 

ere were 

her we ire groups 

harity to maintain dignity 
enerations It co redne 

$. Honor-roll f nontake) 
social budgeting There 
vho would not 
on an honor ro 
to deeline s 
some by the 
status It 
receipt of whi 

e the graft 
arked ] 

other taxes The social } 

nceome, along the lines of 

m for small earnings, s: 
mum benefits-qualificatic 
source wherever possible by 
vith the income tax It is 
the sole Federal age-graut, shou 
paid for by the loss of the franchise 
be continued, nor Federal vrant 
Phere should be no employer t: It 
$3,600 a year, wages, salaries, property) 

6. No pretense of investment 
practices Benefits are set to 
term insurance is yirtually w 
protection, and if quadrupled 
panies Investment facilities, so 
about the year’s requirements 
tomorrow's responsibilities ‘| 
spending the money for 
7. No record-systen 
the seuse of budget of 
earnings histories o1 
system, usually 3 years 
the carefully tabulated re 


below 18, aged persons over 70, can be handled on t 

records. The young widows are expected mainly t 

benefits, so they should have none alloted them, only 
&. Flat benefits Our pauper class used to be s 


general and it was a recognized disgrace 
bribes running more than 8 te 
needy may need levelin 
the rolls. $40 a month to 
orphan, are logical amounts 
American men, women and 
level of income ( 

9. Catastrophe 
trophic events only—noi the 1 tinal respons 
ing can take hold when al omen pass 
and 10 that people expect te i Although 
expect to live longer, they als ‘apt 
istics after 70 than are mei , 
and with presumptive school 
run to that age too As 
be apt to advance—-and 
longer 

10. / rpectation of persone f_pelia ( The 
systelus and the Latin Ameri seem to hav 
or near-serfdom for the citizens al budgeting 
freemen of responsibility, who are not deceived 
contributions skipping them \ costs fall 


taxpayer Men expected to care for themsel 
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to defens 


eater threat 
s descendant 
y It isd 
| worked 
to mas 
ortatit 
interest on outside 
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little advance 


inl social budgeting do not ge 

slides alo payments In England there has 
been consistency in expecting to earn 
inconsistency in determining reasonable contributions on the contrary assumption 
‘hey are currently pained by the results. The 
In Germany where 


essentially no interest, but there was 


that interest was to be earned. 
country is suffering from that inconsistent theory magnified 


they did get quite a bit of interest for a while, the vulnerability of savings funds 
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1 politically administered socia 
nd World War II Losi 
ruin is very striking Losing 
me awkwardness, but if fede 
expensive, the bureaucrats will find 
handling of personal benefits 
Social budgeting was adopted 
ecognition of the need of money wh 
he requirements of re¢ gover! 
spend too much now 
] 


prprerct 


adequately t 
country which does 


SS 


rATEMENT ON DEHALF OF 

H. R. 7199 ann C1 IN OTH 
HEARINGS BEFortI \W 
HOUSE OF REPRES! 
ELEANOR G. EVANS, SECRETARY 


l'o the Chairman and Members ¢ 
House of Re presentat 

As secretary of public assistance of ! 
with the approval of Governor John S. Fine, 1 
support of H. R. 7199 and certai other pendin 
security law. It is our hope t n ee ideri 
proposed in other pending bi 
mittee Whether or not su 

I desire to call to the 
amendments on public 
certain comments and 
the committee Pheref 
H. R. 7199, H. R. 7200 


Since the previsions of thi 
and survivors insurance prog 
Pennsylvania are within the 
passage of this bill would su 
the State 

Assuming economic conditions ; : » end 
legislation would mean a mont | 
mately $340,000 in Federal funds and $200,000 
lowing the effective date of the ac hese savil 
It is estimated that by the middle LQ5T the 
funds would be about $1 millio n 
funds and $400,000 would be St: 


The basic philosophy unde 
the matching formulas curr 
public assistance should be rel: 
the so-called richer States be 
costs than the poorer States 
radical change from those current! 
Under the proposed formula 
of the Nation would have 65 pereent 
Government The Federal contri 
inversely with per capita incom 
For old-age assistance the percent 
further reduced as described in the se 
It should be noted that this bill could result 
less Federal money than under the present 


States individual assistance grants are relativel 
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not exceed the amounts in which the Federal Government presently contribut 
I 


SU percent ot tbe total costs, Attention is called to this possibility, but it wo 
not apply to Pennsylvania 
Then there is a second feature of this formula in accord with which 
amount of Federal aid for old-age assistance depends inversely on the proport 
of the aged population covered by the old-age and survivors insurance progra 
The proposed formula would decrease the Federal percents arrived at throug 
application of State and national per capita incomes by 1 percent for each 
percent of the State’s population over age 65 who receive old-age and survivor 
insurance, ‘I vould) be no minimum percent applicable to this part 
the 
formula esigned to limit the loss to any State dur 
1o4, through June 30, 1957, would result in a conti 
approximately the current rate until July 1 
ming that econom conditions are at 
would receive about $200,000 a month | 
formula Phis would increase the ce 
te funds by almost $5 million 
for public assistance 
percent to that I 


Ining economie conditions as of the end 

7200 would be more than offset by the favor 
iving to Pennsylvania would be about $200,0 

which tl 


e percentage of Federal p rticip 
ntrol and imme ; 


liate knowledge of the States and loca 
that either a State r locality would nee to plan f 
7 riations long in advance of the date when informat 
on per capita ine ill be available. The same situation can exist with res 
to information on the old-age insurance recipient percentage. This latter iten 
is subject to add mal question because the conditions under which this pet 
tage is calculat » mentioned in the law in general rather than in specifi 
Hence tl ral percentage may well depend on which of the alter 
Secretary of Health, kducation, and Welfare 


mucel commend the feature of the formula which bases Federa 


on on average assistance grants rather than on the basis of individua 
payments under the present formula. This permits some administrative effi 
ciency and economy 

In this connection the suggestion is advanced that the amount of Federal par 
ticipation in the cost of public assistance might be based solely on average grants 
per recipient without distinction as to the particular category of assistance. In 
order to give relatively more help to poorer States with low average grants and 
relatively less help to richer States with high average grants it is further sug 
gested that the Federal matching should be high with respect to the first portion 
of the average grant and decrease progressively as the average grant increases 
for example, as much as 80 percent might be paid of the first $20 of the average 
grant, 60 percent of the next $10, ete., ete. It should be noted that under this 
procedure all the benefits of efficiency and economy of administration are 
retained, and in addition, each State is not dependent on the unknown factors 
mentioned previously when estimating the revenue to be raised locally, or in the 
State, or expected from the Federal Government 


AIN OTHER HOUSE AND SENATE PROPOSALS TY! 
ULD BE TO EXTEND THE 1952 MATCHING FORMULA 


of the Social Security Act Amendments of 1952 provides that 

mula, established in that act for determining Federal grants, will expire 
ber 30, 1954 \ return to the formula in effect immediately prior to the 
would mean the loss to Pennsylvania of approximately $10 

Section 9 of H. R. 7200 provides for extension of the 1952 

a until March 31, 1955. If H. R. 7200, as introduced, is not 


tion should be taken to extend the present formula beyond Sep 


an amendment such as is proposed in S. 1988 which 
e) of the Social Security Act Amendments of 1952 


mended by riking out ‘1954’ and inserting in lieu thereof ‘1956',’ In 


words, that the “MacFarland” amendment be continued. 
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IV. 8 


Section 344 (a) of the Social Security Act Amend: 
roval of the State plan now in effect for aid t 
itle X of the Social Security Act; but 
f such approval June 30, 1955 rd 
such State plan, I recommen 
stricken from the said subse 
osed in 8. 1779: “(b) 
nd after October 1, 1 
the said subsection 


lL. H. R. 7199, which I approve gen 
approximately $400,000 per mont) edel er! CHM PE CHMD rye 


onth 


forn 
ent without 
nend would el! 
vhich to base i! 
tave of ede 


e States witl rea 


ie aa 2 
urge tha he 


lind Missou! 


e, June 30, 
COM MON WI 
(Mrs.) ELEANOR G. Evans, Secretar 

Che CHarrman. This concludes the public heat 1 
mittee on Ways and Means on H. R 7199. a bill to \Te!l dat qa expand 
the old-age and survivors insurance program 

The committee has received testimony} hnevery group which has 
expresseed an interest in this important legislation. We have heard 
from representatives of the administration, from business, labor, farn 
professional, church, education, and public-employee groups. 

Kevery segment of the country has had ample opportunity to « 
press 1S views. 

I wish to thank all those who have taken the time and the trot 
present their recommendations to the committee. 

While many witnesses have differed in their viewpoin 
to this legislation, I am impressed with the fact that 
group which has appeared has testified to the need for 
improvements in the present system. All of this 
with the material submitted for the record, 
by the members of the cor 
bill possible. 

Executive sessions will 
recs SS, 
Without objection, the cler| 
inclusion in the record from the close > hi 

Mr. Coorrr. Mr. Chairman, I assume that last statement thi 


ill \ 
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minority member of the committee might desire to present to the cler! 
for inclusion in the record. 

ie CHarrMan. That is understood. 
he comittee will stand adjourned subject to the call of the Chair 


¢ 
7 


ie following material was received for the record:) 


UNITED STATES SENATE, 
COMMITTEE ON THE JUDICIARY, 
tpril 9, 1954 
DANIEL A. REED, Jiember of Congress, 
nan, House Wauvs and Means Committee, 
House of Representatives, Washington, D. C. 


My Drain CONGRESSMAN: The bill H. R. 1799 is now before your committee, | 
would extend, expand, and improve social security and I therefore am sup 
ll wholeheartedly 
rards, I am 
Sincerely, 


WILLIAM LANGER 


STATEMENT OF LEONARD J. CALHOUN, ON BEHALF OF THE NATIONAL COAL 
ASSOCIATION, WASHINGTON, D. C. 


The National Coal Association is the trade association of bituminous-c 
producers, with membership comprising about 75 percent of the Commercial pr¢ 
duction of bituminous coal in the United States and with members in each of 
the major coal-producing States in the Nation 

The bituminous-coal-mining industry has a very high, an unusually high, labor 

‘lation to total cost Between 60 and 70 percent of the total Cost ol 
ing coal goes into payrolls. The point we wish to stress is that our co! 
tors do not have such a high payroll cost factor and that any increase in tlve 
security tax, predicated on payrolls, further accentuates an already serious 
nation against the bituminous-coal-minin ndustry 
pointed out in the 1949 social-security hearings, out 
natural gas, and hydroelectric power In the production of 


e labor factor involved in each of these three competitors F coal is 


fraction of the labor cost involved in the coal industry. 
l-security tax, predicated as it is on payrolls, is already seriously) 
against the bituminous-coal-mining industry. If we are to embark 
greatly enlarged program, involving greatly increased costs, this discrim 
ition will become all the more serious 
Regardless of theory as to the nature of the payment into social security made 
employees, there is a general agreement that what the employer pays is al 
se tax, Which goes to finance the general system, rather than benefits of his 
particular employees 

Iu proposing to extend the wage base to $4,800 in 1950, the Social Security 
Commissioner stated 

“The extra benefit costs due to including in the calculation wages betwee! 
$5,000 and 54,800 per year are approximately equal to the additional contribu 
tions on this excess The net effect is that the employer contributions that are 
payable on this excess go to pay for the generally higher level on benefits for all 
workers.” [Emphasis supplied. ] 

This, of course, would also be true of the added tax which would result from 
extending the social-security-wage base to $4,200, as proposed by H. R. 7199 

At the time of our appearance before the Ways and Means Committee at the 
last social-security hearings. in 1949, our maximum annual social-security tax 
was $30. This tax has already more than doubled, it now being $72. Under H.R 
71!) it would be increased next year to $84 and the ultimate tax scheduled would 
be $147—330 above the presently scheduled amount. The proposed increased 
benefits, as shown by official estimates, would quite probably require even higher 
future taxes than the proposed tax schedule, 

The coal industry thus not only faces a current competitive handicap by way 
of social-security taxes, more than twice as serious as it was experiencing at the 
time of our prior appearance; it would, under H. R. 7199, face a prospective 
handicap nearly five times as great as it experienced in 1949. 
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(3) Increased benefits.—The committee approved the principle in H. R. 6868 
of increasing only the minimum benefits, but this approval is contingent upon t 
elimination of Federal participation in old-age assistance and aid to dependent 
children as also provided in H. R. 6863. The committee further approved the 
provision of H. R. 6863, which would qualify individuals over 65 (and thei! 
children) for minimum benefits even though they are not covered on the basis 
of wage credits. 

The committee recommended that an effort be made to accomplish the objective 
of eliminating Federal old-age assistance and aid to dependent children with 
minimum benefits lower than those provided in H. R. 6863 ($45 per month for 
primary beneficiaries) but expressed a willingness to support this provision of 
H. R. 6863 if necessary 

The committee also approved the provision of H. R. 6868 eliminating the 
years of lowest earnings in computing average wages and opposed the elimination 
of the low 4 years and periods of disability as provided by H. R. 7199. 

The committee opposed the provisions of H. R. 7199 increasing benefits at al 
levels and opposed the provisions of H. R. 7200 relating to public assistance 

(4) Work test.—The committee approved the principle included in both H. R 
6863 and H. R. 7199, under which disqualifying earnings would be determined on 
an annual basis of $1,000 rather than the present $75 per month 

(5) Tar on investment income The committee favors the provision of H. R 
6863 imposing a tax at the “employee” rate on the first $3,600 of adjusted gross 
income of persons 65 or younger. Since coverage is to be broadened, all citizens 
should have a right to participate. 

(6) Tax refund.—The committee opposed the provision of H. R. 6863, refund 
ing social-security taxes paid by persons over 65 years of age who have 40 


quarters of coverage. 

(7) Restriction of payments to persons residing abroad.—The committe 
approved the provision of H. R. 6863, under which no lump-sum payments would 
he paid outside the United States and benefits to persons residing abroad would 
be paid only to 

(a) Persons receiving monthly benefits on their own wage records wh: 


either had 10 years (40 quarters) of coverage; or had a vear and a half 
(6 quarters) of coverage in the 13 quarters immediately before becoming 
eligible, or resided continuously in the United States for 3 years immediately 
hefore bees ming eligible; and 

(b) Persons receiving monthly benefits as dependents, who lived contin 
ously in the United States at least 8 years (or since birth) immediatel) 
hefore becoming eligible. 

(S) Tar rates.—The committee opposed the provision of both H. R. 6865 
H. R. 7199, retaining the 4 percent employer-employee tax rate and the 
ent self-employment tax rate which became effective January 1, 1954, and 
the provision of H. R. 7199, increasing rates in 1970. The committee reaffirny 
its support for the pay-as-you-go tax principle 

(9) Federal old-age assistance.—The committee opposes H. R. 7200. whiel 
would gradually reduce Federal aid to the States as the proposed extension of 
coverage under Federal OAST takes over. Since the present proposals all inten 
to “blanket in” aged, who have never before been covered, at a very great 
increase in cost, the States should be able to care for any residue of aged without 
Federal assistance. In 5 to 6 years 75 percent of the aged in the United State 
will be eligible for OASI benefits. 

The committee also opposes Federal aid to the States for the aged in any 
form because of the wide variance in present State laws permitting citizens of 
some States to obtain benefits much easier than is the case in Illinois. Tl 
results in a disproportionate distribution of Federal aid among the States 

UPTON BARTLET, 
JARL EDERSTROM, 
C. F. FRENCH, 
Don Harris, 

L. C: Monson, 

C. R. OFHLER, 
Lioyp RINGLE, 

Members of Subcommitt: 
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STATEMENT BY DON M. TURNBULL, EXECUTTV! in 
& HATCHERY FEDERATION, KANS 


My name is Don M. Turnbull. This statement is made 
ean Poultry & Hatchery Federation, 521 East 63d Street, 
for whom I am employed full time as executive secretary 

The American Poultry & Hatchery Federation is a nony 
incorporated under the laws of the State of Rhode Island 
i916. Its membership consists of approximately 4,500 pou 
breeders throughout the United States 

Since the first social-security legislatior ‘ The <d into law in 1% urs 
has been described as a “borderline” industr », work done in connection 
with the hatching of day-old poultry has, for the most part, been considered to be 
agricultural in nature. This situation existed until the amendments of 1950 
became effective on January 1, 1951 

The Social Security Act as it is now constituted h: ought added e 
and headaches for many of our poultry hatcherym ‘ 

The current law eliminates most hatchery busin s from the category of 
“agricultural” activity. We find that the hatching of baby chicks is an “agri 
cultural” activity only when performed on the farm or as an integral part of a 
farm operation. 

We probably could live with that if someone would define a “farm” and when 
the hatching operation is an “integral” part of the farm operation 

Not only do many hatcherymen find it impossible to obtain a clear-cut ruling 
on the status of employees but they also run head on into confusion when efforts 
are made to determine their own status as self-employed individuals. 

A New England hatcheryman or poultry breeder may obtain all his hatching 
eggs from his own breeding flock of from 3,000 to 20,000 birds, for example, all of 
which are housed in buildings on a small plot of several acres. In New England 
he is classified as a farmer. 

But consider the situation in the Midwest where the i an is not looked 
upon as a farmer because in the Midwest a plot of g1 
is not conceded to be a farm Some Government age 
crops to make a farm. 

In California, where 3 acres constitute a ranch, 
sidered a farmer because his small area of land is 
other, because of the encroachment of urban d 
areas, no longer is a farme! The premises ars 

This is contrary to all law There are any 
the nature of the work determines its classific 
Kor example, the cultivating and growing 
whether the field is located inside or outside the « 

This, however, is beside the point. Hatcherym 
to or praying for social security What they'd 

Why should it be necessary for us to go throu 
determine our status? 

It seems to us that the problem ea 
for the Congress to differentiate 
employed commercial businessm: 

All are self-employed If so 
another. If it is not desirable f 
for another group. 

In the case of self-employed individu: 
visions should be made uniform 

Further, we feel that it is the duty of this committee to write a more explicit 
definition of what it means when it uses the term “agricultural labor,” if it 
that it is not logical for farmworkers to enjoy the same social-security privilege 
as other employees. 

The effect of the 1950 amendments was to exclude from the definition of agri 
cultural labor services performed in connection with the hatching of poultry 
unless such services are performed on a farm 

Thus, services performed in connection with a hatchery, if not operated as a 
part of a poultry farm, constitute covered employment. Where services are per 
formed in connection with the operation of a farm, the rules governing agricul 
tural workers are the determining factors. 

The question then to be decided is when is the hatchery operated as a part of 
the farm. To be a part of a farm, must the hatchery be physically located on 
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ing purchasing power. However, there are danger signs that should be noted. 
Other nations have gotten into serious trouble by adopting legislation which 
took too much of current income to pay deferred income Some industries have 
found themselves in difficulty because the cost of benefit programs increased 
prices and contributed to decreased use of their products 

The eventual cost of OASI at present benefit levels has been variously esti- 
mated. The time when that cost, whatever it may be, must be met is some years 
off. Therefore, it seems prudent to recommend that benefits be held at the 
present level until more is known about the ultimate cost of the program and the 
effect of that cost on the economy. 

Specifically, we suggest that the higher level of benefits, the increase in the 
top of “covered wages” from $3,600 to $4,200 and the new benefit formula as pro 
posed in H. R. 7199 be removed from the bill. We suggest that a much more 
thorough actuarial and economic study of our Nation’s ability to carry the pres- 
ent social-security taxload at its maturity be authorized by Congress and made 
before further benefit increases are voted. 

There is considerable support among the social-security specialists in our 
member companies for pay-as-we-go financing as opposed to the present funded 
reserve. Most favor a tax rate fixed by law which would collect social-security 
taxes equal to the previous year’s benefit payments, thus balancing the current 
tax cost with deferred income payments to retired workers. But there are some 
suggestions that the immediate effect of broadened coverage be measured before 
a final decision is made. It is, therefore, proposed that the method of financing 
the program be made part of the actuarial and economic study suggested above 
Until such studies are completed, we recommend a freezing of the tax rates at 
present levels. 

Blanketing in of all those now over age 65 has been proposed by some business 
groups and is proposed in H. R. 6863. This is strongly opposed as being an 
innecessarily expensive way to eliminate the present old issistance (OAA) 
program which should gradually decrease as coverage is broadened as proposed 
in H. R. 7199. 

As retailers, we recognize that our welfare depends on the welfare of our 
customers as well as on the welfare of all of the people in this country. We 
are confident that the general standard of living can continue to rise and that 
we can have an expanding econom) But, we also realize tl 
merchandise must give everyone an opportunity to share in the benefits of 
increased production and improved distribution 

Security is a personal matter, primarily spiritual and mora As we in this 
country jointly seek to increase material security through social-security pro 
grams, a most careful balance must be maintained. The economy must not be 
taxed more than it can carry Attempts to provide material security through 
government, unless they are to be rendered meaningless and futile through in 
flation. should be cautions, gradual, and based on careful studies of what our 
Nation can afford. The present social-security program should not be weakened 
by changes which would be too costly. It should be strengthened by making 
only those changes which on a long-range basis will benefit our total economy 

Thank you for considering this statement. 

Respectfully submitted. 
CARI 
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STATEMENT OF A. C. VAN SOELEN, CORPORATION COUNSEL OF SEATTLE, WASH 
AS PRESIDENT OF THE NATIONAL INSTITUTE OF MUNICIPAL LAW OFFICERS 





The National Institute of Municipal Law Officers (NIMLO) is an organizat 
composed of more than 800 municipalities located in each of the 48 States 
Hawaii, Alaska, Puerto Rico, and the District of Columbia. Our organization 
is operated by the heads of municipal law departments. Our members represent 
municipal employees who perform services for more than half the population of 
the United States. 

At our annual conference, held in Washington, D. C., in September of 19 
which more than 500 municipal attorneys were in attendance, a resolution was 
unanimously adopted which reads as follows: 

“Now, therefore, be it resolved that the National Institute of Municipal Law 
benefits 


Officers reaffirms its former position urging extension of social-security 
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to municipal employees, and that the determination of whether they are to b 
covered be made by said employees in accordance with local law.” 

Municipal officials feel that the exclusion of municipal employees now covered 
by pension or retirement plans or systems, while permitting employees in private 
industry who are covered by pension or retirement plans or systems, is a gross 
injustice and discrimination against a large segment of our national population 
NIMLO urges that the benefits of the Social Security Act be extended to all 
municipal employees, whether engaged in proprietary or governmental func 
tions, or at least it should be made possible for them to come under the coverage 
of the act, if they so desire without attaching impossible restrictions and un 
workable Federal regulations over this local matter. 

The families of municipal employees have the same potential need for the pro 
tection and benefits provided by the Social Security Act as do the families of 
persons employed in private industry. The fact that private industry extends to 
its employees a pension or retirement system is no bar to these private employees 
being covered under the Social Security Act. There are no restrictions whatso 
ever placed on their eligibility for social-security benefits. They are automati 
“ally enrolled upon assuming employment. 

So, too, municipal employees should be permitted to enjoy the benefits derived 
by employees in private industry, unhampered by impossible restrictions and 
limitations imposed on how this desired result is to be accomplished. 

NIMLO favors and urges the adoption of the proposed amendments. The 
proposed amendment to section 218 (b) (5) will eliminate entirely the discrimi 
nation which now exists between private and public employees, and will make it 
possible for all municipal groups, whether they perform proprietary or govern 
mental functions, to be covered under the act. The proposed repeal of section 
218 (d) will enable employees of local governments to come under the act under 
principles established by local law. It is highly desirable that local govern 
ments be permitted to make this determination on the basis of laws with which 
they and the general public are familiar. Distrust of public officials at the local 
level by some individuals should not lead the committee and the Congress to 
interfere in local matters by inserting unworkable or undesirable roadblocks 
in the path of municipalities or their duly elected officials. 

We urge the adoption of H. R. 7199, with the amendments previously discussed 
herein. 


GEORGIA STATE CHAMBER OF COMMERCE, 
Atlanta, Ga., February 17, 1954. 
Congressman JAMES C. DAvIs, 
House Office Building, Washington 25, D. C. 

Drar Mr. Davis: Mr. Art Austin, chairman of our social legislation committee, 
requested that I outline for you the committee’s recommendations as adopted by 
the Georgia State Chamber board of directors on February 15. 

The State chamber recommends that the present taxable wage base be retained 
at $3,600. The administration bill, H. R. 7199, would raise the base to $4,200. In 
view of the fact that the tax rate has increased from 114 to 2 percent, the com- 
mittee feels that an increase in the wage base is not advisable at this time. 

The State chamber feels that social-security coverage should be extended 
provided care is taken in the number and categories of persons included. The 
original purpose of the Social Security Act was to meet the problem of our aged 
persons through two programs, one to be permanent, the other temporary. The 
permanent program, OASIT, now pays $2°%4 million each month to 83,000 Georgians. 
On the other hand, our public assistance program, which was supposed to be 
temporary until OASI matured sufficiently, is an ever-increasing financial burden 
for Federal and State Governments. Approximately $5 million is paid out 
monthly to 118,000 Georgians through public assistance. In order to reduce the 
cost of the public assistance programs now being carried on through Federal 
grants to States, more people should be included under OASI whereby they will 
at least contribute to a part of their retirement fund. 

toth the Curtis bill, H. R. 68638, and the Reed bill, H. R. 7199, would liberalize 
the present provision whereby benefits are lost by persons under 75 years of age 
in months when they earn over $75. Both bills change the monthly earnings 
maximum of $75 to an annual maximum of $1,000. The committee feels that the 
monthly basis for computing maximum earnings should be retained, and that 
any modification of the present work test provision should not consider more than 





SOCIAL SECURITY ACT AMENDMENTS OF 1954 Oe 


a quarterly basis for computing earnings. Our committee agreed that the monthly 
earnings maximum of $175 as proposed by you in H. R. 2980 would be excessive 
in view of the present economic situation. 

Under present law, payments to employees on leave, of absence for a period 
exceeding 6 months are generally not considered wages for social-security tax 
purposes and this is taken into consideration in computing benefit entitlements 
and amounts. Our committee feels that social-security taxes should be deducted 
from payments to individuals on leave of absence for more than 6 months, and 
no penalty should be applied in computing benefit entitlements and amounts. 

The committee does not feel that the tax rate should be frozen retroactively 
to the 1953 level. The present tax revenues are required to meet the cost of 
current and future benefits to the aged now on the rolls, thereby setting nothing 
aside for future benefits for today’s workers It is interesting to note that a 
person who has paid the maximum tax since the beginning of the social 
program has paid less than $600 in taxes. This bargain rate conceals 
future cost impact which the public must face in the not too distant future 

In directing these matters to your attention, we feel assured that they 
receive your earnest consideration 

Yours sincerely, 
DON CHANNELL, Research Direct 


GARDNER, MORRISON & ROGERS, 
Washington, D. ¢ ip il 2, 1954 
Re H. R. 7199 
Mr. RUSSELL BE. TRAIN, 
Clerk, Ways and Means Committee, 
House of Representatives, Washington, D.C. 

DEAR Mr. Tratn: We enclose herewith five copies of a memorandum dealing 
with the extension of social-security benefits to American citizens employed 
abroad by non-American employers. We respectfully request that the enclosed 
memorandum be incorporated in the record of the hearings held by your com 
mittee in connection witb H. R. 7199. 

Respectfully submitted. 

GARDNER, MorrRIsON & ROGERS 
By Tuomas J. Beppow. 


EXTENSION OF SOCIAL SECURITY BENEFITS TO AMERICAN CITIZENS EMPLOYED 
ABROAD BY NON-AMERICAN EMPLOYERS 


Under existing law, American citizens employed abroad by non-American 
employers are not covered under the old-age and survivors insurance program. 
Moreover, such coverage would not be provided under the present provisions of 
H. R. 1799, which is now receiving active consideration by the House Ways and 
Means Committee. It is submitted that such coverage should exist, and that 
H. R. 7199 should be changed so as to provide for such amendments to the 
Social Security Act and the Internal Revenue Code as may be necessary to 


accomplish this result. 

There can be no question that the failure to extend social-security coverage 
to American citizens employed abroad by non-American employers works an 
injustice to a substantial group of people. It is especially unfair to discriminate 
in this respect against United States citizens working abroad for foreign cor- 
porations which are, in substance, nothing more than vehicles of American busi 
ness firms for developing and carrying on foreign business. Many Americat 
concerns have found it expedient or necessary to use foreign subsidiary cor 
porations in foreign business operations, and, in some cases, to share ownership 
of such foreign corporations with foreign nationals or foreign interests At 
least with respect to United States citizens working for such a foreign cor 
poration, it seems manifest that social-security coverage should be applicable 
because coverage would exist if the American firm operated directly in the foreign 
territory, rather than indirectly through a foreign corporate subsidiary 

Moreover, the extension of social-security coverage to United States citizens em 
ployed abroad by non-American employers would be consistent with, and benefit 
present well-defined policies of the United States Government to encourage the 
employment abroad of American know-how and skills. Social-security coverage 
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has become a very important consideration to the average American employes 
If employment abroad will result in loss of social-security coverage, then Unite 
States citizens will show increasing reluctance, as social-security benefits becon 
progressively more substantial, to go abroad to work. Already, those Americar 
business firms, which conduct substantial operations abroad through wholly 
or partially owned foreign subsidiary corporations, are having difficulty yp 
suading their employees to take foreign employment, and these difficulties wi 
be enhanced when and if the increased social-security benefits provided for by 
H. R. 7199 are enacted 

Unquestionably, unusual administrative problems, involving legal concepts 
jurisdiction to tax and ability to enforce collection of tax, are raised by 
proposal to extend social-security coverage to United States citizens employe 
abroad by non-American employers However, there is no reason to believe 
that these administrative problems are insurmountable. For example, a syste 
of optional coverage based on the payment by the employee (i) of a tax simila 
to the self-employment income tax, or (ii) of both the employer's and employee's 
shares of social-security taxes, would appear to avoid most of the troublesome 
administrative problems 


NATIONAL MILK PRODUCERS FEDERATION 
Washington, D. C., April 22, 1954 
Hon. DANTEL A. REED, 
Chairman of House Committee on Ways and Means, 
Washington, D.C 

Dear Mr. Reed: For many years, the National Milk Producers Federation 
has gone on record in support of the social-security program, particularly a 
related to old-age and survivors insurance. At our annual meeting on Noven 
ber 12, 1953, the voting delegates, representing nearly one-half million dairy 
farmers, adopted a resolution reiterating their past position and urging that 
Congress amend the present law so as to include all farm employees under the 
coverage of the old-age and survivors insurance program and to permit farn 
owners or operators, at their option, to participate in such program 

In view of our previous testimony to the House Committee on Ways and 
Means in connection with this issue, we do not deem it necessary to submit 
a lengthy statement at this time However, we have a few observations 
make 

We recognize that certain administrative difficulties possibly will be encouw 
tered in extending coverage of old-age and survivors insurance to all farn 
employees. This is particularly true with respect to seasonal, part-time, o1 
migratory farm labor because of the transitory nature of such employment 
The occupational and geographical mobility of this labor force does present 
a problem. We are hopeful that on the basis of the experieuce gained under 
the present coverage of regularly employed farm workers, solutions may be 
found to the possible administrative difficulties. 

In the case of farm owners or operators, provision should be made for their 
inclusion in the old-age and survivors insurance program, but there should be 
freedom of choice by the individual owner or operator as to whether or not he 
desires to participate in such program. 

The occupational stability and earning capacity of some farm owners or 
operators make it possible for them to provide for protection against the eco 
nomic hazards of old age and death by savings and private insurance programs 
in addition to the traditional method of building up an equity in farm property 
In view of the variations and differences in types of farm ownership and opera 
tion, it is our opinion that an old-age and survivors insurance program should be 
optional, and we urge that bill H. R. 7199 be amended accordingly so as to give 
farm owners or operators the right to make a determination as to whether or 
not they desire to participate. | 

In supporting the principle of the old-age and survivors insurance program | 
of the Social Security Act, we want to make clear that we do not subscribe 
to the doctrine that the receipt of earned benefits is dependent upon the status 
of retirement of the insured. We hold that at the prescribed retirement age 
the insured should, as a matter of right, receive the full benefit payment not 
withstanding the fact that he continues to be gainfully employed in a covered 
employment. 

The old-age and survivors insurance program provides a means whereby the 
insured is able by periodic contributions to build up a savings fund which at a 











SOCIAL SECURITY ACT AMENDMENTS OF 1954 SOs 














































fixed date should immediately be available for benefit payments to the insured 
or his beneficiary without a condition precedent. It may be that, due to in 


‘ firmities of old age, the insured is unable to continue to work, or he may be 
1 lessed with good health but desires to withdraw from the competitive field of 
\ work and spend the remaining years in leisure and casual activities, or he may 
. prefer to continue to work as in the past. In any event, whatever decision the 

sured may make, the right to the savings fund and payments therefrom must 
y be an absolute right without regard to the employment status of the insured 

It will be very much appreciated if you will make this communication a part 
f of the: recordin your consideration of the bill, H. R. 7199 


Sincerely yours, 
H. Writs ToBLER 
Director, Legislative dD 


YOUNG WOMEN’S CHRISTIAN ASSOCIATION 
OF TILE UNITED STATES OF AMERICA, 
NATIONAL BOARD 
New York, N. Y ipril 19,1 
Hon. DANIEL REED, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington 25, D. C. 

DraAR CONGRESSMAN REED: Enclosed is a statement coneerning the action of the 
National Board of the Young Women’s Christian Association on the socia 
security measure, H. R. 7199, now under consideration by your committee. I 
trust that you may include this statement in the cominittee record of hearings 
on the bill. 

Sincerely yours, 
Epitu Macy, 
Mrs. Edward W. Macy 
President 


STATEMENT OF THE NATIONAL BOARD, YOUNG WOMEN’S CHRIS N ASSOCIAT 


The Young Women's Christian Association of the United States, representing 
more than 8 million members in 600 communities has repeatedly pledged itself 
to work for the extension and improvement of the social-security systen 

Members of the national board weicomed the proposals of President Eisen 
hower in January 1954 which were later embodied in H. R. 7199, and after careful 
study of the measure have voted approval. The national board at its meeting or 
March 10 voted to support provisions (1) extending coverage to nearly 11 million 
persons; (2) increasing minimum and maximum benefits for retired persons 
and survivors; (3) increasing the amount of wage subject to payroll taxes; (4) 
increasing the amount a retired person may earn without loss of benefits: (5) 
determining benefits through a more liberal formula by dropping out the 4 
vears of lowest earnings; and (6) protecting the insurance rights of disabled 
persons, 

We particularly wish to stress our support of the extension of coverage to all 
groups listed in the bill It is our firm conviction that every worker should 
have the right to build up his own retirement funds through his own contribu 
tions and those of his employer. We believe that the benefit increases provided 
in the measure are definitely in the right direction as well as the increases in the 
tax base. 

We should like to see greater increases in both minimum and maximum bene 
fits than the proposed bill would allow It is self-evident that S30 a month is 
wholly inadequate for bare subsistence for any adult and that no family of two o1 
more persons Can exist on a monthly income of $50. Likewise the maximum 
benefit of $108 a month (or $1,300 a year) appears to us to be exceedingly small 
for persons who have been accustomed to a salary as high as $4,200 a year. We 
approve also the liberalization of the retirement test and should like to see 
further moderate increase in the amount which a retired person may ¢ \ 
out loss of benefits—at least $1,200 a vear We realize, however, that su furthe 
liberalization would be of less importance than general increase in benefits 

While we support the provisions for the “disability freeze” we are disappointed 
that no provision has been included for genuine disability insurance The 
problem of long-term disability has been recognized in the program of Federal 
grants for public assistance to the totally and permanently dis bled. It seems t 
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us that a sound approach to the general problem of disability would be the ir 
troduction of insurance based on the contributory principle as an integral part o! 
the OASI program. 

The principles incorporated in H. R. 7199 seem to us desirable—in fact, essen 
tial—to round out the old-age and survivors aspects of the social-security sys 
tem. We urge its passage, 





MIDDLESEX COUNTY EMPLOYEES’ ASSOCIATION, 
Cambridge, Mass., Aprid 22, 1954 
Hon. DANIEL A. REEp, 
Chairman, House Ways and Means Committee, 
Washington, D. 0. 

DeAR Str: At a regular meeting of the executive committee of the Middlesex 
County Employees’ Association held on April 6, 1954, a motion was made, 
seconded, and it was voted that the association go on record as being opposed 
to Federal social security replacing the present Middlesex County retirement 
system, and that the House Ways and Means Committee, Washington, D. C., 
before which bill H. R. 7199 is pending, be so informed. 

Consideration of this matter developed the view, clearly, that the Middlesex 
County Employees’ Association prefers our present retirement system, and 
that there is neither demand nor sentiment for Federal social security in its 
place. 

We feel that H. R. 7199 should be amended so as to provide— 

1. That members of State and local systems shall be informed of what 
they are voting on in any referendum. 

2. That a favorable vote shall consist of two-thirds of the eligible 
voters. 

3. That a date be named to make the exclusion provisions more effective 

4. That the question of definition of coverage group be left to State 
legislatures 

5. That there be contained a statement of policy that it is the intent 
of Congress in permitting the coverage of members of State and local 
retirement systems by social security that the retirement rights of these 
individuals be not impaired or reduced thereby. 

Very sincerely yours, 

Emit W. LunpGren, President 


oe 


DELAWARE STATE CHAMBER OF COMMERCE, INC., 
Wilmington, Del., April 22, 1954. 
; Hon. DANTEt A. REED, 
FI Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. OC. 

Dear Mr. REED: The social-security committee of this organization considered 
H. R. 7199, to amend the Social Security Act, and made recommendations to our 
committee on national legislation on certain amendments thereto. 

We approve— 

Extension of coverage but including firemen and policemen, which the bill 
excludes. 

Increase permissible earnings to $1,000 per year instead of the present 
limitation of $75 in covered employment per month. 

Suspension of benefits to retired persons while employed outside the 
United States. 

We disapprove— 

Any increase in benefits at this time. 

Increase in the tax base from $3,600 to $4,200 and future changes in the 
tax rates provided in the bill. 

Exclusion of the 4 lowest years of earnings. 

Freezing benefit rights of disabled employees. Such a provision would 
be extremely difficult to administer and would provide the opening wedge 
for disabled persons regardless of age or length of coverage. The Social 
Security Act does not contemplate payment of disability benefits. 

Thanking you to support our position, I am, with every esteem, 

Very truly yours, 


GERRISH GASSAWAY, 
Executive Vice President. 
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WESTERN CONFERENCE OF BUILDING SERVICE EMPLOYEE UNIONS, 
Oakland, Calif., April 20, 1954. 
Mr. DANIEL A. REED, 
Chairman, House Ways and Means Committee. 
House of Representatives, Washington, D. C. 

Dear Sir: At the convention of the Western Conference of Building Service 
Employee Unions, the 77 delegates from 54 local unions from the 11 Western 
States who represent 30,000 union members, passed a resolution requesting the 
passage of H. R. 7199. 

As secretary of the Western Conference, in view of that resolution, we respect 
fully request that you please vote in favor of H. R. 7199, as many of our members 
desire the benefits provided therein. 

Very truly yours, 
W. DoUcLas GELDERT, Secretary 


PHILADELPHIA 7, PA., April 22, 1954. 
Hon. DANret A. REED, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN REED: Pursuant to your communication of April 19, 1954, 
pertaining to my submission of a statement for the record of the hearings 
relating to improvement and expansion of the social-security system, I shall 
greatly appreciate consideration by your committee of this report. 

There seems to be general approval of the contemplated expansion of the 
system to cover additional persons. It should be noted that at one time 34 
million persons were covered, and then 20 million other persons were added, 
followed by another group of 5 million persons in 1951. The present intention 
seems to be to add 10 million more persons to the system. But still several 
million other old men and women will be ignored and will not be granted security 
in their old age. 


THE INEQUITIES OF THE SYSTEM 


When will it be realized that adding to the system in dribs and drabs is unfair 
and unjust to those who remain outside the system? Not to treat all persons 
equally certainly is un-American. There never will be a just solution to this 
problem until every person in the country is covered by social security. There is 
no sense in prolonging the inequity and confusion by a system which excludes 
some citizens merely because on the record they do not belong 

It should be remembered that during past years billions of dollars were paid 
into the social security and private pension funds by corporations and other em- 
ployers in behalf of their employees. (At July 31, 1953, there were 21,000 quali- 
fied private pension plans.) It is impossible to deny that those funds were 
obtained from the customers through the prices they had to pay for goods or 
services. And it is likewise true that those corporations and employers paid less 
Federal income and excess-profits taxes because social-security taxes and con- 
tributions to pension plans are deductible business expenses in the computation 
of tax liability. The customers who purchased goods and services also include 
those persons who are not covered by the social-security system. Who can deny 
that every one of the unfortunates not in the system has contributed to the 
social security and pension funds for the benefit of those who are the recorded 
members of those systems? 

As long as there remains a class of unfavored citizens, hardships will continue. 
As an illustration of what can happen, the Old Ladies’ Home of Philadelphia 
was forced to close in January of this year mainly because of the lack of assur- 
ance that the ladies would be entitled to receive social security or State publi 
assistance. Without that assurance of income the burden on the community was 
considered too great to save this 78-year-old institution. As a result of this fail- 
ure 100 odd ladies ranging in age from 70 to 94 years were dispossessed from 
their home, which caused them untold mental torture. They were good loyal old 
citizens who thought they had bought security in their old age, yet whatever 
investment they had made has now been dissipated 

For other privileged persons the path to security has been made very easy 
Under provisions of the law they need only be dnues-paying members of the sys 
tem for 18 months and they belong. Of course they must set themselves up as 
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workers in covered employment or as self-employed proprietors, but that 
easily be arranged. Before January 1, 1954, an employed person about 65 years 
of age was permitted to pay 11% percent tax on total earnings of $300 for 
full 18 months period, a total cost of $4.50, or at a rate of $0.25 per month fi 
1S months, after which that person would be eligible to receive minimum month 
benefits of $25, or $37.50 for a married couple over 65 years, for the rest of thei 
lives. For a maximum monthly benefit of $85 single, or $127.50 for a marrie 
couple, the cost at 144 percent on $5,400 earned during 1S months would total S81 
or at the rate of $4.50 per month for 18 months. The tax rate for the se 
emploved was slightly higher, being 24% percent of earnings 

Beginning January 1, 1950, about 1 million persons were classified as domesti 
workers, some with the connivance of their relatives and friends, to perform suc} 
tasks as babysitting, nursemaid, cooks, housekeepers, etc., and thus qualify for 
the system. At the same time about 5 million other persons qualified themselves 
as self-employed persons, some for the first time, in order that they could be 
come members of the system. It should be stated that the new method of ex 
panded coverage was accompanied by deceit and chiseling in some cases. It als: 
is a fact that some taxpayers in the self-employed class alter their true business 
income so that they will eventually receive maximum social security benefits 
even though it may cost a little extra income and social security taxes for 


couple years Any system which causes people to connive and chisel and engage 
in falsehood is wrong and should be changed 
Recommendations (a) To correct present inequities and discrimination 


every person not now covered who is or becomes 65 years of age should auto 
matically become a member of the social security system upon payment of the 
minimum tax cost of $6 in order to be eligible to receive minimum monthly 
benefits of $25, or upon payment of the maximum tax cost of $108 in order to be 
eligible to receive Maximum monthly benefits of $85. The cost figures are based 
on tax rates effective January 1, 1954, which are 2 percent for employees and 3 
percent for self-employed. This plan to cover every person should be made 
effective July 1, 1954. 

(b) Present funds are ample to provide for the additional payment of benefits 
this year, the current year’s excess of fund income over fund disbursements 
amounting to more than &2 billion, and the total assets in the social security 
fund now amounting to almost $20 billion. Subsequently, the fund should be 
maintained at a figure to be decided upon, by appropriations from the general 
revenue. This infers that in the future the social security system should operate 
on a pay-as-you-go basis through the Federal income tax-collection system. Al] 
taxpayers would then contribute to the support of those who reach 65 years 


EFFECT ON EMPLOY MENT 


Extension of benefits to every old person without requiring them to be em 
ployed for a minimum period of 18 months, if it is possible for them to obtain 
legitimate employment, would reduce the labor force to that extent and thus 
open the field of employment to men of younger age who are now unemployed 
and cannot find work. Reduction of the number of people seeking work is of the 
greatest importance at this time when we are turning from war production and 
decreasing the demand for labor, 

In order that the greatest number of persons can be retired by means of 
social security benefits, it is essential that the benefit be increased to an amount 
that will be adequate to properly maintain them in comfort. It is obvious that 
people cannot live on a minimum benefit of $25 per month, and even at a rate 
of $50 per month ony the bare necessities for suitable existence can be afforded. 
Only if the benefits are adequate will the old people be induced to retire from 
the labor force. Adequate benefits also would have the effect of adding millions 
of people as consumers of goods. 

Recommendation.—To accomplish desired results the monthly benefit from 
social security should be $70 or $75. Such benefits would at the same time 
eliminate the State public assistance programs for the aged, which are very 
unsatisfactory because they are based on need tests conducted by investigators 


EQUAL BENEFITS FOR WOMEN 


A provision of the law states that the basic benefit to a retired worker should 
be reduced to three-fourths if his widow later becomes entitled to the benefit 
The granting of a reduced benefit to the survivor is illogical, inconsistent, and 
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arbitrary If a man is entitled to $25 per month, why should a woman be ex 
nected to live on only $18.80 per month? Or if the man’s benefit is $44 per month, 
why should his widow be entitled to only $33 per month? Is there any authority 


that Can say a Woman should be entitled to less than a man is supposed to live 
nm? Just what type of expenditure should the woman not be allowed by a reduc 
tion of $6.20 in the minimum case, or $11 less in the second case? 

There should be no doubt that such a method of payoff is arbitrary and un- 
ust. A good illustration is the man and wife partnership in a business, where 
the wife participates to the same extent as the husband. Yet in the preparation 
of the income-tax return and the payment of the related social-security tax, the 
credit is listed on the social-security records as belonging to the husband as 
1 matter of convenience. Why then, when the time arrives that the wife be- 
omes entitled to benefits as the widow, should she have to be satisfied with only 

three-fourths share of the basic benefit? That is plainly discriminatory in 

ew of the fact that she participated equally in the business with her husband 
On general principles it is discriminatory to women in every case 

Recommendation.—Social-security benefits should be equal for both men and 
vomen, and the so-called survivors benefits should not be reduced to three- 

urths of the basic benefit 


UNQUALIFIED PERSONS 


(nother section of law provides that in certain cases the survivor upon reach 
ng 65 vears would not be entitled to monthly benefits because the worker had 
ot fully qualified, since he did not work the required number of covered quar 
ters of employment, which may have been caused by the unemployment situa- 

m, or incapacitation, or death. This causes a hardship on women who may 
survive and who under normal conditions would have been eligible for social- 
security benefits had the husband been able to continue working for the required 
length of time 

Recommendation.—To remedy such an injustice no person or his survivor 
should be disqualified from receiving monthly benefits upon reaching 65 years 
f any such person had at any time participated in the social-security system, 
no matter to what extent. This amendment should be made retroactive in order 
to reinstate any person or survivor who might have been excluded because of 
time requirements stated in the law. 

Respectfully submitted. 

JosepH A, SCHAFER 


(Thereupon at 12:50 p. m. the committee recessed subject to the call 
of the Chair.) 
(The report of the Consultants on Social Security is as follows :) 


A REPORT TO THE SECRETARY OF HEALTH, EDUCATION, AND WEL 
FARE ON EXTENSION OF OLD-AGE AND SURVIVORS INSURANCE 
TO ADDITIONAL GROUPS OF CURRENT WORKERS 


(Consultants on social security) 


LETTER OF TRANSMITTAI 


Hon. OvevtA CuLp Horry, 
Secretary of Health, Education, and Welfare, 
Washington 25, D. C 
DEAR Mrs. SECRETARY 

When you asked us to serve as consultants on social security ou referred te 
the President’s recommendation in his State of the Union Message on February 
2 that the “old-age and survivors insurance law should promptly be extended 
to cover millions of citizens who have been left out of the s l 
Che paragraph of the State of the Union Message in which that recommendation 
appears is: 


SVSTeI 








“There is urgent need for greater effectiveness in our programs, both p i¢ 
and private, offering safeguards against the privations that too often come with 
unemployment, old age, illness, and accident. The provisions of the old-age 
and survivors insurance law should promptly be extended to cover millions of 
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citizens who have been left out of the social-security system. No less importar 
is the encouragement of privately sponsored pension plans. Most important ¢ 
all, of course, is renewed effort to check the inflation which destroys so much of 
the value of all social-security payments.” 

As requested by you, we have given consideration in our study of social se 
rity to various alternatives for extending old-age and survivors insurance 
additional groups of current workers, both employed and self-employed. I 
this study we have all served as individuals and the proposals contained in tl 
report do not necessarily reflect the views of any organization with which a 
consultant may be connected. 

There is transmitted herewith a report which includes the proposals whi 
we have developed for your consideration in carrying out the President’s reco 
mendation for extending old-age and survivors insurance. 

Respectfully submitted. 

REINHARD A, HOHAUS, 
Chairman, Consultants on Social Security 


MEMBERSHIP OF THE CONSULTANT GROUP 


Mr. Reinhard A. Hohaus, Vice President and Chief Actuary, Metropolitan Lif 
Insurance Company, Chairman 

Mr. Thomas H., Beacom, Vice President in Charge of Trusts, First National Ban 
of Chicago 

Dr. Eveline M. Burns, Economist and Professor of Social Work, New York Schoo 
of Social Work, Columbia University 

Mr. Robert P. Burroughs, President and Treasurer of R. P. Burroughs Com- 
pany, Pension and Profit Sharing Plans 

Mr. Leonard J. Calhoun, Attorney at Law 

Mr. Nelson H. Cruikshank, Director of Social Insurance Activities, American 
Federation of Labor 

Mr. Wallis B. Dunckel, Vice President, Bankers Trust Company 

Miss Loula Dunn, Director, American Public Health Association 

Mrs. Katherine Ellickson, Secretary, Social Security Committee, Congress of 
Industrial Organizations 

Mr. Hugh F. Hall, American Farm Bureau Federation 

Dr. Lloyd C. Halvorson, The National Grange 

Mr. A. D. Marshall, Manager of Employee Benefits, General Electric Company 


EXTENSION OF OLp-AGE AND SURViIvORS INSURANCE TO ADDITIONAL GROUPS 01 
CURRENT WORKERS 


INTRODUCTION AND SUMMARY 


As requested by Secretary Hobby, we have given consideration to various al 
ternatives for extending old-age and survivors insurance to additional groups 
of current workers, both employed and self-employed. It is our understanding 
from the Secretary that the President wishes us to give our considered collective 
opinion, respecting each question involved, as individual citizens from varied 
backgrounds. Our conclusions, therefore, should not be interpreted as those 
of any organizations with which any of us are connected. 

In evaluating the possibility of including each additional group of current 
workers not now included, we have considered first of all the question of techni 
eal feasibility. This has involved consultation with representatives of the 
Bureau of Internal Revenue as to the practical difficulties with respect to each 
separate group in collecting the necessary tax and with representatives of the 
Bureau of Old-Age and Survivors Insurance regarding the practical aspects 
of determining both eligibility and benefit amount for the groups in question. 

We have, however, been forced to recognize that the distinction between what 
is technically feasible and what is fair, socially desirable, and in the public 
interest is useful mainly as a device for breaking down the broad subject of 
social security into divisions that lend themselves to separate study. In actual 
practice, the various phases and aspects of social insurance such as coverage, 
benefits, and financing are not separable. In complying with the request that 
we make recommendations regarding extension of coverage, it has not been 
possible for us to make a study of certain other features of the old-age and sur- 
vivors insurance program, the existence of which means that the present plan 
falls short in certain respects of providing all the various advantages which a 
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ntributory old-age and survivors insurance system can have for the country 

e objectives of this program as we understand it are: 

(a) Inelusion of all workers, employed and self-employed ; 

(b) Payment of benefits related to prior earnings and as a matter of right 

ithout a needs test; and 

c) Financing on a contributory basis. 

We have operated on the premise that participation in the old-age and sur- 

ors insurance program will prove of real benefit to the members of most groups 

current workers and that broader participation therein will be in the public 
terest. We have, therefore, tried to take into account the question of fairness, 
istice, and consistent treatment for each group considered, no matter how small 

» group or what initial difficulties would have to be overcome in administering 
he program for that group. Beyond this, we have operated on the principle that 
the solutions chosen should be directed toward (1) maintaining the long- 
established standards of honesty and objectivity in regard to individual reports 
ind benefit rights; (2) minimizing the possibility of abuses that might under 
mine public confidence in the old-age and survivors insurance program; and (¢ 

xtending coverage on a basis which will not adversely affect the protection of 
those now covered. 

In summary, we might identify our method of approach by stating that with 
respect to each group we have asked ourselves this question: ‘Taking into ac 
ount all problems involved, and the broad lines of policy which the President 
has indicated he wishes to follow, is our best judgment that an effort should 
be made to include this group?” 

* * * * * * * 

Under the coverage provisions of the Social Security Act as originally en- 
acted, about six out of ten paid civilian jobs were included. Subsequent amend- 
ments to the Social Security Act, including the major revisions made in 1950, 
extended coverage so that now about eight out of ten paid civilian jobs are in- 
cluded. Although there has been at least one cogent reason why each group 
of excluded workers has been left out in the past, we believe that it is feasible 
it this time to extend coverage to most of the jobs now excluded. 

Several of the groups for whom we recommended coverage do not raise any 
particular administrative or technical difficulty not already encountered under 
present coverage. Coverage for State and local government employees under 
retirement systems, self-employed professional persons, fishermen, and home 
workers is almost entirely a matter of policy rather than administrative or 
technical feasibility. Coverage of some of the other groups does present certain 
difficulties but we believe these can be overcome in the ways which we suggest 
in the report. The groups which present some special, but not insuperable 
problems include self-employed farm operators, hired farm workers, and do 
mestic workers. 

On the other hand, our recommendations for extension of coverage at this 
time do not include the blanketing-in of persons already age 65 or over who 
because they have not become eligible through prior work in covered employ- 
ment are not receiving insurance benefits. We have excluded this group from 
consideration in this report because their inclusion would involve very substan- 
tial modifications of the present program which would require careful and pro- 
longed study. 

Since special studies were initiated last year by Congress in regard to the 
relationship of the old-age and survivors insurance program to the Railroad 
Retirement Act and to Federal employee retirement systems, we have not in 
cluded in this report any recommendations with respect to railroad workers or 
to employees of the Federal Government and its instrumentalities who are cur- 
rently excluded. The study of the railroad retirement program and its relation 
to old-age and survivors insurance was undertaken by the Joint Congressional 
Committee on Railroad Retirement, established by S. Con. Res. 51 of the Eighty 
second Congress. The relation of old-age and survivors insurance to the Federal 
employee retirement systems is being studied by a Committee on Retirement 
Policy for Federal Personnel, consisting of the Secretary of the Treasury, the 
i Secretary: of Defense, the Chairman of the Board of Governors of the Federal 

Reserve System, the Director of the Bureau of the Budget, and the Chairman 
of the Civil Service Commission, with a Chairman (Mr. H. Eliot Kaplan) ap- 
pointed by the President. This Committee was authorized by Publie Law 555, 
Highty-second Congress. Because of these special studies, we are making no 
proposals at this time concerning railroad workers and none for 
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ployees other than one that the “free” wage credits now provided for members 
of the armed services be extended for a temporary period. It is urgent th 
this proposal for a limited extension of the $160 “free” wage-credit provisi 
receive early consideration, since the present provision expires at the end 
this year. There are no special technical problems connected with*this proposa 
Finally, in order to complete the report as speedily as possible, we have not giv 
consideration to a few special employment categories listed in Appendix A, a 
accordingly no recommendations are made for them in this report 
+ * * * * + 7“ 

We have included in the report a proposal (Number 11) for revising the 
method for computing the average monthly wage to provide that the three year 
in which earnings credits were the lowest (or nonexistent) would ordinarily bs 
disregarded but in no case shall the period over which the average monthly 
wage is computed be less than the period of time required for the worker 
Obtain fully insured status 

Our proposal is designed to meet the problem of the newly covered groups 
who under existing legislation would in many instances have substantially lower 
benefits than those already covered because they do not have wage credits it 
1951, 1952, and 19538. Our proposal solves this problem of the newly covered 
groups as part of an overall improvement in the program. It represents a recog 
nition that for the long run the present average moonthly wage provision results 
in reductions in the benefit amount for every year a worker is out of the system 
Unemployment or disability for even part of a year can now cause benetit redu 
tions. For example, to get maximum benefits a worker must now be paid at least 
$5,600 in every year after 1950 or his twenty-second birthday, whichever is late: 
Any year in which he earned less would result in his getting a benefit lower than 
the $85 maximum 

By making possible the payment of full-rate benefits where earnings were 
reduced or nonexistent in as many as three years, the proposal does away with 
the need for any special provision for the newly covered groups. At the same 
time it gives to those already covered the advantage of some future protection 
against the lowering of the average monthly wage because of periods of unem 
ployment, disability, or low earnings. For newly covered persons with no prior 
quarters of coverage the three years prior to 1954 will be omitted from the com 
putation since such persons will not have had covered earnings in those years 
any subsequent yvears with little or no earnings will count against them y 
persons now covered who contributed on earnings in years prior to 1954, on the 
other hand, up to three years (past or future) in which they have little or no 
earnings will be omitted from the computation. This recognizes the longer period 
during which such persons have been under the system 

Our proposal solves the immediate problem arising from extension of coverage 
We recognize, however, that it may be desirable for the long run to allow ind 
viduals who have been under the program for a considerable period of time to 
disregard more than three years in computing the average monthly wage. This 
is particularly important because the groups brought under coverage after 19538 
will in general be unable to utilize the three-year provision to offset future periods 
of low earnings or absence from the system. Weare not intending by our present 
recommendation to prejudge later consideration of broader proposals designed 
to solve the long-range problem of the adverse effect of periods of low earnings or 
absence from the system on monthly benefits 

It will be noted that we have not recommended a new start for newly covered 
groups similar to what was done in 1950. While we think such an arrangement 
would probably be practical if coverage were extended to substantially all 
workers now excluded we believe that our proposal is superior to the alternative 
of a series of new starts 


* e * € a 2 » 


We have not included in this report any recommendations relative to the retire 
ment test We recognize that extension of coverage will increase the number 
of anomalous situations which are created by the existing retirement test and, te 
this extent, intensify the need to find a more satisfactory retirement provision 
However, this problem, like the question of benefit levels and methods of financing 
raises broad questions relating to the system as a whole, whatever ifs coverage, 
and lies beyond the specific subjects we were asked to consider 

Nor have we included any recommendation for changing the definition of 
“wages,” designed to include remuneration (such as tips) other than that paid 
an employee directly by his employer. However, we recognize that in certain 
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employments the definition contained in the present law omits a part of the 
remuneration of some workers We have confined our report to recommendations 
relating to categories of workers Legislation aimed at coverage with all re 
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muneration included would need to take into account those types of payment 
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Appendix B contains cost estimates for the present old-ag nd su 

nee program and for the program eXpanded to iciude i sil 
employment, prepared by Robert J. Myers, Chief Act rv. Social Se I Ad 
istration. On the basis of the intermediate cost estimate shown in e append 
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ing increase in contribution income from those persons and their emy] ( 
with some but proportionately smaller increase in benefit outge his, in turt 
means that over time the contribution income will increase more than benefit 
outgo Second, extension of cove re means that there vw | be fewer ca 
Which earnings from uncovered employment are disregarded in applying the 







retirement test. 

Our proposal for a change in the method of computing the average mont! 
will, on the basis of the intermediate cost estimate, increase long-range costs 
about 0.1 percent of payroll Thus since our proposals for exte on of coverage 
Will save about 0.25 percent it is estimated that on balance our proposals taken 
together will have no significant effect on the percentage of payroll required to 
meet the costs of the old-age and survivors insurance program 
















SUMMARY 








to extend old-age and survivors in 





In accordance with the President's policy 
surance coverage, we recommend the following: 
1. Allow coverage under Federal-State agreements of members of State and 


local government retirement systems under provisions requiring that all members 











of a coverage group be brought in if any are covered. 
~. Covered self-employed professional persons on the same basis as other self 


employed now covered and cover internes by deleting the present exclusio 














services of internes in the definition of employment. 
Cover farm operators on a basis consistent with that on which other self 







employed are now covered 

$. Cover cash wages earned in hired farm work regardless of 
days the individual works for a single employer, and remove the exclusior 
workers employed in cotton ginning and the production of gum naval store 


5». Cover cash wages of domestic workers regardless of the number of days 


the number of 







the individual works for a single employer 
6. Allow coverage for ministers and members of religious orders (other than 


those who take a vow of poverty) on a basis similar to that on which other « 
ployees of nonprofit organizations may now be covered 







7. Cover employees engaged in fishing and similar activities who are now ex 
cluded 
&. Cover home workers in Stafes without licensing laws on the same basis as 







those in States with licensing laws 
9, Cover American citizens employed on vessels of foreign registry by Amet 






ican employers on the same basis as other American citizens working outside th 






United States for American employers 
10. Extend for a limited period the present provision giving “free” wage cred 
of $160 a month for service in the 












armed forces 
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11. Revise the method for computing the average monthly wage to provide th 
the three years in which earnings credits were the lowest (or nonexistent) wou 
ordinarily be disregarded, but in no case shall the period over which the averags 
monthly wage is computed be less than the period of time required for t} 
worker to obtain fully insured status 


EXTENSION OF COVERAGE 
1. STATE AND LOCAL GOVERNMENT EMPLOYEES UNDER RETIREMENT SYSTEMS 


i/low coverage under Federal-State agreements of members of State and loca 
government retirement systems under provisions requiring that all member 
of a coverage group be brought in if any are covered 

We believe that the retirement systems of State and local governments, whic! 
now cover about 3.3 million workers,* perform for Government as employer thx 
same functions as nongovernmental plans perform for private industry and 
charitable organizations by attracting and holding good employees and, on th¢ 
other hand, by making it feasible to retire individuals when appropriate. These 
functions of State and local systems are not accomplished by old-age and su 
Vivors insurance alone, but old-age and survivors insurance coverage need not 
interfere with these functions where the State retirement systems are retained 
and are appropriately integrated with old-age and survivors insurance 

The extension of old-age and survivors insurance to employees of State and 
local government retirement systems would close two major gaps in the pro 
tection now afforded such persons—the lack of adequate survivor protection and 
the lack of continuity of protection for those who move in and out of Govern 
ment service. Probably about four-fifths * of the persons covered under State and 
local retirement systems lack adequate survivor protection. Moreover, existin 
State and local staff retirement systems are designed primarily for those wh 
continue in the service of a particular unit until retirement ; the majority of thos 
who leave the service before retirement age normally forfeit any right to retire 
ment income they may have acquired and merely receive a refund of their ow: 
accumulated contributions. * Similarly, persons who enter State and local gov 
ernment employment from private industry may lose all or part of the pro 
tection they have acquired under old-age and survivors insurance. The extension 
of old-age and survivors insurance to such Government employment would fill 
these gaps in present protection. 

When coverage is extended to State and local employees who are members 
of staff retirement systems, those systems can be adjusted to supplement the 
hasic old-age and survivors insurance benefits. It has been demonstrated 
in private systems that such adjustments can be made satisfactorily and without 
loss in total retirement protection. Since the old-age and survivors insurance 
program has been established, many hundreds of employee retirement systems 
of private employers and nonprofit organizations have been made supplementary 
to old-age and survivors insurance without loss of total retirement protectior 
for the employees concerned. In many cases the protection of employees pre 
viously covered under retirement plans in private industry and in nonprofit 
employment has been considerably increased as a result of the extension of old 
age and survivors insurance and the continuance of the private plans on ar 
adjusted basis. 

While constitutional barriers preclude the Federal Government from imposing 
an old-age and survivors insurance employer contribution upon State and local 
governments on a compulsory tax basis, coverage has been made available to 
certain employees of State and local governments on a contributory basis through 
Federal-State agreements. At the present time the Federal statute permits Fed 
eral-State agreements covering employees of the States or localities who are not 
in positions covered by a retirement system but it bars the States and localities 
from bringing in employees who are in such positions. We believe that the Fed- 


‘Survey of retirement coverage of State and local government employees in the last pay 
period of October 1952, conducted for the Bureau of Old-Age and Survivors Insurance by 
the Governments Division, Bureau of the Census. The figure of 3.3 million includes 3 
million workers actually covered by retirement systems and 300,000 workers who, though 
not themselves covered, are in positions covered by retirement systems and therefore cannot 
be covered by old-age and survivors insurance 

2 Estimated by the Bureau of Old-Age and Survivors Insurance on the basis of partial 
data for State and local retirement systems 

Information furnished by the Bureau of Old-Age and Survivors Insurance 
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oyees 






eral law should be changed in order to permit the coverage of these emp! 
as well, 

There are two views as to whether, in making coverage 
groups who are under public retirement systems, it is appropriate that the 
Federal Government leave the decision to bring these employees under old-age 
and survivors insurance to the State and local governments alone, or whether 
the Federal Government should require that the decision of the State or local 
of the employees concerned, Those 


» available to employee 


government be subject to the concurrence 
onsultants holding the view that concurrence of the employees should be 
required believe that the concurrence should be expressed by a substantial 
majority of those voting. All are agreed that any provision for covering 
State and local employees should be on a basis that all members of a coverage 


group be brought in if any are covered. 

We recognize that certain groups of State and local employees such 
men and fire fighters feel that because there are hazardous and special req 
ments connected with their work, recognition has been accorded these fa: 
Therefore they hold that there should be no exten- 


as police- 
uire- 
tors 
in existing retirement plans 
sion of old-age and survivors insurance to their groups. In any case a 
I'ederal exclusion limited to these special groups would be preferable to the 
eontinued prohibition of coverage for all State and local employees under existing 
retirement plans. 


mandatory 





2. SELF-EMPLOYED PROFESSIONAI PERSONS 






Cover self-employed professional persons on the same basis as other self-em] 
et 2 


now covered and cover internes by deleting the present exclusion of 
of internes in the definition of employment 


Present law specifically excludes the following professions from the definition of 
countants (with some 





trade or business in connection with self-employment: <A: 
exceptions), architects, chiropractors, Christian Science practitioners, dentists, 
funeral directors, lawyers, naturopaths, optometrists, osteopaths, physicians, 
professional engineers, and veterinarians. Many if not all of these exclusions 
were made at the request of the groups excluded 

There are no special administrative or technical problems involved in extension 
of coverage to these self-employed persons which are not already encountered 
in the present coverage of other professional self-employed persons.‘ We propose 
that coverage be extended to persons in the professional groups now excluded on 





the same basis as other nonfarm self-employed are covered. Thus anyone with 
annual net earnings of $400 or more from covered self-employment, including 
all professional self-employment, would be included. About half a million or 


so self-employed professional persons would be covered in the course of a year. 


These professional persons would report their earnings for social-security pur 
poses annually with their income-tax reports, as is done by the self-employed 
people now covered. 

As a corollary to the inclusion of medical practitioners, we propose that the 
specific exclusion of services of internes in the definition of employment be 


ce leted. 
3. SELF-EMPLOYED FARM OPERATORS 












consistent with that on which other self 





Cover farm 
employed are now covered 





operators on a hasig 





nt 


by removing from the definition of “net earnings from self-employment” the 


the services would constitute agricultural labor.’ Thus anyone with annua 


unpublished data of the National Income Division, Department of Comn 




















We propose that farm self-employment be covered on a basis consistent ith 
the provisions now covering other self-employment. This would be accomplished 


present exclusion of income “derived from any trade or business in which, if the 
trade or business were carried on exclusively by employees, the major portion of 


net earnings of $400 or over from self-employment, including the operation of a 
farm, would be covered. 

‘Although most professional groups are now excluded, a few—writers, artists, act s 
psychologists, and so forth—are now covered 

>*Estimate made by the Bureau of Old-Age and Survivors Insurance on the basis of 
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We are advised that in the course of a year about 5 million self-employed pe 
sons are covered by present law and that over 3 million farm operators would be 
covered by this proposal.’ 

Under the provisions now in effect for coverage of nonfarm self-employed pe) 
sons, the individual, in computing his net income from self-employment on whi 
his benefits are based, Must compute his business expenses. This is requires 
for income-tax purposes, also In computing net income for social-security pu 
poses the individual is required to follow the same rules, regulations, and cd 
nitions as he follows for income-tax purposes Unless some special provisi 
were made for farm operators, the same procedure would have to be followed |} 
farm operators in computing their income for social-security purposes 

Many farm operators, however, do not have an income-tax liability becat 
after deducting expenses and other deductions from gross income their net inco 
does not exceed their personal and dependents’ exemptions Since their exe 
tions would have no application for social-security purposes, such farm op 
tors would become liable for the self-employment tax It would be desira 
therefore, to develop a simplified procedure which could be used by the sm: 
farm operator 

One possibility would be to permit a farmer who meets prescribed conditions 
report his income from self-employment for social-security purposes as some fir 
percentage (say 50 percent) of his gross receipts from farming Under 
proposal anyone wishing to report his actual expenses in computing his 
income would be permitted to do so. 

We believe that the details of some such simplified method of reporting sh« 
he worked out by the Department of Health, Education, and Welfare an 
Treasury Department in consultation with the Department of Agriculture 


4. HIRED FARM WORKERS 


Cover cash wages earned in hired farm awork regardless of the number of da 
the individual works for a single employer, and remove the exclusion o 
workers employed in cotton ginning and the production of gun naval stores 

Under present law, in order to be covered a farm worker must be “regular 
employed” by one employer and receive cash wages of $50 or more in a calendar 
quarter from that employer. The definition of “regularly employed” is com] 
cated and difficult to apply. In general, after a farm worker has worked for one 
employer continuously for an entire calendar quarter, he is “regularly employed 
in succeeding quarters if he works for that employer on a full-time basis on a 
least GO days during the quarter. Records must be kept over a substantial period 
before it is clear whether or not an individual is covered. In our opinion the 
“regularly employed” test is an unnecessary complication. 

The elimination of this test would result in the course of a vear in covering 
farm wages for about 2.7 million workers who do not now have their farm wages 
included Moreover, some of the farm workers now covered would have addi 
tional wages included if this proposal were adopted. 

To get the widest possible coverage under old-age and survivors insurance i 
would also be necessary to eliminate the $50 cash wage test in the present law 
Such a minimum cash wage test is included only for hired farm workers, domestic 
workers, and a few smaller categories and does not apply to other employees 
covered under the system. In principle we believe the elimination of such a 
test is desirable for all categories of employees. A cash wage test of $50 related 
to work for a single employer excludes some workers who would benefit from 
coverage and also prevents some workers now covered from getting credit for 
all the wages they have earned. To obtain coverage for all agricultural workers 
who would benefit therefrom would therefore require the elimination of the 
cash wage test as well as the time tests 

The major problems concerning the elimination of the cash test relate to the 
administration of the necessary benefit and tax collection provisions, with the 
attendant necessity for securing the correct names, account numbers and amounts 
of wages for agricultural workers hired for only brief periods, and the consequent 


®The 3 million figure ineludes almost all farmers who are actually in the business of 
farming and who derive the major part of their support from farm self-employment. Esti 
mates made by the Bureau of Old-Age and Survivors Insurance on the basis of data fron 
t} 1950 Census Agriculture and the 1949 Consumer Income Survey of the Census 
Bureau 
Bureau of Old-Age and Survivors Insurance on basis of data from Bureau 
onomics, Survey of the Hired Farm Working Foree, 1951 
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nerease in the reporting burden on elploye 
ment bas assured us that it belie ould be possible subst 
enforcement of the reporting requirements even if the cas 

time tests Were eliminated and has indicated that enforcement would be stren 
ened if some simplification is made in the present system of wage reporting 
It has pointed out, however, that administr: ould ower if 


est were retained In the opinion of 1 reasul 


a Ware 


I would be 
some advantages in adopting a cash wage 1 based on : pel than a 


calendar quarter. A weekly 
which an employer had to keep res 
or not. On the other hand, 

snow at the time of hire w 
quarter. 

Since in principle we believe that 
we urge the Department of Health 
Departinent to continue their 

Agriculture, of possible ime 
future without undue burden 


eX! 


m th 
Under present law workers employed in cotton ginning 
of turpentine and other gum naval stores are defined 
tural labor’ and are specifically excluded from 


essentially a commercial service which farmers use in pre 


Many of the owners of the gins are independent businessmen with 


uut any I 
connections, some are farm cooperatives, some are farm operators who gin only 


the cotton they produce, and others are farm operators who, 
sinning their own cotton, gin cotton for others as a 


in addition 

Inmercial business Ihe 
effect of the exclusion of workers who produce gum naval stores is that 
(including sales and administrative workers) employed by a manut 
turpentine are not covered by old-age and survivors insurance if the 


alt 


workers 
acturer ofl 
luanutac 

turer produces at least 50 percent of the crude gum processed. We believe that 
the specific exclusions of these two groups of employees should be eliminated 
and that the workers should be brought under old-age and survivors insurance 

No special administrative or technical problems would be involved in covering 
these two groups. 

The law also excludes from coverage workers from Mexico who are brought to 
the United States under contract for agricultural work under the Agricultural 
Act of 1949. While the provisions under which these workers are brought to 
the United States expire at the end of 1953, they may be extended. The con 
sultants are divided on what should be done in that event. 

One group of consultants believes that employers of foreign contract workers 
in agriculture should be required to pay the same tax as they would if United 
States citizens or residents were employed, even though the workers themselves 
may not be required to pay a tax and may not be entitled to benefits. T! 
believes that the social-security program should be designed 


iis group 
so as to prevent 
its providing an incentive to employ such contract workers in preference to 
United States workers. These consultants further believe that such an incentive 
would arise from extension of coverage to farm workers unless employers of 
foreign contract Workers were required to pay the same tax on the wages paid 
foreign contract workers as on those paid to domestic workers. Others believe 
that imposition of the employer tax on employers of foreign contract workers 
without giving the workers social-security credit, is a matter extraneous to ex 
tension of social-security coverage and therefore is a matter which should not be 
considered by the consultants. 


5. DOMESTIC WORKERS 


Cover cash wages of domestic workers regardless of the number of days 
individual works for a single employer 


Under present law, in order to be covered, a household worker must work 
a single employer on each of 24 days during a calendar quarter and must 
at least $50 in cash for such services. In general, under this 
hold worker is covered if she works regularly for a single employer on 
two days a week. In our opinion, the day test is an unnecessary complicat 

Elimination of the day test would bring under the program somewhere 
100,000 and 200,000 persons in addition to the somewhat 
ered under present law, and would also mean additio1 


hea 


provis ol 


ess than a million 
coverage for per 
45622—54 56 
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50.000 to 100,000 workers who are now covered on some but not all of their jobs.* 

To get the widest possible coverage under old-age and survivors insurance it 
would also be necessary to eliminate the $50 cash wage test in the present law. 
Such a minimum cash wage test is included only for domestic workers, hired farm 
workers, and a few smaller categories and does not apply to other employees cov 
ered under the system. In principle we believe the elimination of such a test is 
desirable for all categories of employees. A cash wage test of $50 related to work 
for a single employer excludes some workers who would benefit from coverage 
and also prevents some workers now covered from getting credit for all the wages 
they have earned. To obtain coverage for all domestic workers who would benefit 
therefrom would therefore require the elimination of the cash wage test as well as 
the time tests. 

The major problems concerning the elimination of the cash test relate to the 
administration of the necessary benefit and tax-collection provisions, with the 
attendant necessity for securing the correct names, account numbers, and 
amounts of wages for domestic workers hired for only brief periods, and the 
consequent increase in the reporting burden on the employer. The Treasury 
Department has assured us that it believes it would be possible to secure substan 
tial enforcement of the reporting requirements, for domestic workers as well as 
farm workers, even if the cash test were eliminated. However, it believes that 
administrative costs would be lower if a wage test were retained. In the opinion 
of the Treasury Department there would be some advantages in adopting a cash 
wage test based on a shorter period than a calendar quarter. A weekly or 
monthly test would reduce the period during which an employer had to keep 
records to determine whether a worker is covered or not. On the other hand, 
there are many situations in which an employer will know at the time of hire 
whether a worker will be paid a total of $50 in a quarter. 

Since in principle we believe that all domestic workers should be covered, 
we urge the Department of Health, Education, and Welfare and the Treasury 
Department to continue their exploration of possible methods of accomplishing 
this objective in the near future without undue burden on the employer. 


6. MINISTERS AND MEMBERS OF RELIGIOUS ORDERS 


\llow coverage for ministers and members of religious orders (other than 
those who take a vow of poverty) on a basis similar to that on which other 
employees of nonprofit organizations may now be covered 


Approximately 190,000° ministers are excluded from old-age and survivors 
insurance coverage at any one time. This figure includes not only pastors of 
churches but also ministers who are employed in other capacities (teaching and 
administration, for example) by religious organizations or pursuant to an 
assignment by a church. In addition there are about 150,000” members of 
religious orders excluded. 

In the past, proposals for coverage of ministers have been considered in the 
context of compulsory coverage, and many religious organizations were opposed 
to compulsory coverage of ministers. Many, if not most, such organizations 
probably would not oppose coverage being made available on a voluntary basis, 
such as we propose, similar to that on which lay employees of religious organi- 
zations may now be covered. Under our proposal coverage would be available 
to ministers on election by the proper administrative unit of the religious organi- 
zation and by two-thirds of the ministerial employees. 

We believe that the lay employees of a religious organization should be allowed 
coverage even though the organization does not desire to cover its ministers. 
On the other hand, an organization should not be permitted to cover its ministers 
unless its lay employees are also covered. We believe that the Department of 
Health, Education, and Welfare and the Treasury Department should consult 
the various denominations on the details of the coverage provisions for ministers 
as employees. 

’ Estimated by Bureau of Old-Age and Survivors Insurance on basis of data from un 
published survey of domestic workers included in the current population sample of the 
Burean of the Census, June 1951 

*’Number of pastoral clergymen estimated by Bureau of Old-Age and Survivors Insurance 
on basis of 1950 Population Census Data. Number of nonpastoral clergymen estimated by 
Bureau of Old-Age and Survivors Insurance on basis of data in National Council of 
Churches, Yearbook of American Churches, 1951, 


1 Estimated by Bureau of Old-Age and Survivors Insurance on basis of data in National 
Catholie Directory, 1952. 
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We are not now recommending coverage for members o lig yrders who 
are required to take vows of poverty. (Most members of monastic and other 
religious orders are required to take such vows.) We believe that the Depart 
ment of Health, Education, and Welfare and the Treasury Department should 
consult with the denominations involved and give further cons ation to the 
question of whether coverage should be made available to this group Many 
of the members of religious orders receive no cash remuneration for their serv- 
ices, and the Bureau of Internal Revenue has ruled for income-tax purposes that 
even if payment is made for services of a member who has taken a vow of poverty, 
the payment is not his personal income but is income of the orde Thus if 
coverage were to be extended to this group it would have to be on the basis of 
a presumed income. Moreover, the members of religious orders frequently live 
in communal homes where the olders members receive support and continue 
to perform whatever duties they can. 

We are not now recommending coverage of self-employment income which 
clergymen derive for the performance of religious duties. This, too, seems to 
us a matter for further exploration by the departments and the denominations. 

Under present provisions of law applying to lay employees of religious organi 
zations, once an organization and two-thirds of the employees have elected 
coverage all new employees of the organization must be covered. There are two 
views as to how new ministerial employees of an organization which has elected 
coverage should be treated. One view is that the rule applying to lay employees 
should be applied to ministers also, on the ground that to do otherwise would 
permit voluntary election of coverage by the individual ministers. Under a 
program such as old-age and survivors insurance, which in many cases, especially 
in the early years and for workers with large families, pays benefits considerably 
in excess of the value of contributions, the opportunity for individual voluntary 
coverage is likely to have serious effects on the financing of the program if made 
available to any large number of people. The group of consultants which holds 
the view that on this point the rule applying to lay employees should be applied 
to ministers also is opposed in principle to individual voluntary coverage and 
does not believe it should be prov ded for ministers 

The other view is that if any class of individual is to be all lect to 
stay outside of old-age and survivors insurance coverage this freedom to choose 
should be extended to ministers and its effectiveness should not be affected by 
transfer from one congregation to another. Resistance to coverage on the part 
of some ministers is considered by them to be a matter of principle. To meet 
this latter view it has been proposed that if a minister elected to be covered, 
he would be covered whenever he worked for an organization that had also 
elected coverage. A minister who had not elected coverage would not be coy 
ered no matter what action his employing organization had take! Those hold 
ing this view point out that in any case the minister would not have the ele 
to come into the system unless the employing organization has similarly el 


7. EMPLOYEE FISHERMEN NOT NOW COVERED 


Cover employees engaged in fishing and similar activil 


Most fishermen are now covered under old-age and sui 
as employees or as self-employed persons. Of the 160,000 
in fishing and similar activities, however, about 30,000 ~ e1 
because they are not employed on vessels of more tbh 
engaged in the catching of halibut or salmon for commercial purposes 
of the excluded employees work on the smaller vessels; others perform services, 
such as clam digging, which do not require them to serve on vessels.“ When 
old-age and survivors insurance was extended to most employee fishermen in 
1939, the Congress excluded these groups at the request of certain employers, 
primarily employers in the shrimp industry. In 1950 the employers of these 


1 Fish and Wildlife Service, Department of the Interior: Fishing Statistics of the I 
States, 1949 
12 Estimates made by the Bureau of Old-Age and Survivors Insurar 
from the Fish and Wildlife Service, Department of the Interior 
The -exclusion in question reads as follows: “Servi 
catching, taking, harvesting, cultivating, or farming of any kind 
seaweeds, or other aquatic forms of animal anc -cetable life 
performed in connection with the catching or taking of salmon 
purposes, and (B) service performed on or in connection with a vessel 
tons ? 
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workers were themselves brought under old-age and survivors insurance 
self-employed persons 

We have been advised that most of the fishermen now excluded from cover 
age work on a share arrangement, as do most fishermen who are now covered 
We are also advised that many fishermen are engaged during part of the year 
in fishing activities covered by old-age and survivors insurance and part of the 
year in fishing that is not covered.“ It appears that the evaluation of a fisher 
man’s share of the cate 
per uliar to the group working on the smaller vessels We are not aware of an 


h for social-security purposes shouid present no problen 


other technical or administrative reasons for the continned exclusion of th 
group 


8 HOME WORKERS 


Cover hove orkers in Ntates thout licensing 


in. States with licensing lau 


Home workers who have the statu iploy under the usual commot 
rules applicable in determinin mployer-employee relationship are covered 
ill States At present home workers in Stutes w licensing laws who do 


law rules are also considered 


have employee status under usual common 


ployees for purposes of 
meet the following conditions 
that the work be performed at home according to specifications of 
person for whom it is performed 
that the work be performed on materials or goods furnished by such person 
that the worker be paid cash wages of $50 or more during a calendar qua 
ter for his services for the particular employer ; 

4. that the services as a home worker be subject to licensing requirement 

under State law 

Only 15 States have licensing laws. Moreover, since some of the State licensing 
laws are not generally applicable to all home workers, even home workers meet 
ng the other conditions listed above for coverage as employees are not necessarily 
covered as employees in those States, 

We propose that home workers in States without licensing laws be covered o1 
the same basis as those in States with licensing laws, so that employee covera 
will be extended to home workers who meet the other conditions for coverage 
now in the statute, irrespective of the State in which the individual is located 
If the $50 quarterly cash wage test now imposed as a condition of coverage of 
domestic and farm workers is removed, we would propose that it also be removed 
from the above conditions for home workers. Home workers who would not have 
employee coverage would continue to be subject to the self-employment coverage 
provisions on the same basis as other self-employed persons, 


coverage under old-age and survivors insurance if they 


AMERICAN SEAMEN EMPLOYED ON FOREIGN-FLAG VESSELS BY AMERICAN EMPLOYERS 


Cover American citizens employed on vessels of foreign registry by Americar 
emplouvers on the same basis as other American citizens working outside the 
United States for American employers 


The 1950 amendments extended old-age and survivors insurance cover: 
most United States citizens working outside the United States for American 
employers The law as it existed prior to the 1950 amendments, however, 
excluded from coverage seamen working outside the United States on vessels 
of foreign registry, and, possibly through an oversight, this exclusion was not 
amended, so that the provision covering American citizens who work outside 
the United States for American employers did not extend coverage to American 
seamen working for American employers on vessels of foreign registry. While 
there are few people affected by this exclusion, it would seem desirable to remove 
the exclusion and treat all American citizens employed outside the United States 
on a consistent basis 

The definition of “American employer” now contained in present law, which 
would be applied in determining coverage on vessels of foreign registry, in 
cludes an individual who is a resident of the United States, a partnership if two 
thirds or more of the partners are residents of the United States, a trust if all 
of the trustees are residents of the United States, or a corporation organized 
under the laws of the United States or any State. The only seamen who would 


‘Information furnished b; ! ; au of d-Age and Survivors Insurance 
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be covered would be those employed by such ‘‘American employers 
advised by the Treasury Department that there are no cial problen 
jurisdiction or administration involved in this proposal 


10. EXTENSION OF “FREE” WAGE CREDIT PROVISIONS FOR MEMBERS O} \RMED FORCES 


RKatend for a limited period the present provision 9g g ’ arage credits of 


$160 a month for service in the armed forces 
Members of the armed forces are now given “free wage credits of $160 
month for service any time after September 16, 1940, and prior to January 1, 
1954. We believe that this temporary provision should be extended pending 
permanent solution of the problem of old-age and survivol! nsurance coverage 
for the armed forces 

Old-age and survivors insurance coverage for this group on a mandator 
contributory basis is now under consideration by two separate Committees 
Che Committee on Retirement Policy for Federal Personnel, consisting of the 
Secretary of the Treasury, the Secretary of Defense, the Chairman of the 
Board of Governors of the Federal Reserve System, the Director of the Bureau of 
the Budget, and the Chairman of the Civil Service Commission, with a Chairm: 
(Mr. H. Eliot Kaplan) appointed by the President, is making a study of 
retirement systems for all Federal personnel” (including the military reti 
systems) and their relation to old-age and survivors insurance. A Special Com 
mittee on Survivors’ Benefits, representing each of the four services in the De- 
partment of Defense, has recommended to the Director of Personnel Policy in 
the Department that the armed services be brought into old-age and survivors 
insurance coverage, but the Department has not yet taken a position on the 
question. We believe that consideration of permanent contributory coverage of 
the armed forces should await the results of the studies of these two groups. We 
propose as an interim measure, pending a plan tor contributory coverage 
extension of the “free wage credits for a limited period 


11. REVISED METHOD OF COMPUTING THE AVERAGE MONTHLY WAGE 


Revise the method for computing the average monthly wage to provide that the 
three years in which earnings credits were the lowest (or nonewristent) 
would ordinarily be disregarded but in no case shall the period over whieh 
the average monthlin wage is computed be less than the pertwod of time 


required for the worker to obtain fully insured status 


Our proposal is designed to meet the problem of the newly covered groups, who 
under existing legislation would in many instances have substantially lower 
benefits than those already covered because they do not have wage credits in 1951, 
1952, and 1953. Our proposal solves this problem of the newly covered groups as 
part of an overall improvement in the program. It represents a recognition that 
for the long run the present average monthly wage provision results in reductions 
in the benefit amount for every year a worker is out of the system. Unemploy 
ment or disability for even part of a year can now cause benefit reductions. For 
eXample, to get maximum benefits a worker must now be paid at least $3,600 in 
every year after 1950 or his twenty-second birthday, whichever is later. Lowet1 
earnings in any year would cause his monthly benetit to fall below the S85 maxi 
mum. 


By making possible the payment of full-rate benefits where earnings were r¢ 


duced or nonexistent in as many as three vears, the proposal does away with the 
need for any special provision for the newly covered groups At the same 
it gives to those already covered the advantage of some future protection against 
the lowering of the average monthly wage because of periods of unemployment 
disability, or low earnings 
For newly covered persons with no prior quarters of coverage the three years 
prior to 1954 will be omitted from the computation since such persons will not 
have had covered earnings in those years; any subsequent years with little or 1 
earnings will count against them. For persons now covered who contributed on 
* Because the provisions 
to make certain technical 1 
to introduce an exception 
the period over which the 
acquiring fully insured st 
not a multiple of one year 
viding that in no case woul 
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earnings in years prior to 1954, on the other hand, up to three years (past or 
future) in which they have little or no earnings will be omitted from the compu- 
tation. This recognizes the longer period during which such persons have been 
under the system. 

If, for example, an individual who is newly covered in 1954 with no earnings 
reported for 1951, 1952, and 1953 retires in January 1957, having earned $3,600 
during each of the years after 1954, his three years of no earnings after 1950 
would be disregarded and he would become eligible for the $85 maximum benefit 
At the same time, an individual who contributed on earnings in the years prior 
to 1954 would also benefit through the disregarding of the lowest three years. 
An example is that of an individual with reported earnings of $3,600 from 1951 
through 1956 who becomes disabled in 1957 and reaches 65 in 1960. If, in the 
first year of his disablement, he earned less than $3,600 and was unable to work 
at all in 1958 and 1959, the last three years would be disregarded. He would 
thus be eligible for the $85 maximum at age 65. 

Our proposal solves the immediate problem arising from extension of coverage 
We recognize, however, that it may be desirable for the long run to allow indi 
viduals who have been under the program for a considerable period of time t 
disregard more than three years in computing the average monthly wage. This 
is particularly important because, as indicated, the groups brought under cover- 
age after 1953 will in general be unable to utilize the three-year provision to 
offset future periods of low earnings or absence from the system. We are not 
intending by our present recommendation to prejudge later consideration of 
broader proposals designed to solve the long-range problem of the adverse effect 
of periods of low earnings or absence from the system on monthly benefits. 

Dropping out the lowest three years will ordinarily leave a period of at least 
several years over which to compute the average monthly wage. For example, 
a person who attains age 65 at the beginning of 1971 would, under present law, 
have his average wage computed over at least the period of 20 years from the 
new start date of January 1951 through 1970. Thus, the dropping out of three 
years would leave a 17-year period over which the average was computed. How- 
ever, some persons retiring in the near future may, under present law, have their 
benefits based on a period as short as one and a half years. To drop out three 
years in such cases would leave no period at all over which to compute the aver- 
age. Some limitation on the dropping out of three years is therefore needed. 
We are proposing a limitation such that in every case the average monthly wage 
would be computed over a period at least as long as that required for the attain- 
ment of insured status. 

Our proposal would result in dropping out less than three full years in com- 
puting retirement benefits only in the case of persons who will attain age 65 
before 1957. For all persons who reach age 65 in 1957 or thereafter, three years 
could be disregarded without reducing the period over which the average wage is 
computed to less than that required for attaining insured status. On the other 
hand, a person who attained age 65, let us say, in January 1955 would need the 
equivalent of two years of coverage in order to be insured. In computing his 
average monthly wage from the 1951 starting date, since two of the four elapsed 
years must be retained, only two years may be disregarded.” 

We have been advised by the Bureau of Old-Age and Survivors Insurance that 
although it would not be practical to recompute individually benefits for the over 
5 million persons now on the rolls for the purpose of dropping out the lowest three 
years of earnings, our proposal is practical for future benefit computations. 


APPENDIXES 
APPENDIX A. EMPLOYMENT CATEGORIES FOR WHICH NO RECOMMENDATIONS ARE MADE 
In order to complete the report as speedily as possible, the consultants have 
not given consideration to extension of coverage to the following special employ- 
ment categories now excluded, and accordingly no recommendations are made 
for them in the report. 
Students and Student Nurses 


Services performed by a student or student nurse for the school, college, uni- 
versity, or hospital in which he is enrolled and domestic services performed in 


% The limitation on the dropping out of three years will have a continuing effect in the 
average wage computation for the purpose of survivor benefits in the relatively few cases 
where death of the insured worker occurs before age 27. 
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local college clubs or local chapters of fraternities or sororities by students are 
specifically excluded from old-age and survivors insurance coverage. 


Family Employment 
The 1939 amendments exclude service performed by an individual in the 
employ of his son, daughter, or spouse, and service performed by a child under 


21 in the employ of his father or mother. 


Employees of Foreign Governments 
The United States Government, of course, cannot impose the employer tax of 
the program on a foreign government. The exclusion of the employees of 


foreign governments from compulsory coverage must therefore be continued 


Vewsboys Under Age 18 
The present law excludes newsboys under age 18 whether they work as em- 
ployees or as self-employed newsvendors. 


Alien Residents of the United States Working for American Employers in Foreign 
Countries 
Citizens of the United States working for American employers in foreign 
countries are covered by old-age and survivors insurance, but alien residents of 
the United States working under the same conditions are not. 


Service for International Organizations 

Employees performing service for international organizations entitled to cer 
tain privileges under the International Organizations Immunities Act are 
excluded from coverage. 


APPENDIX B. COST ESTIMATES FOR UNIVERSAL COVERAGE 


New cost estimtaes for the present old-age and survivors insurance program 
have just recently been developed to take into account the considerable change 
in economic conditions during the last few years and the additional actuarial 
and statistical data available from operating experience and from the 1950 census. 
These cost estimates have been expanded so as to present data on the cost of the 
present benefit provisions with universal employment coverage. These cost esti- 
mates are based on assumptions of continued high employment and also of level 
earnings (somewhat below the present levels in both instances). 

Estimates of future costs of the old-age and survivors insurance program are 
influenced by many factors difficult to determine. Accordingly, underlying as- 
sumptions may well differ widely and yet be reasonable. Among the many as- 
sumptions used, the following are perhaps the most important : 

(a) Mortality.—Mortality rates by age have been improving steadily since 
the turn of the century for both sexes and for virtually all ages up to age 60. 
Although there was relatively little change above that age during the first four 
decades, during the past decade there has been significant improvement. In the 
low-cost assumptions, some improvement in mortality rates at all ages is as- 
sumed. However, in the high-cost assumptions, considerably more improvement 
is assumed. 

(b) Retirement Rates.—The program has been in effect too short a time to 
give completely conclusive evidence as to probable future retirement rates. 
Since relatively little is known on this subject from a long-range standpoint, the 
estimates are based on two widely different assumptions so as to indicate the 
range of possibilities. These assumptions, however, have been based to a cer- 
tain extent upon the actual claims data developing over the past few years 
Under the low-cost estimate, after a period of years it develops that about 60 per- 
cent of the men age 65-69 and 80 percent of the women of those ages who are 
eligible to receive benefits would actually draw them by reason of ceasing sub- 
stantial covered employment. For the high-cost estimate, the corresponding fig- 
ures are 75 percent for men and 90 percent for women. For ages 70-74, the pro- 
portions are correspondingly higher, while, of course, beyond age 75 all eligible 
persons may receive benefits regardless of employment. In the early years all 
these figures are materially lower since more of those eligible have recently been 
in employment and thus would be more likely to continue to work. 


17 We have been informed that the Department of Health, Education, and Welfare and 
the State Department are exploring the possibility of covering by voluntary agreement 
United States citizens employed in this country by foreign governments 

8 Prepared by Robert J. Myers, Chief Actuary, Social Security Administratior 
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(c) Employment The estimates of future costs assume that the general lev« 
Of employment will be relatively high, although somewhat below conditions pre 
Vailing at the end of 1952 

(d) Harnings Level The estimates are based on level earnings assumptior 
slightly below the present levels. If in the future the earnings level should he 
considerably above that which now prevails, and if the benefits for those on th 
roll are at some time adjusted upward so that the annual costs relating to pay 
roll will remain the same, then the increased dollar outgo resulting will offset 
the increased dollar income, This is an important reason for considering cost 
relative to payroll rather than in dollars. Under the assumptions used, with the 
33,600 maximum wage base, four-quarter male workers have averaye earnings 
of 52,980 per year, while for women the corresponding figure is $2,630 

lurther details as to the mortality and other demographic assumptions may be 
obtained from Actuarial Study No. 33, while a fortheoming Actuarial Study wi 
give more details in regard to the cost estimates themselves and the various 
assumptions made. 

It should be emphasized that the universal coverage assumed for the purpos 
of the cost estimates given in this memorandum goes beyond the proposals being 
made in this report. If coverage were extended only as far as definitely re¢ 
omended by the consultants (or in other words not to the armed forces or Fed 
eral civilian employees under a retirement system), the cost estimates therefor 
would lie roughly midway between those shown for present coverage und those 
for universal coverage. 

The cost estimates for expanded coverage have been based on the assumption 
that some provision would be made for removing the handicap of the newly 
covered groups as to the method for computing the average monthly wage, and 
thus the benefit amount. Although such a provision would probably not be limi 
ted exclusively to the newly covered groups, it was assumed that it would ‘wash 
out” over the long-range future. If, however, a provision is adopted which 
will have some permanent and long-range effect, there would be some increase in 
cost over the figures shown in this report. For instance, if the average monthly 
wage is to be computed as at present except that the three years that have the 
lowest amount of earnings are eliminated from the computation, the cost shown 
would be increased somewhat, roughly, in the neighborhood of 0.1 percent of 
payroll on a level-premium basis. 

One other factor in regard to extension of coverage should be mentioned, 
namely, that insofar as financial relationships are concerned, railroad employ 
ment is now covered by the old-age and survivors insurance system as a result 
of the Railroad Retirement Act Amendments of 1951. Now all survivor and re 
tirement cases involving less than ten years of railroad service (as well as some 
survivor cases with tem or more years of service) are to be paid by the old 
age and survivors insurance system. Financial interchange provisions are estab 
lished such that the old-age and survivors insurance trust fund is to be in the 
same financial position as if there never had been a separate railroad retirement 
program. The net effect will probably be a relatively small gain to the old-age 
and survivors insurance system, since the reimbursements from the railroad re 
tirement system will be somewhat larger than the net additional benefits paid on 
the basis of railroad earnings. The long-range costs developed here are on the 
basis that all railroad employment is covered employment. The balance in the 
fund thus corresponds to the actual situation arising. The contribution and 
benefit figures, however, are slightly higher (roughly 5 percent) than the actual 
operating figures will show, This is the case because the f 
clude both the additional contributions which would have 
railroad employment were covered employment, and the additional benefits that 


vures shown here in 


been collected f 


would have been paid under such circumstances 

Table 1 compares benetit costs both in dollars and relative to pay roll for pres 
ent coverage and for universal coverage. The level-premium cost figures are 
based on two interest rates, 24% percent (close to the current average for trust 
fund investments) and 2° percent so as to show the effect of higher rates (inter 
est rates on which investments are based are rising rapidly, and when the major 
portion of the fund is reinvested at the end of June 1953, it will probably be at 2% 
percent or possibly 2% percent). In considering the increases in the amount of 
benefit payments, it should be kept in mind that the covered pay roll is about 25 
percent higher under universal coverage than under present coverage The 
henefit disbursements over the vears under universal coverage would be about 10 
20 percent higher than those for present coverage. It would be anticipated that 





SOCIAL SECURITY ACT AMENDMENTS OF 1954 877 


henefit disbursements would not increase proportionately with taxable pay roll 
If coverage is broadened, the cost of the program relative to pay roll decreases 
two reasons. First of all, under limited coverage those who move in and out 
of covered employment have low average monthly wages in covered employment 
nd receive the advantage of a formula weighted in favor of those with low 
iverage wages (the benefit formula is 55 percent of the first $100 of avers 
monthly wage but only 15 percent above Under extended coverage, their 
1 covered employment will be create) This means a corresponding incre: 
contribution income from those persons and their employers, with some but 
portionately smaller increase in benefit outgo. This, in turn, means that over 
the contribution income will increase more than benefit outgo. Second, e 
sion of coverage means that there will be fewer cases in which earnings 
incovered employment are disregarded in applying the retirement test 
On a level-premium basis the reduction resulting from these two factors under 
universal coverage amounts to about 0.3 pereent of payroll for the low-cost 
estimate, about 0.6 percent for the high-cost estimate, and about 0.4 pereent for 
the intermediate-cost estimate. The extension of coverage recommended in 
this report would result in a reduction in the level-premium cost of the prograt 
by about 0.25 percent of payroll on the basis of the intermediate-cost estimates 
Table 2 considers the breakdown of the aged population into those receiving 


d-age and survivors insurance benefits or being supported by earnings, ant 


others. This is of significance in considering proposals for extending coverage 
and for “blanketing-in” the current aged. The figures which have been developed 
are based in large part upon the previous cost estimates, although certain other 
estimates had to be made which are somewhat tentative and preliminary in 
nature ; 


2 relates to both present coverage and universal 

present time, somewhat less than 60 percent of the aged are 

and survivors insurance benefits or earnings (including wives « 

proportion will gradually rise to about 85-90 percent in the next 25 years under 
present old-age and survivors insurance coverage and to 90-95 percent under 
universal coverage. After that time, there will be a further slow increase to 
an ultimate figure of close to 100 percent for universal coverage and close to 95 
percent for present coverage. At the present time, almost 75 percent of the men 
ure receiving benefits or earnings while for women, the corresponding figure is 
only about 45 percent. However, by 1980, the ratio for women will be quite 
close to that for men. This difference in the proportions for men and women is, 
of course, largely explained by the continued presence of a large number of 
widows whose husbands died without being insured under the old-age and sur 
vivors insurance program. 

Table 3 shows the progress of the trust fund under the present coverage, using 
214 percent and 2% percent of interest. Under the low-cost estimate, the fund 
builds up steadily, reaching in the year 2000 about $130 billion for the 244 percent 
interest assumption and $160 billion for 2%4 percent and continues to grow there 
after. For the year 2000, the benefits and contributions are roughly equal and 
although benefits increase more rapidly than contributions thereafter, interest on 
the fund would more than take care of this difference. 

Under the high-cost estimate, the trust fund builds up to a maximum of about 
$40 billion in 1975-80 for 244, pereent interest and $47 billion in 1980 for 
percent interest and thereafter declines, being exhausted about 20 years late 
Under this estimate, contributions generally exceed benefit payments plus 
administrative expenses until about 1975, although for 1958 and 1959 there is a 
slight excess of benefits over contributions (these are the last two years that the 
+ percent combined contribution rate is in effect) and the same situation also 
holds true for 1963 and 1964 (the last two years on the 5 percent combined rate) 

Under the intermediate-cost estimate, at 214 percent interest the trust fund 
builds up to a maximum of abuot $65 billion in 1985 and declines slowly there 
after to about $55 billion in the year 2000. At 234 percent interest, the cor 
responding figures are a peak of about $80 billion in 1990, and $77 billion in 
2000. Carrying the cost estimates out beyond the year 2000, the trust f 
ontinues to decrease until it is exhausted many vears later 

Table 4 shows the progress of the trust fund under universal coverage 
2% percent and 2% percent interest. Since the cost of the program rel 
to payroll is lower than for present coverage and nee the dollar 
involved are larger because of more persons being covered, the resulting 


fund figures are higher, and in any cases where the ist fund reaches 


t 





SOCIAL SECURITY ACT AMENDMENTS OF 1954 


mum and declines, this point is at a higher amount and is further off in t 
future than the corresponding figures in Table 3. Under the low-cost estimats 
the fund builds up steadily reaching about $190 billion in 2000 at 2% perce 
interest and $225 billion at 2%, percent interest, and continues to grow thers 
after. For the year 2000, contributions are roughly 5 percent higher than bene 
payments. Although thereafter benefits increase more rapidly than contril 
tions and after about 20 years become larger, interest on the fund more tha 
takes care of this difference. 

Under the high-cost estimate, the fund builds up to a maximum of about $ 
billion in 1980 at 214 percent interest and to about $75 billion in 1980-85 a 
2%, percent interest and thereafter declines, being exhausted shortly after 2000 
Contributions generally exceed benefit payments plus administrative expenses 
until about 1975. 

Under the intermediate-cost estimate, the fund builds up steadily over tl 
next 50 years reaching about $105 billion in 2000 at 214 percent interest and abo 
$135 billion at 2% percent interest. Thereafter the fund grows more slov 
and for 214 percent interest eventually reaches a maximum and then declines 


TABLE 1.—Comparison of cost of OASI system for present. coverage and 
universal coverage 


Benefit payments (millior 


Present Uni é Percent 
coverage ‘OVE 3 in cost coverage 


Low-cost estimate 


1960 
1970_.. 
1980 
2000 
2050 


Level-premiur 


At 214-percent interest 
At 234-percent interest 


High-cost estimate 


1960 $6, 166 $6, 81 | $648 | 
tg 913 1,718 | 
1980 = 2. 368 
2000 16 7 2, 570 
2050 2, 65: 25 3, 004 
Level-premium 

At 244-percent interest 

At 244-percent interest 


Intermediate-cost estimate 


1960 $5 $6, 344 $629 4.10 

1970 4 9, 845 7 5. 26 

1980) 11, 116 13, 33 2’ 915 ; 40 

2000 819 57 > 30 

2050 22. 302 "7 3° 47 ' 7 oR 

Le vel-premium 
At 2\4-percent interest . 6.15 
At 2%-percent interest aa 6 82 


1 Level contribution rate (based on interest rate shown) for benefit payments after 1952, taking int 


account the accumulated funds at the end of 1952 and future administrative expenses, and assuming that 
after the year 2050 benefit payments and taxable payroll are level (actually the relationship between bene 
i payroll is virtually constant after about 2020 


yn average of the dollar costs under the low-cost and high-cost estimates 


in this table are based on the cost estimate involving high-em ployment assum pticr 


1 of meaning of these figures in regard to financial interchange provisions with rail- 
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TABLE 2.—Aged persons receiving OASI benefits or supported by earnings com 


pared with total aged population, present coverage and universal coverage 


(In millions of pe rsons 


Low-cost est 


1953 
1955 
1960 
1970 
1980 


High-cost estims 


1953 
1955. 
1960 
1970 
1980 


*Not available. 
* As used here, ‘“‘earnings’”’ includes earnir 


NotTe.—The figures in this table 
See text for explanation of meaning 
road retirement system 
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TABLE 3 Progress of OASI Trust Fund for present coverage (in 


future 


because 


1 and also tua 
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Progre ss of OANI Trust Fund for universal coverage (in millions) 


etiremer! Vstem 


(The following letter was later received by Mr. Curtis of Missouri 


h respolse to his questions on the subject of increasing the wage 
base :) 


APRIL 29, 1954 

DEAR CONGRESSMAN CURTIS: This letter is in response to the questions you 
raised during the hearings on H. R. 7199 about the philosophy underlying the 
proposal to raise the maximum creditable earnings under old-age and survivors 
insurance from $3,600 to $4,200 

The major reason for this proposal is to maintain the principle of old-age and 
survivors msurance (as embodied in the statutory benefit provisions) that bene 
fits should, within limits, vary with the individual’s previous earnings. Since 
the program is designed to partially replace earnings lost because of retirement 
or death, it follows that the basic factor in the determination of benefit amount 
should be the level of those earnings. Over three-fifths of the male wo! 
regularly covered by the program now earn more than $38,600, the maximum 
amount counted for benefit purposes. It is our opinion that if the principle 
that benefits should vary with earnings is to be maintained 
above the $3,600 limit must be counted toward ts 


ers 


, additional earnings 
benefi It follows that those 
who earn above that amount should receive higher benefits than 
earnings are smalle 


those whose 


In considering benefit increases for workers who e: more than 83.600, we 
should take into account the fact that earnings abo $3,600 do 
present conditions, mark a man as high paid but are typical earni 

. 


sections. of commerce and industry. Average anni full-time earnings 


not Inder 
Ss in 


Source U.S. Department o ommerce, Office 


Dusiness, February 1954, p. 1 
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manufacturing industries in 1953 were about $4,000. The average for mini: 
was about $4,400 and for transportation, almost $4,400. Of course skille 
workers in any industry earn more than the average for the industry 

For workers who have earned maximum wages under the program, the ben: 
fit increases in the amendments of 1950 and 1952 did not quite compensate f 
the increase in prices which has taken place since the benefit levels were 
in 19839. No recognition has been given to the substantial increase in the le 
of living as measured by the extent to which increases in wages have exceede 
increases in prices. Under the formula provided in the 1939 law, a worker \ 
earned maximum wages under the program would now be getting a benefit 
$46.80. The increase in prices since 1939 has been such that this benefit 
$46.80 would now need to be over $90° (rather than the $85 provided by preset 
law) in order for this retired worker to buy the same level of living that v 
contemplated by the 1939 act. If benefits were to be increased in proportion 
the increase which has occurred in wages, this benefit of $46.80 would now nex 
to be somewhat over $110 a month.’ H. R. 7199 would raise the benefit for 
worker earning the maximum creditable wages to $108.50. 

One might well ask why such an increase should not be given simply by : 
change in the formula without increasing the wage base. The answer to this is 
twofold: 

(1) If benefits for workers who earn above the maximum are increased simply 

by a change in the formula, the result would be that all such workers receive 
the same benefit amount. This is inconsistent with the basic principle of th« 
old-age and survivors insurance program that benefits vary with past earnings 
Already we have begun to depart substantially from this principle as a result 
of the present maximum wage base. Over one-fourth of the retired men whos¢ 
old-age and survivors insurance benefits have been computed on the basis of 
their earnings after 1950 are receiving the $85 maximum. Altogether, almost 
one-half are receiving benefits at or within $10 of the maximum. These retired 
workers are getting about the same benefit not because their earnings have bee 
the same but because the $3,600 maximum is too low to reflect the differences 
in their earnings. 
(2) If benefits were to be raised for workers earning more than the present 
maximum without increasing the wage base, the money needed to pay for their 
substantially greater protection would have to be secured from an increase in 
the contribution rates applicable to all workers under the system. We believe 
that increased benefits for persons earning over the present maximum should 
be financed from increased contributions paid by workers at this earning level 
and by their employers. 

As you are aware, to increase the wage base does have the effect of reducing 
the cost of the old-age and survivors insurance program as measured in terms 
of percent of covered payroll. Under our benefit proposals, workers who earn 
about $3,600 will receive in protection the full value of their increased contribu 
tions even at the ultimate contribution rate. However, because not all of the 
increased employer’s contribution is necessary to cover the cost of the increased 
benefits to those earning above $3,600, the rise in the base results in a net saving 
to the system. I would like to make absolutely clear that this saving is a 
byproduct of the increase in the base and is not the purpose of our recommending 
such increase 

The question has been raised why the wage base should be increased to $4,200 
rather than to some other figure. In following our recommendation to raise 
the maximum wage base to $4,200, the Congress would be restoring the situation 
to what it was at the time of the 1950 amendments to the Social Security Act. 
These amendments raised the earnings base to $3,600. In the year the amend- 
ments were enacted, 36 percent of the regularly covered male workers earned 
above $3,600. In 1951, the first year the $3,600 base was in effect, 48 percent of 
the regularly covered male workers earned above the new creditable maximum. 
The provisions in H. R. 7199 to raise the earnings base to $4,200 would have 
been resulted in 1953 in about the same proportion of covered workers (43 per- 


Source: U. S. Department of Labor, Bureau of Labor Statistics, Consumer Price Index 
The index for February 1954 is 192.3 as compared with 99.4 in 1939, an increase of about 
93 percent 

On the basis of estimates prepared by the Office of Business Economics of the U. S 
Department of Commerce, the 1953 average annual full-time earnings of wage workers in 
all industries were 284 percent of such earnings in 1939. If this increase were appiled to 
the benefit of $46.80 computed under the 1939 formula, the 1953 equivalent benefit would 
be $132 However, we estimate that wage workers at the $250 monthly wage level in 
1939 experienced less of an increase than the average We estimate that the 1953 earnings 
equivalent for such workers was slightly less than 2% times the 1939 wage 
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ent) with earnings above the creditable maximum as was the case at the time 

the 1950 amendments. A failure to raise the wage base to $4,200 would mean 
that rising wages have been allowed to negate the decision the Congress made in 
1950. 

In conclusion, I would like to emphasize that we believe it is very important 

r the old-age and survivors insurance program to continue to be designed as a 
base to which a worker may be expected to add income from private pensions and 

rsonal savings. We do not believe that to increase the wage base to $4,200 

ould in any way conflict with this concept of the program Che increase to 
$4,200 is necessary merely to maintain the relationship which the Congress de- 
cided upon at the time of the 1950 amendments. 

The Advisory Council on Social Security appointed by the Senate Finance 
Committee of the SOth Congress considered the issues connected with raising the 
old-age and survivors insurance wage base. Their report (pp. 64-67) contains 
an extended discussion of these issues. The Council recommended (pp. 31-33) 
that the upper limit on earnings subject to contributions and credited for benefits 
should be raised to $4,200. In making this recommendation the Council stated 

“Since the American system of relating benefits to past Wages rests on 
the principle that considerations of individual security and individual in- 
centive require a relationship between benefits and the previous standard of 
living of the retired person, benefits must be increased for higher paid wage 
earners as well as for workers in the lower income brackets.” 

I hope you will find this information useful in your consideration of this ques- 
tion, 

Sincerely yours, 

ROSWELL B. PERKINS, 
Assistant Secretary. 


Hon. THOMAS B. CURTIS, 
House of Representatives, Washington 25, D. 


x 





